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Kamal Nath

Around 100 Australian companies have set up offices in
India which has given a major boost to India Australia trade
relations. But there is room for more improvement which will
prove beneficial for both the countries. The Hon Kamal Nath
is India’s Minister for Commerce and Industry. On Monday
19 May, during a visit to Sydney, Kamal Nath addressed
The Sydney Institute. A Minister with Cabinet rank, Kamal
Nath has been one of the key figures in India’s economic
development over recent years and recently published India’s
Century, a book analysing the reform process underway in
India.
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INDIA’S CENTURY
KAMAL NATH
Thank you for giving me this opportunity to be here today. When
I was here three years ago I said I would return within three years and
three years to the day I’m back here in Sydney.
Gerard Henderson, introducing me, has left me sounding like an
author. I’m really a politician. But the publisher McGraw Hill asked
me to write a book, after a speech I gave at Columbia University. So
I did. However, in India politicians are killed not only for what they
write but also for what they don’t write, so I took a while to agree to
the offer. But McGraw Hill persisted and I decided my book would be
called India’s Century. The challenge was to make it user friendly and
to give it content. I wanted to capture, in an accessible way, the great
transformation that is taking place in my country. A transformation
which inspired me.
It had rung in my ears for a long time that India was a basket case
of poverty. In the 1950s, people looked at India and thought we would
not make it – a huge population, insurmountable poverty, a lack of
food, not growing enough food and not tilting either left or right. The
question was – where the hell is India going? Finally, in 1991, when
we decided to begin our reform process, it seemed that India’s earlier
years from independence had been wasted years. Some were asking
did India wake up too late?
The answer to that obviously is, no. When India attained
independence we were a country which was fragmented, diverse and
with so many languages, cultures, customs and dialects. We had the
maharajas whose kingdoms were put together as the Republic of India.
When the British left, we had the partition of India and Pakistan.
So, when it embarked on its fi rst steps, India had to pull its country
together. Europe, after the Second World War, had the Marshall Plan;
India had no Marshall Plan, and had to move on its own. What tested
models were there? There were none.
So India’s political leaders chose a little bit of this and a little bit
of that and we embarked on the great process of construction of the
Indian Republic. Which meant a course, sometimes ridiculed, for a
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society so diverse as India, in a country as complex as India, of looking
around to see what would work. There was a huge task to build our
infrastructure, our basic industries, our steel plants and aluminium
plants, to build the basics of India, even to get our land records up to
date – India had no land records. It was that process, of the 1950s and
1960s, which was the biggest challenge in getting India self-sufficient
in food. We had the great United States program of the PL480 where
Indian people were fed based on US PL480 food aid and food grants
because we had insufficient foreign exchange earnings. And yet, 200
years before, India had been one of the major traders in the world and
had major foreign exchange surpluses. But, after Independence, we
were a country starved of foreign exchange.
Today, we are 60 years into an independent India. The fi rst three
decades of our Independence was spent in building, in constructing,
in harmonising our society. India, with its different languages and
customs, different foods, became a society whose ethos is based on
harmony, a secular society building our democratic institutions. These
were our challenges in a nascent democracy, a democracy which India
had not known – welding together the feudal system, welding together
democracy, welding together poverty, and growth. That was what
India was attempting to do in its fi rst 30 years. Then, in 1991, our
Prime Minister launched India on the course of reforms. But what
reforms was India to have?
There were the South American and Central American models
where, as we’ve seen over the last two decades, bubbles have burst. We
had the East-Asian models where we faced the Asian economic crisis
in the late 1990s. India rode out the Asian crisis. So India followed
a very India-specific form of reforms. As we spoke of our changes
across the world through 1992-93, people would tell us it would never
work. In 1993, the World Bank President told me that India would
never make it. But slowly, with calibrated reforms Indian industry and
business could absorb, we have now had a consistent growth trajectory
over the last seven years. It’s been a growth trajectory of between
8 and 9 per cent, and for a country which still has 300 million
people earning less than one dollar a day and 650 million people in
subsistence agriculture.
The challenges of course are enormous. When we talk of eight and
nine per cent growth what do we talk about? We talk of manufactured
accepted growth, we talk of industrial production, we talk of exports,
and we talk of imports. Look at India today and you will see an India
which is not only an exporter but a huge marketer of the Western
world. And that’s what I keep telling developed countries such as
the United States and the European Union. If India wasn’t a health
economy, our exports wouldn’t be growing so easily, and our imports
wouldn’t be growing at over 32 per cent. If we weren’t a healthy
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economy, we wouldn’t have over $300 billion in foreign exchange
reserves helping us to be a big importer. And India today isn’t only
a big importer and a big exporter while it seeks foreign investment;
India is an investor overseas.
We have invested more in Australia than Australia has invested
in India. In the last two years, we invested more in the United States
than the United States invested in India. We are creating more jobs
in the United States than the United States is creating in India. I
hope the Democrats hear this. The United States would be greatly
concerned with job losses.
Of course we also have a democracy. Some have said that in India
you have a bureaucracy where things don’t move. Well, we have a
democracy like Australia. When I opened the paper this morning in
Sydney, I saw the same political issues as we have in India. India, like
Australia, is a transparent democracy based on the rule of law, with a
vibrant judiciary and press. India, like Australia, is a country which
respects intellectual property and trade rights. When you next come to
India and you want to get your wife a counterfeit handbag you’ll have
to go to another country to get that. I won’t tell you which one but…
We not only have our laws but we ensure that our laws are properly
implemented. In fact, where counterfeiting is concerned, Indian law
is more advanced than in Australia. Importing anything counterfeit is
an offence, a customs offence. Of course, sometimes the democratic
process is slow, but we have great accountability and transparency. As
we all know, however, this can come with the democratic process and
the large political consensus needed to do things. But, starting fi fteen
years ago, our reforms had broad political consensus. And through
six governments and five prime ministers it was one policy and one
direction – upwards.
India’s democratic institutions and broad political consensus is
important. With the common value system, our engagement with the
global economy has increased over the years. Who would have thought
ten years ago that India’s engagement with the global economy would
be close to $550 billion? That’s the result of our engagement with the
global economy, and it’s increasing by 25, 30 and 35 per cent every
year. Today one of our foremost challenges is managing this growth,
this all inclusive growth. Growth must touch the lives of citizens in
all parts of the country and all sections of society. You all know what
happens in a democracy when growth doesn’t do that, or when it
only touches one section of society or one part of the country. With
the complexities in India, that’s one of our greatest challenges. But
when you see young India, you see an India which has a very young
demographic profi le, with 420 million people aged 18-35, perhaps one
of the youngest populations in such a large country. This, however, we
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also believe is going to be our strength in the future, a home grown
human skills reservoir.
With these growth levels the priority of government today is to
ensure that our skill reservoir does not deplete. We have Indian skills
all over the world – some are CEOs of major international companies
such as Citibank and Pepsi. We now have the greatest cricket league
in the world, the India Players League, which is going to be the future
centre of gravity for all cricket in the world. India has also produced
the maximum number of Miss Universes. That is the Indian story.
Indian companies are involved in mergers and acquisitions big and
small, and there are so many medium mergers they go unnoticed.
That’s the footprint of India today. We are also engaging multilaterally
in the World Trade Organisation, which I will be discussing tomorrow
with Minister Simon Crean.
Of course, there are challenges in the WTO. We call ourselves the
fastest growing free market economy. But with India’s engagement
with the global economy we have to ensure that we have a very strong
rule based, multilateral trading system. With the shift of the centre of
gravity of economic activity from the west to the east, the future of the
world will depend on economic activity in East Asia. Globalisation is
moving as it’s never moved before. In the last ten years, globalisation
has led to a new economic architecture – new windows and new
doors. That shape of the new economic architecture, with global
competitiveness at its heart, drives India’s manufacturing sector
growth and India’s growth in services. It is global competitiveness
that will shape the global economic architecture of the future. And
with today’s so called bleak economic outlook, India is not a crippled
economy. We are edging towards eight per cent (and more) growth
this year.
The difference between the Indian growth story and others is that
our growth is domestic market driven while many other countries
are export market driven. Our domestic market and our great
private sector growth is the story of India’s growth. Whether it’s the
manufacturing sector or industrial production, the fundamentals are
all in good shape. And that’s why we have confidence in an eight per
cent plus growth, even in the current year, with no fi nancial crisis.
We were told the US has the best banking system, and that we must
adopt the US banking system. But we don’t have a sub-prime crisis,
and we’re not exposed to the sub prime fallout as other fi nancial
institutions are.
In our banking sector and our stock exchange, we have a
transparent stock exchange. We have $12 billion coming into portfolio
investments in India outside foreign direct investments, with foreign
direct investments exceeding $24.5 billion last year. Four years ago it
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was $2.5 billion. If you add to that retail profits, it exceeds $30 billion.
So investment and trade both have become two way streets in India.
At the conclusion of this round of the WTO, which we call a
development round, we have to ensure that the structural flaws in
global trade are corrected. We cannot perpetuate the structural flaws
such as subsidies in agriculture, in terms of tariff peaks and tariff
escalations, or in industrial products. And we have to ensure a greater
movement in services. It’s not India that gives subsidies to its farmers
or Australia. Today Minister Simon Crean comments on how the
new US Farm Bill not only perpetuates subsidies but increases them.
We are dealing with a global food situation, almost a crisis, where
there are large parts Africa with water and much land, but with no
investment in agriculture. That’s what subsidies have led to. We need
to ensure that if US subsidies are not eliminated, then they should be
frozen at current levels. I have told the United States that if they are
able to reduce their subsidies by just one dollar, below their current
subsidies, we’ll have a deal.
The great change that has taken place in the world from the last
WTO talks is that 149 countries want to be engaged, countries that
want to protect their own interests. It may be countries of Africa,
where African farmers cannot compete with US prices of cotton
because 42 per cent of the US cotton price is subsidy. How does a
poor African farmer compete? How does an Indian farmer compete
with US agricultural products when he is not competing with the
US farmer but with the US Treasury? These are the structural flaws
which need correction. And this is what we are urging the developed
countries to do in this round.
That in short is the story of India. My book does have a chapter
on 2020, or a projection into the future. I don’t say it with optimism,
but with a lot of realism based on India’s economic momentum
today. India is looking at strong growth in the manufacturing sector,
a manufacturing sector which does not compete with China’s mass
production. In India, we are transparent in our currency rates. In
India, our economy is entirely transparent. We are proud of that
because it makes India credible in its institutions, credible in its rule
of law, credible in the way we function, credible as a democracy.
And, of course, when you visit India as a tourist it’s an incredible
India with its forests, its mountains, its deserts, its rivers and lakes
and its oceans. All of this inspired me to write my book and that
encompasses what India is today.
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Catharine Lumby

As director of the Journalism and Media Research Centre
at the University of NSW, Professor Catharine Lumby’s
academic interest in pornography has produced some
surprising results. The Porn Report is the result of a threeyear study by Lumby and fellow academics Alan McKee and
Katherine Albury, who describe it as “the first piece of serious
research” carried out on pornography in Australia. It looks at
current trends in pornography consumption and production
based on a survey of more than 1000 Australians. Using this
research, Professor Lumby set out to dispel some common
myths about the use and censorship of porn with her address
to The Sydney Institute on Tuesday 20 May 2008.
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THE PORN REPORT:
THE GOOD NEWS AND THE BAD NEWS
CATHARINE LUMBY
Let’s start with a slightly odd question. What is pornography? At
fi rst it seems obvious. Playboy is pornography. Play School is not. But
what about a clearly homoerotic photograph by a widely acclaimed
photographic artist such as Robert Mapplethorpe that shows a man
in a suit with an exposed penis? Should these kinds of images be
available to an adult public in an art gallery? And where do we draw
the line? At the exposed penis? Or at some of the more confrontational
images made by Mapplethorpe, a gay and HIV-positive man, which
include graphic images of sex?
To some, the answer to these questions is obvious. Any material
of this kind, regardless of whether it’s in an art gallery or on a website,
should be banned. Others argue that there’s a big distinction between
art and pornography. There are still others who claim that the division
is irrelevant and that there should be very few restrictions on what
adults can see or read. We all know how heated debates about the
nature, effects and purposes of pornography can become as the recent
debate about images of naked teenagers by photographer Bill Henson
demonstrates.
History shows us that the kind of material regarded as obscene
has varied widely, as have views of its purpose and value. A lot of what
we consider high art in Western terms today once had more explicitly
pornographic purposes. Paintings such as Titian’s famous Venus of
Urbino, which shows a young nude fi xing the viewer with an inviting
gaze while her hand rests suggestively across her vulva, were often
originally commissioned for the private rooms and pleasures of elite
gentlemen patrons. Today, they are on public display in our fi nest art
museums. They’re not seen as pornography anymore – not according
to art historians, at least. But even today there are still some who
would argue that fi ne art nudes are pornographic and exemplify either
immoral or misogynist attitudes to women.
The term “pornography” was fi rst used, in its modern sense,
by nineteenth century art historians to describe the erotic paintings
and statues found by the archaeologists who unearthed Pompeii and
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Herculaneum from the volcanic ashes that buried them in AD 79. The
response of museologists and historians to these graphic images was to
ensure that these items were locked away from the gaze of women,
children and other allegedly morally frail beings.
Sexually explicit material can be found in all cultures. What
varies is a given community’s attitudes to how strictly such images or
works should be censored and who should and shouldn’t be allowed
to see them. For example, a painting we regard today as a great
work of art – Manet’s Olympia – was decried as abominable fi lth by
some commentators writing in the late nineteenth century when the
painting was fi rst put on public display.
In the nineteenth century, a host of famous works promoting
sexual health and contraception were banned on the grounds that they
were pornographic. In Australia alone, the following have all been
held to be obscene in the twentieth century: US comic books, pulp
fiction crime novels, a TV host’s imitation of a crow call, and a plaster
cast of Michelangelo’s David, which toured department stores in 1966.
It would be easy to think that there’s been a cultural progression
in which erotica has become increasingly graphic and explicit. But
that’s not true either. There are, for example, some extremely graphic
frescoes at Pompeii.
There is also, of course, a long history of esteemed writers, artists
and photographers producing material specifically and explicitly
for the purpose of giving people sexual pleasure – and for no other
reason. Famed diarist Samuel Pepys is one of the few seventeenthcentury writers who actually describes buying and reading an early
French classic of the genre, L’Ecole des filles. After recounting in,
well, pornographic detail his response to the book, he also recounts
burning it so it would not disgrace him if found in his library. His
rather transparent excuse for reading such a “mighty lewd book” was
to “inform himself in the villainy of the world”.
But if erotic material, intentionally created for that purpose or
not, has been with us for so long, why did it become such an issue in
the nineteenth century? Why did it come under such close scrutiny
and why did so many people and groups become concerned with
regulating or banning it?
When we look at the history of censorship and pornography in the
Western world, one key theme is apparent: it is most often the history
of dominant groups in society trying to protect groups they perceive
as vulnerable from being corrupted by exposure to the wrong kinds
of material or, more recently, being hurt as a result of other people’s
exposure to porn.
Early censorship of mass produced books, images and pamphlets
in the West focused on suppressing different religious and political
views. The chief censors were the church and the monarchy. A
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turning point in the history of censorship came in the early eighteenth
century when the publisher of a book that had been freely available for
nearly 40 years, The Nun in Her Smock, was prosecuted for obscene
libel. This changed the censorship landscape profoundly because
democratic government was brought into the censorship equation.
This eighteenth century prosecution brought morality within the
sphere of government and cut across the old division between civil
and ecclesiastical courts. For the fi rst time, the state was involved in
deciding what could and couldn’t be read. The significance of this
shift was that as democratic governments are required to represent the
people who elected them – limited as that group was in the eighteenth
century – they needed to justify their decision to ban this or that book.
A key argument that began to be articulated by public
commentators and policy makers at this time was the claim that
mature societies need to censor literature or images to protect their
weaker members against corruption or harm. In the eighteenth and
nineteenth centuries, it was the working classes and women who were
the focus of protection campaigns. Oddly enough, from a modern
point of view, children were not a major focus of protection until
the mid-nineteenth century, when political movements against child
labour and child abuse represented a growing consensus that those
under the age of twelve (defi ned as the age of sexual consent at the
time) deserved special treatment.
The idea that sexually explicit material does social harm to
particular groups still underpins our approach to it today. Anti-porn
feminists believe that pornography is a direct cause of sexual violence
against women. Advocates of censorship on the right of politics often
portray pornography as a socially corrosive force that undermines
the family and demeans a God-given sexual act meant to take place
between a husband and wife. Still others in the public policy arena
are concerned that pornography acts like a drug – that it is necessarily
addictive and that exposure to centrefolds inevitably leads to a taste
for violent and increasingly hardcore material.
What has always struck me about the pornography debate in
Australia is the inverse relationship between heat and light. When
I fi rst looked into the available evidence about who consumes
pornography, what’s in it and what obvious effects its having on
their lives and their attitudes I was shocked to discover that from a
rigorous scholarly point of view there was none. Internationally, there
have been a host of sociological and psychological studies in the field,
and we detail these in our book. But many of them are now dated
and the results are, to say the least, inconclusive. Certainly, none of
these studies support the claim that pornography is all the same and
that it has a uniform effect on the people who consume it. Despite
popular perception there is no evidence that non-violent pornography
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is directly correlated with sexually violent behaviour or that ordinary
consumers are likely to develop a taste for increasingly violent porn.
Some studies have suggested quite the opposite.
With this in mind, my co-authors and I set out to get some facts
onto the public policy table in Australia. We thought it needed to be
done, because regardless of how much many commentators don’t like
the fact that pornography exists, it’s been around for a long time and it
doesn’t appear to be going away. Pornography is now a huge industry
and our research suggests that up to one third of Australians have or
do consume it. It’s also increasingly available in a less regulated form
online. So it’s undoubtedly an area that we need evidence about.
Our research was funded by the Australian Research Council, the
Federal Government body that funds humanities and social science
research. We conducted a survey with 1023 porn consumers and
followed up with in-depth interviews. Our sample was self-selecting.
This is a limitation of our research, although it is not a fatal one. We
have published the bulk of our survey fi ndings in international peerreviewed social science journals which have very strict guidelines
about what they accept as methodologically valid research.
The reason the sample is self-selecting is that university ethics
committees will simply not allow researchers to go out and conduct
a random project in which they ask people about their porn use. It’s
considered impolite to put questions like that to people. What we
can say is that the results we have are the best available Australian
research on this topic to date.
So what did we fi nd? Here’s a summary of some of the facts from
our survey:
Who consumes pornography in Australia?
• 33 per cent of Australian adults use pornography.
• In our survey 82 per cent were male. This is a lower percentage
than previous surveys – more women are now consuming porn.
• Porn consumers are as likely to be Coalition voters as Labor
voters.
• 58 per cent of porn consumers are religious.
• 55 per cent of porn consumers are in monogamous relationships.
• Porn consumers come from all age groups, but younger people
tend to consume it more than older people.
• Porn consumers come from all geographical locations: country
towns and suburbs as well as the inner city.
• A higher proportion of porn consumers than average Australians
vote Green, watch the ABC (or no TV at all) and have tertiary
degrees.
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What do porn consumers like?
• Consumers say that the top three things that make good
pornography are: “attractive actors/actresses” (69 per cent);
“enthusiasm in sex scenes” (69 per cent); and “real-looking
bodies” (51 per cent).
• In our analysis of 50 of the best selling porn videos and DVDs
in Australia, 98 per cent of scenes had no violence in them. At
the time of our survey DVDs and videos were far more popular
sources of pornography than any other medium.
• There are two very different kinds of mainstream pornography,
both equally popular. “Fantasy” pornography is very upmarket,
with stereotypically attractive men and women, better lighting,
camera work and sound, and with characters and plots. It tends
to be aimed at the couples market. “Naturalistic” pornography
shows men-and-women-next-door, normal-looking people, with
normal bodies, having sex in everyday places.
• Men have five times as many orgasms as women in pornography
– women have orgasms in 16 per cent of scenes, men have
orgasms in 80 per cent of scenes.
• The most popular pornographic sites on the internet are amateur
sites, not commercial sites. They feature people of all ages who
have posted material featuring themselves and partners. They
usually exchange this material for free.
• We asked a range of questions designed to test porn consumers’
attitudes to women. We found that their attitudes to women were
slightly more socially progressive than other surveys of social
attitudes have indicated.
• Pornography consumers do not believe that “anything goes”.
They believe that images of rape and child pornography should
be illegal. They believe in a classification system so that material
is only available to consenting adults.
There is, however, no question that there is pornographic material
that glorifies sexual violence, that is characterised by misogynist
attitudes to women and that incorporates other illegal or unethical
practices. This type of material is refused classification in Australia, as
the authors of The Porn Report strongly believe it should be. However,
the internet has certainly opened up a new channel for accessing this
kind of pornography.
The disturbing issue of child pornography is a subset of this
material and we certainly need to do far more research into how to
catch perpetrators – who are often abusing their own family members
– and put more resources into policing it.
We now face some serious policy questions about how to regulate
sexually explicit material in an online era to ensure that children are
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not exposed to age-inappropriate and disturbing material, and that
producers and consumers of child pornography are apprehended.
Australia is at a critical juncture when it comes to regulation of
sexually explicit material. X-rated material (that is material which is
sexually explicit but contains no violence or coercion or minors) is
still banned from sale or rental in all Australian states. This is despite
evidence that upward of 75 per cent of Australians – there have been a
number of studies – believe that this material should be made available
to people over the age of 18.
At the same time, the internet is making unregulated material
widely available and children are at increasing risk of exposure to it.
It’s a complex and contradictory picture.
To date, Australian politicians have been unwilling to face these
facts realistically. Many of them still talk as if the internet can be
made safe for eight year olds and that applying fi lters at an ISP
level will prove a universal solution. The truth is that many studies
suggest that fi ltering at ISP level is likely to be unworkable – short
of radically slowing down broadband speed and efficiency of search
engines. Home fi lters are useful with young children but are easily
circumvented by older children. Now is the time, I submit, to have
an honest, fearless and evidence-based public discussion about how
we plan to regulate this material in the new century. It’s a discussion
that needs to take account of the fact that not all pornography belongs
in the same basket and that many of the people who consume nonviolent pornography are horrified by the existence of sexually explicit
material that includes violence, coercion and portrayals of minors.
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PROPAGANDA AS AUSTRALIAN HISTORY
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Babette Smith

Historian Babette Smith, as author of Australia’s Birthstain,
the startling legacy of the convict era, has traced the stories of
hundreds of convicts over 80 years of Australia’s colonial
past. Left to survive at the ends of the known world, early
Australian settlement produced little capitalists among
otherwise condemned people. The shores of Australia meant
not only exile for hundreds, but also a chance to begin again
in a rough but often lucrative way. So why has this success
been hidden in historical accounts? In an address to The
Sydney Institute, on Tuesday 27 May 2008, Babette Smith
explained why Australia needs to reappraise its convict
heritage and the positive legacy it offers.
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PROPAGANDA AS
AUSTRALIAN HISTORY
BABETTE SMITH
“Why have our historians let us down?” This question was asked
by a woman who, having read my book Australia’s Birthstain – about
the convict era – came to hear me speak at a writers’ festival. As
someone who works far from academic cloisters, I could only guess.
“Perhaps because they were following more fashionable topics,” was
my reply.
While intellectual fashion may have been the reason convict
studies have received so little attention from historians for nearly 30
years, dodging the reality and influence of our penal colonies dates
back to the 1850s. It is not surprising that Australians are convinced
our history is colourless and dull. It has been stripped of its “colour”.
And the ramifications of the loss of memory are widespread and
damaging to analysis of contemporary Australian society as well as
analysis of the past.
For the last 150 years, the idea that convict foundations were a
blot on Australia’s history has shaped political, social and intellectual
thought to such an extent it is as though the previous 60 years never
existed. The reality and strongly developed ethos of a flourishing
convict society is neither remembered nor understood. Its people have
been reduced to caricature.
Since the late 1970s, the extent to which our history is distorted
has been exposed by the work of family historians who have uncovered
a bunch of colourful individuals whose real life stories run the full
gamut of drama, tragedy, comedy and pathos.
Any suggestion that particular individuals are too anecdotal to
illustrate “big” themes, that personal stories are too subjective to be
useful, can be soundly countered with the retort – not in Australia,
they are not. Not in a country whose major themes, important stories
and shared ethos arise from character and the interaction of character.
In Australia, people rather than events defi ne the nation.
Having discovered a convict ancestor, family historians wanted
to know why it had been hidden. Dismissing the cover-up as simply
due to family snobbery – as some academics have done – was too easy.
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Family researchers knew that avoidance of convict history extended
far beyond an individual story. They wanted to know why Australian
society came to fear its own history to this extent.
The second major puzzle for many researchers was why their
ancestor’s story did not fit the established view of convict experience.
Generally, published history as well as popular stories seemed
melodramatic and at odds with the reality uncovered by family
historians.
Family historians were right to be puzzled. Australia has
suffered a major distortion of its history from trying to avoid the
subject of convicts. This has been particularly evident, for instance,
in the treatment of convict subjects in major national events. The
centenary of European settlement in Australia came and went in
1888. Federation of the colonies was celebrated in 1901. The sesquicentenary of settlement was marked by further festivities in 1938.
Notable by their absence from all of these was anything more than
passing mention that Australian states were penal settlements for
eighty years, let alone populated by a bunch of colourful, disreputable
characters whose confrontations with the law, ingenious escapes and
capacity for endurance were the stuff of history.
With vast areas of actual people and events corralled out of sight,
the spotlight of history was forced to shine on what remained. Festive
parades concentrated on merino sheep or sheaves of wheat. The gold
digger with his pan became ubiquitous. Lacking other candidates,
explorers who opened pathways through the land were cast as heroes,
wily opportunists were enlarged to noble gentlemen who were
said to have the welfare of others rather than themselves at heart.
As reality increasingly receded, lurid tales of the convict era were
published which entertained while they fudged the facts even further.
Increasingly, Australian history gyrated simplistically around hollow
men and confected issues.
The search for drama, any drama other than the real one, created
villains from the very ordinary mould of squatters, pastoralists and
employers (many of whom were actually convicts and descendants
of convicts) and underdogs such as gold diggers, shearers and poor
immigrants, all of whom, it was assumed had arrived free of leg irons
and subsumed those who had not. A robust argument over licence fees
at Eureka was inflated into the revolution Australia never had when
truth to tell, the leader of this “revolution” ended up a conservative
member of the Victorian parliament.
At the Bicentenary celebrations in 1988, it was perfectly in keeping
with the Australian tradition of avoiding the convicts that the only
speaker who referred to them directly was the Prince of Wales. Of
course, the local discomfort by that time was shame of a different sort.
For some Australians, the First Fleet was now illegitimate not because
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it carried a cargo of criminals but because it was the harbinger of
destruction for native Australians. To avoid this unpalatable reality,
the “straightners and naysayers” of Australian society once again came
to the fore. This time, two hundred years on, the First Fleet would not
be allowed to disembark. Better to pretend it did not happen.
For the fi rst 60 or so years of our European history I found
virtually no evidence of shame among the convicts – or their families
– or the immigrants with whom they intermarried. In fact outraged
middle class observers called them shame-less. The convict taint
existed during that time but it was only in the minds of the middleclass.
The taint had two main sources – social and religious. Let me
just read you a passage that will explain the religious reasoning. It is
written by the Reverend Dr Thomas Arnold to his friend Sir John
Franklin, who was Governor of Van Diemen’s Land.
I am satisfied that the stain should last, not only for one whole life,
but for more than one generation; that no convict or convict’s child
should ever be a free citizen; and that, even in the third generation, the
offspring should be excluded from all offices of honour or authority in
the colony. This would be complained of as unjust or invidious but I am
sure that distinctions of moral breed are as natural and as just as those of
skin or of arbitrary caste are wrong and mischievous; it is a law of God’s
Providence which we cannot alter, that the sins of the father are really
visited upon the child in the corruption of his breed.

One of the few things we know about convict society is the so
called struggle between emancipists and exclusives – but that emphasis
is the middleclass version of our history. The only emancipists who
were affected by whether they were ostracised were a handful who had
become wealthy. The great majority didn’t give a damn. And they had
the numbers that created the culture. The so-called “polite society”
was no more than a pimple on the social surface.
You can only really understand the convict era – and from it our
origins – by realising that it was a functioning working class society.
The prisoners weren’t afraid of contradicting a magistrate nor were
they behind in ticking off their employers. They had a strong sense of
their legal rights and frequently stood their ground in an argument.
Traditional working class pleasures predominated in our embryonic
community, pleasures we recognise as popular with Australians today,
such as gambling, horse racing, drinking and dancing. (The latter
perhaps would now be replaced by watching Dancing with the Stars on
television.) Convict society was careless, rough, exuberant, optimistic
and energetic. Humorous. Blasphemous. Egalitarian – everyone
had been rendered equal by a criminal conviction. Tolerant – many
cultures were in the same boat, literally. Above all, people were judged
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only by what they were. In fact many of the convicts had a tattoo that
read, “Speak of me as you fi nd”.
Most notable was the convicts’ pride, and their possessiveness,
about the society they were creating here. They were determined to
prevent any replica of the privileged class and economic structure
of British society. New arrivals were made to conform to the local
customs and attitudes. Being able to laugh at yourself was a distinct
advantage for the newcomer.
So why don’t we know these people? How, for example, have we
been led to believe that Australians fear foreigners when examination
of our convict years reveals that “foreign” had nothing to do with it.
The convicts feared being overwhelmed by the British class system
which would return them to outcast status. When did we lose that
knowledge? When did the shame set in?
To my surprise I discovered that in the middle of the nineteenth
century there had been a massive shaming campaign. Driven
predominantly by clergymen, the key strategist was a Congregational
minister named the Reverend John West.
To summarise a long story: a small group of migrants, many of
them clergymen, arrived here between 1839-1843 approximately.
During the 1840s they formed anti-transportation leagues in all
the colonies except Western Australia. And they mounted a scare
campaign in order to end transportation.
Their view of the penal colonies had been formed in Britain,
influenced by the publicity about a Select Committee of the House of
Commons known as the Molesworth Committee. Established in 1837,
the Molesworth Committee did over the women convicts in what had
become the usual way. Then it added a new and scandalous element to
our reputation by delving into the sex lives of the men. Clergymen – as
we saw with Dr Arnold – were predisposed to believe in distinctions
of moral breed. At the Molesworth Committee, they gave the most
highly coloured evidence claiming that homosexuality, then called
“unnatural crime”, was rife in the penal colonies. That everyone who
lived here was contaminated by it. That society was polluted by the
convicts’ depravity.
The migrants who came in the years that followed knew no better.
They believed every word of it. The campaign some mounted against
transportation in the next two decades was ruthless in its tactics and
wild in its allegations. Not only did they use the fear of widespread
homosexuality in arguments with the British government. They used
it locally as well in a whispering campaign to put moral pressure on
people. In the process they trashed the reputation of the convicts. And
trampled on the society that had been created here. In a very short
space of time – just a few years – the convicts went from being objects
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of proud rehabilitation to the most obscene people that Victorian
society could imagine.
Our historians have not examined the anti-transportationists
and there is more to discover. But there is no doubting one outcome
of what they did. From approximately 1850, it became impossible to
identify yourself as a convict or someone with convict connections.
People took cover in respectability. Worse still they took to heart
the allegations of their worthlessness, creating a national inferiority
complex that is with us yet.
Because they were successful, the ugly template created by the
opponents of transportation has been accepted as fact. Analysis of
Australia ever since has been shaped by their propaganda.
They claimed that convict society was nothing but brutality,
a system, as John West put it, of “revolting severity and prisoners
debased by habit”. West claimed that it left “a class embittered by
ignorance and revenge”. (Researching this topic in 1969, historian
Henry Reynolds found no evidence of bitterness and a desire for
revenge, although he blamed the emancipists and their descendants
for not being a feisty working class instead of questioning his premise,
which was based on West.)
West’s book was a template for the gothic histories produced in the
1880s and 1890s (for example Marcus Clark’s Term of His Natural Life)
and for the attitudes displayed in the Bulletin magazine at that time.
No professional historian since has dismantled West’s distortions.
Instead many have perpetuated his claims, most notably Robert
Hughes in his florid melodrama called The Fatal Shore.
Family historians know that convicts believed in the future of
Australia. It was they and their children who built the social and
physical infrastructure. Their children served on the local councils
of our cities and towns. Some of those children became community
leaders such as the local mayor and in one case Lord Mayor. Some
were squatters. Some of them became professional men. Some
started newspapers. Many were small businessmen and women, an
occupation with very long roots in Australia. It was convict families
with their 5,10,12 children who populated the country, increasing
exponentially throughout the nineteenth century and intermarrying
with the immigrants who came later. It was their grandchildren, and
in some cases children, who fought at Gallipoli. It was convict culture
that moulded the character of the diggers who served in World War I.
Because we don’t know convict history we have not seen the link
to the diggers. In turn their historical prominence owes much to the
vacuum about what preceded them.
The anti-transportation campaign left a wound at the heart of
the nation. A wound that has been perpetuated by the neglect of our
historians and our own ignorance.
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We have no sense of the trajectory of our history, no real concept
of how the society we call Australia was created. The great story of
the transition from penal colony to democracy to federated nation
has been lost. When attempts are made to tell it, the story is a boring
dirge, lacking the wellspring and the inspiration of reality. Because
of our distorted history, our analysis of our modern society is often
faulty.
a) Thousands of words have been expended on how the practice
of calling Britain “home” which lasted until the 1950s
demonstrated that the Europeans were alienated in Australia.
Truth to tell calling England “home” began in the 1850s. It
was a way of conveying that the speaker was not prevented from
returning there by a conditional pardon and said nothing about
their true feelings for Australia.
b) Words like “contamination” and “pollution” which were used
by those opposing transportation in their campaign against
alleged vice and depravity have been interpreted by modern
commentators as evidence of Australian racism.
c) Saddest of all, because we don’t know the convicts we miss
the origin of some of our best qualities... our national sense of
humour for example.
d) Last, but by no means least, the contempt of the antitransportationists for the convict-derived community to which
they immigrated is too often replicated in modern times by the
attitude of the educated classes to the ordinary people.
The enduring damage is easily illustrated by Australia Day,
which demonstrates how the template laid down in the 1850s was
perpetuated by the so called radical nationalists in the 1880s and
1890s. It still informs too many influential public commentators.
Originally called Anniversary Day, the 26 January was marked by
a regatta on Sydney Harbour where boats sailed by convicts’ children
competed for the honour of winning, and by a boisterous ceremonial
dinner attended by emancipists and the sons of convicts. Their
proudest toast was to “The land, boys, we live in”. The toast became
a tradition. Nearly two decades later, in 1842, the sentiment remained
undiluted, the dinner had expanded to 200 people and it included
the locally born sons of free settlers. On this occasion, Governor
Bligh’s grandson, Captain Maurice O’Connell – born in the colony
– proposed the toast. “Australia, the land we live in,” he said – which
was greeted with deafening shouts of applause as musicians played
“Hail Australia”. Then the anti-transportation campaign intervened.
By 1888 this was how the then widely-read Bulletin described
Australia Day:
[T]he one [day] among all others which has been fi xed upon as the natalday of Australia is that which commemorates her shame and degradation,
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and reminds the world most emphatically of the hideous uncleanness
from which she sprung. The day which gave to the New World her fi rst
gaol and her fi rst gallows – the day when the festering vileness of England
was fi rst cast ashore to putrefy upon the coasts of New South Wales – the
day which inaugurated a reign of slavery and loathsomeness and moral
leprosy – is the occasion for which we had called upon to rejoin with an
exceeding great joy.

With that condemnation the magazine created ambivalence
about celebrating Australia Day which was evident at the Bicentenary
in 1988, and which continues in the twenty-fi rst century. Such an
attitude could not have taken hold if the traditions established in the
fi rst half of the nineteenth century had not been disrupted by the
distortion of the second half. And in 1988 an intellectual heir of the
anti-transportationists, historian Peter Spearitt, who should have
understood the discontinuity, instead implied that the Australian
people were somehow lacking when he commented, “European
Australians have been slow to develop ‘indigenous’ national rituals.”
It’s time to bring this nonsense to an end. If I understand the
Rudd government’s policy correctly, we have 300,000 migrants
coming here during next year. We can hardly ask them for loyalty and
adaptation to a society that despises itself.
Re-appraising our history is just as urgent for people who were
born here. Let me quote to you from a recent book. Anna Clark
researched the attitudes to Australian history in a broad sample
including 182 students from schools across Australia. One quote will
suffice to represent the many included in her book which is called
History’s Children. In a forthright teenage denunciation of what her
teachers had been telling her, a young girl said:
Like we’re meant to feel that our ancestors came and like killed a billion
Aborigines and took over a country and gave them diseases. It’s kind of
bad enough that we’re the convict country but when it’s drilled into us
that we killed everything good in this country, it’s not like fun. (The tone
and the emphasis was hers)

This immensely important book has not caused the public
discussion it deserved. I’ve seen two reviews. One an excellent
and honest appraisal but in the other the writer totally omitted all
reference to comments like the one above which in fact are the core of
the book. Reading her review you would have thought the book was
only about students’ boredom with Federation and their interest, by
comparison, in the WW1 diggers. Historical censorship is with us still
it seems.
It is time to dismantle the false template. To reacquaint ourselves
with convict society with all its ramifications. We must introduce
our children to some of the colourful characters and the escapades
and bravery of the convict era, to the feisty working class that Henry
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Reynolds failed to fi nd. And help them to understand that this land
offered a second chance to the outcasts of another place. For all its
heartbreak, there were many – like my ancestor – who believed that
transportation was the best thing that happened to them.
If we fi nd some elements that we do not like in this closer
examination of convict society, they will be more than offset by
recognising the origin of other qualities that we are proud to call
distinctively Australian. And whether descended from convict or free
settler, refugee or Aborigine, we will all gain by better understanding
the multiple layers of society in which we live today.
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Milton Osborne

Dr Milton Osborne has been associated with Southeast Asia
for more than 40 years since being posted to the Australian
Embassy in Phnom Penh in 1959 and recently published
Phnom Penh – A Cultural and Literary History. A graduate of
Sydney and Cornell Universities, Milton Osborne has held
academic positions in Australia, the United Kingdom, the
United States and Singapore. He has been a consultant to the
United Nations High Commissioner on Refugees in relation
to the Cambodian refugee problem, Head of the Asia Branch
of the Office of National Assessments, and also served for a
year as Head of Current Intelligence. Dr Osborne addressed
The Sydney Institute on Tuesday 3 June 2008.

THE SYDNEY PAPERS WINTER 2008

25

WRITING A BOOK
ABOUT PHNOM PENH,
CAMBODIA’S CAPITAL
MILTON OSBORNE
Three years ago I was asked by an English publisher to write a
book about Phnom Penh, Cambodia’s capital, a city where I fi rst went
to live nearly 50 years ago, in 1959, as a junior Australian diplomat.
It is a city to which I have continued to return ever since, having
returned from my latest visit just three weeks ago.
There are probably as many ways to write about a city as there are
cities, and this is surely so when writing about Phnom Penh. In ways
apparent even to a fi rst-time visitor, it has its own special character,
notably different, for example, from the great cities of Europe. Phnom
Penh has nothing to match their millennial histories and the variety
of their museums. Nor, shifting geographic perspective to Asia,
does Phnom Penh possess the literary tradition of a Calcutta or the
imperial history of a Beijing. In so many ways and by comparison
with so many cities, Phnom Penh is different: newer, in terms of its
significance as a capital, never a centre for the production of great art,
and with an indigenous literary tradition which, while rich in itself, is
barely accessible for outsiders. But to think any of these facts rob it of
interest is to be badly mistaken.
Phnom Penh has only attained its fi xed status as a capital city
relatively recently. This is true despite the fact that it was Cambodia’s
capital for about 30 years in the fi fteenth century, and for short
periods in succeeding centuries. It was, remarkably enough, briefly
the site of imperial derring-do in the sixteenth and seventeenth
centuries when Iberian adventurers played a brief role in Cambodian
affairs. And, at the same time, it hosted Catholic missionaries from
Portugal and Spain who were singularly unsuccessful in their efforts
to convert the Buddhist Cambodian population. But its life as a city of
consequence really did not begin until 1866, when Cambodia’s French
“protectors” persuaded the Cambodian king to move his capital to
Phnom Penh from Udong, a site some 40 kilometres to the north of
the present-day capital. So in its modern form it is a little younger
than Singapore and a little older than Kuala Lumpur. But it is much
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younger, as a major Southeast Asian centre, than Jakarta, which was
known as Batavia when the Dutch imposed their rule there in the
seventeenth century.
With one notable exception, a visitor to Phnom Penh will not
be rewarded by fi nding a store of great art, but that exception is the
superb collection of pre-Angkorian, before 802 Common Era (CE),
and Angkorian, 802-1431 CE, statuary in the National Museum.
None of these wonderful items were produced in Phnom Penh. The
Royal Palace is a relatively recent construction and much smaller in
size and interest than the better known Grand Palace in Bangkok.
Throughout Phnom Penh there is some interesting architecture.
There is enough remaining from the colonial years to remind a visitor
that this city was once part of France’s colonial empire. And there are
architecturally interesting buildings from the independent years but,
like those of the colonial period, they are limited in number. In the
economic boom time that has developed over the past few years, the
size of the city has expanded dramatically and, for the fi rst time, highrise buildings are now being constructed. The low-rise city that I have
known for so many years is changing radically.
What really makes Phnom Penh a city of interest is the
extraordinary human aspect of its short modern history. For although
the city’s name is forever linked in the mind of outsiders with the
horrors of the Pol Pot regime in the 1970s, there is much more to
Phnom Penh’s history from the middle of the nineteenth century than
those blood-soaked years when rationality appeared to have vanished
forever from Cambodia. Beyond the little-known Iberian interlude
of the late sixteenth century, the history that grips the imagination
involves the personalities and passions of the men and women whose
lives determined the city’s evolution. This is a story that encompasses
the bitter battle between Norodom I, the fi rst king to reign under
French “protection”, and the colonial officials who sought to diminish
his power; the determination and apparent success of those same
officials to transform a deeply traditional society; the role of Norodom
Sihanouk, Norodom I’s flamboyant great grandson, in his various
guises as king, prime minister, chief of state, and ally of the Khmer
Rouge (Red Khmers or Cambodians, a term originally coined by
Sihanouk himself to describe those who were then his communist
opponents in the 1960s). It is a story that encompasses the horrific
bloodstained tyranny of the Pol Pot period; and now, fi nally, the
emergence of a city under an authoritarian leader which is as sharply
divided between rich and poor as any in the developing world.
Phnom Penh is also a city with a largely forgotten literary past,
so far as Western writers are concerned. Although for many it was
only a way station for travel to the ruins at Angkor, Pierre Loti
and Somerset Maugham visited, as did noted travel writers such as
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Houghton Brodrick and Norman Lewis much later. André Malraux
briefly spent time in Phnom Penh on his way to steal statuary from a
temple at Angkor, and rather longer after he had been apprehended
for doing so. Perhaps this latter experience was what coloured his
short and disdainful reference to Phnom Penh in his famous novel,
La Voie Royale (“The Royal Way”), the book born of his attempted
theft. Sadly, the amount of memorable writing about Phnom Penh in
the period since independence in 1953, outside the genre of political
analysis, is limited indeed. And what does exist mostly focuses on
confl ict. This is the case with Christopher Koch’s outstanding novel,
Highways to a War, which contains some lyrical descriptions of Phnom
Penh as well as descriptions of confl ict.
There are local literary and other artistic worlds to be found
in Phnom Penh, though access for a foreigner to the former is
constrained by a lack of accessible translations. And my book is
written, without apology, by a foreigner, for foreigners.
It is sadly the case that much of Phnom Penh’s tradition has
vanished and is never likely to return, this is despite the sterling
and dedicated efforts of Cambodians and foreigners alike to save as
much of the cultural past as possible. Few would argue that there is a
substantial body of contemporary visual art of note, though this may
be changing. But traditional dance and theatre survive, with difficulty.
Indeed, tradition of all kinds is under threat, not least because so
many of the people who were the guardians of tradition died in the
terrible years when Pol Pot ruled the city. Charting tradition’s survival
in a sharply changed world, in which power and impunity are the
prevailing values of contemporary Phnom Penh, forms the closing
chapter of my book.
Before 1958 I barely knew of Phnom Penh’s existence and had
not the slightest expectation that this city that would be a continuing
part of my life for nearly fi fty years, a cause for happiness and for
deepest despair. When, in 1958, as a 22 year-old trainee diplomat
in Canberra, I learnt I was being posted to the Australian mission
in the Cambodian capital, my ignorance of Phnom Penh and of the
country in which it was located was profound. Not only did I know
little more than the city’s name, I also knew nothing of Cambodia’s
archaeological riches, the great temples of Angkor, neither of their
existence, nor their remarkable history. This sounds shameful now,
but it is true.
I had difficulty imagining what I would fi nd in Phnom Penh, even
though the mission’s “post report” summoned up a set of remarkably
exotic images. I learnt I would attend ceremonies at the Royal Palace,
where the king was the father of the man who had been king before
him. And I found I should equip myself with a suit tailored from
white sharkskin cloth, the prescribed dress for the diplomatic corps at
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daytime ceremonies. When I later came to wear it with my colleagues
in the corps I could never rid myself of the feeling that we looked
like a rather seedy collection of Italian ice cream vendors. For my
representational duties, the post report noted, I should be aware that
offering a coupe de champagne at the end of the day was a favoured
form of entertainment. This was only one testimony to a continuing
link with France, the former colonial power, whose language was
still widely used by the Cambodia government. This, I was told, was
the reason for my being sent to Phnom Penh. With some capacity in
the language, I was an appropriate, if very junior, choice for the slot
falling vacant the following year. (Since in 1958 Phnom Penh was,
psychologically, about as far distant from Canberra as it was possible
to be I could not discount the thought that I was also chosen for this
out-of-the-way posting by the “mandarin”, the formidable Sir Arthur
Tange, who headed the foreign service as a consequence of my having
dropped a catch off his bowling in a social cricket match.)
Daily life, the post report told me, would be both eased and
complicated by Phnom Penh’s setting. In a city where labour was
cheap, there would be domestic help. But many of the everyday
necessities of living would not be obtainable, or not at a price that was
reasonable: no fresh milk, no butter other than what came in tins, a
paucity or complete lack of standard pharmaceutical supplies. Reliable
medical assistance was unavailable, so that serious illness would
require evacuation to Bangkok – something I ultimately experienced
when I contracted amoebic dysentery. And I should anticipate that the
city’s one so-called department store, the “Magasins Moderns”, was
distinguished more by what it did not have in stock than by the variety
of its merchandise.
Then, as the time to leave Australia drew closer, an attempted
rebellion, in February 1959, against the authority of Prince Norodom
Sihanouk, then Cambodia’s undisputed leader, ended with the
chief rebel being “shot while attempting to escape”. It was clear that
there was more to Cambodian politics than the comic opera picture
conjured up by references to princes and palaces, royal elephants and
exquisite dancing by the court ballet. Phnom Penh was indeed exotic,
but part of that exoticism involved a political world that already had
a deeply dark character and which, within less than ten years, would
begin a descent into terrible bloodshed and, ultimately, a remorseless
tyranny of an order that no one had foreseen or could imagine.

First impressions
First impressions have a powerful place in memory, and so it is
that I remember with startling clarity stepping out of a Royal Air
Cambodge DC-3, at nine in the morning on 6 April 1959, onto the
baking tarmac of Pochentong airport and into a stifl ing blanket of
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heat. I had spent the previous night in Saigon (today’s Ho Chi Minh
City), a brief stopover which had left me with a vivid impression of
a big city that still had strong echoes of France in the Orient, even
though Vietnam had gained its independence five years previously.
Now, at Phnom Penh’s airport, I stood in a setting surrounded by a
rural landscape with few buildings in sight apart from the airport’s
terminal. The paddy fields stretching away from the airport’s
perimeter were dull khaki-grey in colour, for this was the height of the
dry season, and the fields were empty except for the stubble of crops
harvested months before. Tall sugar palms provided some sense of
scale in the dust-fi lled air. And here and there in the distance I saw
pillars of dust rising into the sky from the bone-dry tracks that wound
through the countryside. They seemed like some Cambodian version
of the biblical “pillars of smoke by day”, as they marked the slow
passage of ox carts traversing areas impassable to motor traffic.
Pochentong airport is only four kilometres from central Phnom
Penh and in 1959 the fi rst two of these ran through largely open
country before entering a city that, like Saigon, still preserved strong
memories of its past as part of France’s colonial empire. Strung out
along the Tonle Sap River, the tributary of the Mekong that runs
from the Great Lake until it reaches the river’s main stream at Phnom
Penh, Cambodia’s capital in 1959 seemed, at fi rst sight, blessed by
location and an apparent prosperity. As I was later to realise, the
landmarks remarked on by nineteenth-century travellers and by
literary visitors as diverse as Pierre Loti and Somerset Maugham were
there, unchanged. The phnom or “hill”, from which the city takes
part of its name, matched the image recorded by the French explorers
who had travelled up the Mekong in the 1860s. And the Royal Palace,
with the multicoloured tiles of its scattered buildings glistening in the
sun, stood beside the river as both the symbolic and actual centre of
Phnom Penh.
In 1959, the city’s architectural and demographic character still
reflected the tripartite division that had come into being after the
French established their “protectorate” over Cambodia in 1863.
(The supposed difference between a “protectorate” and a “colony”
was no more than a legal fig leaf to cover the fact that from the 1860s
until it gained independence in 1953, Cambodia was in every way
that mattered a French colony.) There were still sections of the city
that could be identified with the colonial “European Quarter”, a
“Chinese Quarter” and a “Cambodian Quarter”. These were no
longer as clearly defi ned as they had been in colonial times, but
the names by which they were known still reflected their essential
character. Added to these three main divisions were a scattered
groupings in which Vietnamese predominated. One was in central
Phnom Penh to the west of the Cambodian Quarter. The other two
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locations where Vietnamese were numerous were in the area to the
north of the European Quarter and in the peninsula formed by the
Mekong and Tonle Sap Rivers and reached, today, by the “Japanese
Friendship Bridge”. This latter area, known as Chruoy Changvar,
was once mostly occupied by members of Cambodia’s Islamic
community. Today they number half a million in the whole of the
country, but they were barely half that number in 1959. By the 1950s
the peninsula’s large number of Vietnamese inhabitants also gave it a
strongly Catholic religious identification. This fact did nothing to save
it from being the site of a terrible, ethnically-motivated massacre in
the turbulent fi rst months of Cambodia’s civil war in 1970. Today the
main road running north past Chruoy Changvar has become home to
a series of large, noisy bars and restaurants, many tawdry in character
and more than a few combining their proclaimed services as massage
parlours with undisguised identities as the capital’s busiest brothels.
With the French element of Phnom Penh’s population greatly
reduced after Cambodia gained independence in 1953, the half
million people who lived in the city in 1959 were divided into three
roughly equal groups: Cambodians, Chinese and Vietnamese. These
were groups that largely lived apart socially as well as in their choice of
residence, however much their working lives intersected. If not at the
bottom of the social pyramid as a coolie or cycle rickshaw (a cyclopousse
in local terminology) rider, Cambodians fi lled the ranks of the civil
service, were teachers and only occasionally, notably if they were part
Chinese in ancestry, engaged in commerce. And it was Cambodians
who made up the ranks of the Buddhist monks, still referred to by the
French term at this time as bonzes. In their saffron coloured robes,
they were a ubiquitous presence at every state ceremony and they
fi lled the streets near the palace with colour when they poured out of
the Buddhist University in the late morning. To succeed in commerce
was the aim of Phnom Penh’s vigorous and noisy Chinese population,
and some did so spectacularly well. Then there were the Vietnamese,
many of them Catholic, and an object of dislike and distrust for most
Cambodians who saw them as both traditional enemies and as the
ethnic group the French had imported into the country to act in the
lower ranks of the colonial administration. In 1959 the men of the
Vietnamese community mostly fi lled roles as clerks and small-scale
merchants, while their women folk frequently worked as domestics,
particularly for Western expatriates.

The “good years”
For a Western foreigner, Phnom Penh at the beginning of the
1960s was an attractive place to be. Fuelled by the presence of a large,
free-spending American community, with its embassy and its aid and
military missions, the economy was kind to Cambodia’s elite, who
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reaped enormous profits by renting out their real estate holdings at
inflated prices. To a surprising degree, some of the elite’s prosperity
did, indeed, trickle down to the rest of Phnom Penh’s community.
There was poverty, of course, some of it dire. It was largely hidden by
the fact that the poor lived in shanty settlements far from the centre
of the city, where, in any event, the police moved swiftly to remove
the occasional beggar from the streets. And if American money was
a key to much of Phnom Penh’s prosperity, there were still important
French commercial interests in the country, notably in the huge
rubber plantations on the red earth lands across the Mekong River
beyond the north-eastern provincial centre of Kompong Cham.
The French had surrendered government control to Cambodians,
but they were still a powerful, if discreet, force in relation to the
country’s external politics. The French embassy was without doubt
the best informed in Cambodia and provided a stereotypically Gallic
touch to social life in Phnom Penh in the person of its deputy head of
mission. He was a debonair and handsome aristocrat, Pierre Mathivet
de la Ville de Mirmont, who rotated his “fi rst” and “second” wives,
as he referred to them, through Phnom Penh and kept a gibbon in his
house. More seriously, the French had a clearly observable presence in
cultural terms, from the Lycée Descartes staffed by French teachers,
the preferred institution for the children of Phnom Penh’s elite,
which continues to function today, to the Ecole Française d’ExtrêmeOrient concerned with Cambodia’s past cultural history. There was
a pervasive presence of French products, though not yet of “Alain
Delon” cigarettes, named in honour of the French fi lm star. Now
advertised widely, they are a relatively recent addition to the Phnom
Penh scene. But bread in the characteristic French-style baguette
was present everywhere, so much so that it had become as much a
Cambodian as a French food staple. It remains so today.
In everyday terms the French presence was apparent in such
quintessentially Gallic establishments as the Bar Jean and the Zigzag
Bar, both drinking haunts which seemed to have been transplanted,
together with their customers, from Marseilles. I had a particular
affection for a now-vanished, traditionally-run restaurant, La
Taverne, with Monsieur Mignon as its patron, in the post office
square. Categorising Australians as Anglo-Saxons, and so not truly
appreciative of the joys of food and wine, he would upbraid me for
asking whether the seafood he served had been kept on ice as it
journeyed up from the coast during the hottest months of the year.
The taste is what matters, he would insist over and again, not what
happens in your stomach afterwards.
Much of the ambience I have just described remained when I
returned to Phnom Penh to carry out historical research in 1966,
but there were already threatening clouds on the political horizon.
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Sihanouk had renounced American aid and Cambodia’s economy was
in decline. The intensity of the war in Vietnam was increasing and
with it Sihanouk’s secret decisions to seek an accommodation with the
Vietnamese communists, whom he feared would ultimately win. And
in the face of these new challenges he increasingly devoted his time
to making feature-length fi lms of execrable aesthetic quality. Then in
March 1970 his right-wing associates threw him out of office and for
next five years Cambodia was racked by a terrible civil war. At fi rst
Phnom Penh was little affected by the war, but by 1974 as the Khmer
Rouge forces opposing the Lon Nol regime came closer to the city its
outskirts began to be ravaged by rocket and then artillery fi re. At the
same time the population of the city swelled in size as refugees poured
in from the countryside. Finally, in April 1975 Phnom Penh fell to the
Cambodian communists led by Pol Pot.
What happened next is well known in its outlines, but still a puzzle
for analysts. We know that Pol Pot emptied Phnom Penh of most of its
inhabitants and we understand some – some only – of the reasons for
this. Fundamentally, Pol Pot wanted to remake Cambodian society
totally and he believed that the urban population stood in the way
of this great endeavour. So for three years and nearly nine months
Phnom Penh was a city with its population reduced to about 5060,000 people, with whole areas left to rot. Remarkably, relatively little
of the city was deliberately damaged or demolished, the exception
being the Catholic churches, including the Catholic cathedral, which
with one exception were razed to the ground. And it was during this
terrible period that the former suburban high school buildings at Tuol
Sleng were transformed into an extermination centre.
I have, in my book, quoted the impressions of Phnom Penh from
the fi rst Western visitors to come to the city after the Vietnamese
invaded and chased Pol Pot and his associates from the capital in
January 1979. Their reports make grim reading, and there was much
that was grim about what I saw when I was able to visit the city in
September 1981. At that time estimates put the population of Phnom
Penh at somewhere between three and four hundred thousand – no
one really knew what the correct figure was. The services that existed
were basic and much depended on the support the Vietnamese
afforded their Cambodia protégés.
Throughout the 1980s Cambodia remained a victim of rivalries
linked both to the Cold War and to the intense rivalry between
Vietnam, as a proxy for the Soviet Union, and China. Phnom Penh’s
population slowly grew in size but the city remained a casualty of
the years of war. It was not until a settlement of the “Cambodian
Problem” was reached in 1991 and a period of United Nations
administration led to elections being held in 1993 that real and rapid
change began to take place in the city.
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Much of what a visitor sees in Phnom Penh today and particularly
away from the city centre is the result of a building boom that began
a decade ago. And to those changes are now being added, for the fi rst
time, a number of high-rise buildings that will transform Phnom
Penh’s cityscape. Cambodia’s capital has now been transformed in
other ways. With growing but very unequal prosperity Phnom Penh
now experiences traffic jams and the air is heavy with the fumes of the
multiple two-wheeled vehicles that throng the city.

And the future?
Some subjects have an obvious ending. Phnom Penh is not one
of these. That the city itself and many of its people are better off in a
material sense than was the case in the 1980s, and indeed, the 1990s,
is arguably correct. It would scarcely be the judgment of those who
have just been evicted by the government from their fl imsy shanty
towns or are waiting for this to happen to them. Neither would it be
the outlook of those men and women who have fearlessly sought to
establish trade unions to protect the workers in the garment industry.
And for all who live in Phnom Penh, the promise that was inherent in
the election of 1993, that something approaching democracy was in
prospect for Cambodia, has well and truly failed to materialise.
Yet it is not the place of a foreigner, no matter how closely involved
in the city, and no matter for how long, to deny the hope that clearly
is held by many younger Cambodians that something better can
be achieved than what currently exists in their capital and in their
country. Given the real dangers associated with speaking out against
the present governing regime, there is every reason to admire the
courage of those in Phnom Penh, particularly the men and women
associated with domestic NGOs, who bravely call for change and are
ready to criticise the current political system. In a phrase that has
entered the lexicon of any serious discussion of Cambodia and its
history, David Chandler has written of “the tragedy of Cambodian
history”. Only a supremely unperceptive optimist would suggest that
the tragedy is no longer part of drama played out each day in Phnom
Penh. As Phnom Penh and Cambodia as a whole stand poised on the
threshold of sudden wealth flowing to the government from the oil
deposits that have been discovered in the Gulf of Thailand, might
this mean that hope can fi nally triumph over tragedy? That there is no
certain answer to that question is a sad but realistic reflection on life
in contemporary Phnom Penh.
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Dr Sue Gordon AM was born at Belele Station, near
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from her mother and family at the age of four and raised at
Sister Kate’s home in Queens Park, Western Australia. In
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Planning, becoming the fi rst Aboriginal person to head
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Emergency Response Taskforce. Sue Gordon addressed The
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THE NORTHERN
TERRITORY EMERGENCY
RESPONSE: A REFLECTION
SUE GORDON
Thank you fi rstly to Gerard Henderson for the invitation to speak
here tonight to The Sydney Institute.
I will try to give you an overview of what has happened since 21
June 2007 when the former Prime Minister, the Hon John Howard,
and the former Minister for Families, Community Services and
Indigenous Affairs, Mal Brough, announced the National Emergency
Response to protect Aboriginal children in the Northern Territory.
This was also strongly supported by the then Opposition. This
bipartisan support for essential elements of the Emergency Response
was, is and will be critical for long-term success in tackling and
overcoming the tragic problems in Northern Territory remote
Aboriginal communities. Of course there are and will be differences
of emphasis and specific policies. But our legislators need to continue
to seek the maximum common ground between them if they want
to work effectively with Indigenous communities to remove what is a
major blight on the nation’s social fabric.
I should stress that this is a purely personal reflection at this
point in time, with the Emergency Response still not quite one year
old. I am not speaking either for the Taskforce, which I chair, or the
government.
The Minister for Families, Housing, Community Services
and Indigenous Affairs, Jenny Macklin, last week announced the
composition of a Northern Territory Emergency Response Review
Board and an Expert Group to “conduct an independent and
transparent review of the Northern Territory Emergency Response
to assess what is working, whether the measures are effective, and
their impact to date on individuals and communities.”1 In this
announcement, Minister Macklin reaffi rmed that the government
is “determined to improve the safety and wellbeing of children
and families in remote Northern Territory communities and is
committed to an evidence-based approach to closing the gap between
Indigenous and non-Indigenous Australians.” The Review of the
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Northern Territory Emergency Response should provide a wide
range of evidence and opinion on which all interested Australians can
reflect, especially government as it seeks to fi ne-tune the Emergency
Response.
I would like to frame my talk today by referring to a publication
released on 25 October 2007 by the Australian Public Service
Commission entitled Tackling Wicked Problems: A Public Policy
Perspective.2 It defi nes a wicked problem as an issue that is “highly
resistant to resolution.” It is “difficult to clearly defi ne, […has]
many interdependencies, […is] often multi-causal, […] not stable,
[…] socially complex, […] hardly ever sit[s] conveniently within the
responsibility of one organisation and involve[s] changing behaviour”.
The APSC report goes on to say that Indigenous disadvantage is an
ongoing, seemingly intractable issue, but it is clear that the motivation
and behaviour of individuals and communities lies at the heart of
successful approaches. It also says that a key ingredient is the need for
coordination and an overarching strategy amongst the services and
programs supported by the various levels of government and NGOs. I
agree with this wholeheartedly.
The report concludes that tackling a wicked problem is an
evolving art, but one which seems to require (to name a few):
• Holistic, not partial or linear thinking.
• Innovative and flexible approaches.
• The ability to work across agency boundaries.
• Tolerating uncertainty and accepting the need for a long term
focus.
From this we can see that violence and abuse in Indigenous
communities is a so called “wicked problem”. This is consistent with
the generally held view that violence and abuse don’t just happen:
there are a multitude of contributory factors; it is socially complex;
and there are systemic issues that mean that it can be challenging to
make changes and sometimes things slip through the cracks.
Much of the violence is a manifestation of social problems
developed over decades. These include a loss of identity and culture
and the breakdown of Indigenous communities, unemployment, lack
of education, substandard health, poor housing, pornography and
gambling, alcohol and drug abuse. These are instrumental causes of
dysfunction leading to violence and substance abuse, and frequently
community members are trapped in this dysfunction, perpetuating the
cycle of disadvantage and hopelessness. Often the violence is serious
and often it goes unreported. In many remote communities law and
order has either been absent or seriously lacking for some time which
creates an environment where violence and abuse go undetected. I am
aware, for example, of communities such as Docker River where the
Ngaanyatjarra Pitjantjatjara Yankunytjatjara Women’s Council (NPY
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Women’s Council) in Alice Springs have been lobbying since 1990 for
police to be stationed there permanently and they are still lobbying for
it to happen.
For Indigenous people, the term family violence rather than
domestic violence may better reflect the often inter-connecting
and trans-generational experience of violence within Indigenous
communities. There are no direct measures of Indigenous family
violence (either between adult parents or upon children); however
there are a number of statistics that provide an indication of the level
of violence experienced by Indigenous people.
A particular aspect of family violence and dysfunction that is
very much on my radar is child protection. In my role as a Children’s
Court Magistrate, I’ve seen on a daily basis for the past 20 years the
devastating and long-term impacts of child abuse in all its forms. In
2002, I chaired the Western Australian Inquiry into the Response by
Government Agencies to Complaints of Family Violence and Child Abuse
in Aboriginal Communities3 – commonly known as the Gordon Inquiry
– which reported to the Western Australian Premier on 31 July 2002.
The report made 197 recommendations grouped around four main
themes:
• Strengthening the responses to child abuse and family violence
• Strengthening the responses to vulnerable children and adults at
risk
• Strengthening the safety of communities
• Strengthening the governance, confidence, economic capacity
and sustainability of communities.
More generally we found that:
• Child abuse and family violence occur in Indigenous
communities at a much higher rate than that of non-Indigenous
communities.
• Better responses are needed when this violence occurs, and
• Governments need to provide a coordinated “joined up”
approach to service delivery that responds to each community’s
need for integrated service provision.
As well as revealing the sheer magnitude of the problems
associated with child abuse and protection, the Gordon Inquiry
underlined the importance of a holistic response. One that extends
beyond child protection and law enforcement agencies to encompass
all government agencies (Commonwealth, State/Territory and local)
and one that deals with related community safety and sustainability
issues. The other significant element of my involvement in what
might be called the “pre-history” of the NT Emergency Response
is the work of the National Indigenous Council (NIC), which was
established by the former government in December 2004. I deal with

38

THE NORTHERN TERRITORY EMERGENCY RESPONSE: A REFLECTION

the work of the NIC and its influence on government policy thinking
in the Appendix to this paper.

Northern Territory Emergency Response
The release of the Little Children are Sacred 4 report was the catalyst
that spurred the Australian government to act decisively to protect
children and individuals at risk, and to lay the foundations for a
safer and more secure future for indigenous people in the Northern
Territory. But it was also the culmination of the knowledge gained
from several government reports in other states on violence and child
abuse in Indigenous communities.
On 21 June 2007, the Australian government declared an
emergency in the Northern Territory, taking the opportunity to act
where it had the powers under the Australian Constitution to deal
with the urgency of the situation.

National Emergency measures
The emergency measures to protect children announced on 21
June 2007 by the former government included:
• Introducing widespread alcohol restrictions on Northern
Territory Aboriginal land.
• Introducing welfare reforms to stem the flow of cash going
toward substance abuse and to ensure funds meant to be for
children’s welfare are used for that purpose.
• Enforcing school attendance by linking income support and
family assistance payments to school attendance for all people
living on Aboriginal land and providing meals for children at
school at parents’ cost.
• Introducing compulsory health checks for all Aboriginal children
to identify and treat health problems and any effects of abuse;
• Acquiring townships prescribed by the Australian government
through five year leases including payment of reasonable
compensation.
• As part of the immediate emergency response, increasing
policing levels in prescribed communities, including requesting
secondments from other jurisdictions to supplement NT
resources, funded by the Australian government.
• Requiring intensified on-the-ground clean up and repair of
communities to make them safer and healthier by marshalling
local workforces through Work for the Dole.
• Improving housing and reforming community living
arrangements in prescribed communities including the
introduction of market based rents and normal tenancy
arrangements.
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• Banning the possession of X-rated pornography and introducing
audits of all publicly funded computers to identify illegal
material.
• Scrapping the permit system for common areas, road corridors
and airstrips for prescribed communities on Aboriginal land;
and
• Improving governance by appointing managers of all government
business in prescribed communities.
Bipartisan support was given by the new Government who
undertook to maintain the NT Emergency Response, albeit with a
couple of changes, pending a review.

Role of the NT Emergency Response Taskforce
The role of the Northern Territory Emergency Response
Taskforce (NTERT), announced on 25 June 2007, was to advise
the Australian government and oversee the implementation of the
government’s Northern Territory Emergency Response intervention
measures. I was asked to chair the NTERT and readily agreed to do
so as my particular interest is the protection of children. In my role as
a magistrate I deal with both criminal offences and the protection of
children on a daily basis and am appalled in this current climate that
child protection is still not given the prominence that I would expect.
I came to the Taskforce with this background and I have not allowed
myself to become caught up with other issues but have maintained
my focus totally on changes that enhance the protection of children.
I have spoken to both men and women on what constitutes child
abuse as I found initially that most people believe it only meant sexual
assault or rape.
The original Taskforce consisted of myself, Major General
Dave Chalmers AO, CSC (Operational Commander), Miriamrose
Baumann AM, Dr Bill Glasson AO, Roger Corbett AO, John Reeves
QC (who resigned following his appointment as a Judge of the Federal
Court of Australia), Dr Peter Shergold AC (who resigned when
his contract as Secretary of the Department of the Prime Minister
and Cabinet expired in February 2008) and Paul Tyrrell from the
Northern Territory. Terry Moran AO, now head of the Department of
the Prime Minister and Cabinet, has replaced Dr Shergold and Mike
Burgess, Chief Executive of the Northern Territory Chief Minister’s
Department, has replaced Paul Tyrrell.

The Taskforce’s terms of reference
The Northern Territory Emergency Response Taskforce
(NTERT) was formed in the wake of the Little Children are Sacred
report. The objective of the Taskforce is to oversight the response
to deal with child abuse and family violence and remote Aboriginal
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communities in the Northern Territory. The emergency response is
the platform for successful long term action. The Taskforce’s terms of
reference are:
1. Provide expert advice to the Australian government on the
implementation of the emergency response.
2. Provide oversight of the NTERT Operational Group.
3. Promote public understanding of the issues involved.
4. Alert government to current and emerging issues that relate
directly to the implementation of the response.
5. Report to the Prime Minister and the Minister for Families,
Community Services and Indigenous Affairs on the progress of
the response.
Major General Chalmers is the Operational Commander and part
of his role is to ensure the coherent and coordinated on-the-ground
rollout of the government’s policies and the operational effort around
it. His role has been the key to the success of the roll-out of the
emergency measures. His background in strategic planning and major
overseas operations in East Timor and following the tsunami in Aceh
made him the right choice.
He and his team at the Operations Centre are responsible for a
multitude of tasks including but not limited to:
• Community engagement so that communities know what is
happening and why.
• Data gathering and monitoring including identification of
communities in critical situations.
• Coordinated delivery of resources and activities such as the
deployment of child health check teams or commencement of
income management in communities.
• The setting up, appointment and support of Government
Business managers; and
• Liaison with the Australian government, the Northern Territory
(NT) government and other state authorities to provide the best
support on the ground.
The public servants who have volunteered to work in the NT
need to be commended for their dedication and enthusiasm. It is not
easy uprooting yourself from family and friends to work in an already
difficult and demanding situation. Some of the people have never been
to an Aboriginal community and are now seeing, fi rst-hand, what the
issues are. They are coming away with a better understanding and
knowledge of the Indigenous Australians they are working for and are
better equipped to inform policy development and service delivery in
this area.
Major General Chalmers and I, as well as the Deputy Commander
of the Operations Centre, Brian Stacey, have spent a significant
amount of time visiting communities, talking to individuals or
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community leaders, to organisations and councils, to bureaucrats and
Ministers, as have other members of the Taskforce. On our visits to
communities we have seen and been told things that you would not
expect to see and hear in Australia today. We meet with community
members. We listen to them and hear about the issues that concern
them, including in relation to the Intervention. Each community
is different though there are common themes emerging: lack of
policing, easy access to “grog”, drugs and poor and overcrowded
housing to name a few. Most of these issues have been discussed with
governments of all persuasions for quite a few decades.
Our community visits and consultations constantly reveal the
need for the Intervention, and help to inform the advice that we
formulate and provide to government, both in terms of policy and
service delivery approaches. Our advice to government highlights
policy or service delivery gaps that may require more consideration.
As a Taskforce we discuss the issues raised and any perceived
shortcomings we consider should be brought to the government’s
attention. This is one of the most complex and challenging whole-ofgovernment policy interventions that has been attempted. It involves
every possible stakeholder, from individuals through to government
ministers, community organisations, from academics to bureaucrats
– as more communities are “brought on-line” the task of coordinating
becomes more critical as does the need for consistent communication
messages. Communication is a critical issue. The success or failure of
a policy can hang on how well it is communicated to the communities
and individuals affected and how well the ground-work is laid for
its implementation. In the beginning communication was a major
problem for the Intervention.
Operations Centre in Canberra was in control. It took some time
and discussion for communications and media to be placed under the
control of Major General Dave Chalmers, which then allowed us to
at least localise what we were trying to impart to the communities.
In the early days of the Intervention, we saw the fear and confusion
wrought through misinformation about the government’s intention
in the NT, for example the Army is going to take the kids away. This
was patently untrue, yet highlights that even the best intentions can
go awry, especially when there are people who have a vested interest
in maintaining the status quo. There is still much misinformation
being spread by a wide variety of sources. Even as recently as 21 May
2008, Patrick Dodson, on being named as the recipient of the Sydney
Peace Prize, was referred to as saying that he wants Canberra to
pull its military arm out of Aboriginal communities and to negotiate
with Indigenous people on a new plan, and that he welcomed the
government’s apology to the Stolen Generations, but giving extra
money in the budget to the intervention was wrong. He was quoted as
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saying: “It is a misuse of the soldiers. Move the soldiers out. Get them
to protect the borders.”
This was factually wrong: yes the Intervention did use Norforce
and Reservists; but this was in the early stages in 2007 to help with
logistics such as transport for the Operations Centre staff, with the
Child Health Check teams transport and tent accommodation and
of course to transport facilities for police and others in the form of
containers and custodial facilities by barge. Ironically the Indigenous
Norforce soldiers and Reservists who assisted in the early stages were
well received and even assisted in giving information to communities
who wanted to fi nd out how to enlist. The ADF through its Army
Aboriginal Community Assistance Program has been operating in
northern Australian remote Aboriginal communities for many years,
and has always been well received.
The Intervention is fundamentally about the people in the 73
prescribed communities and Town Camps across the NT – the
children, women, the abused and the disenfranchised. This is an
issue that I keep coming back to, and that is if you want to protect
children you have to look after the whole community. This is the
approach that has been adopted for the NT Emergency Response.
Rather than a piecemeal approach, the needs of communities as a
whole are being considered. As a starting point the aim was to stabilise
communities. The NT Emergency Response took a broad view
and sees child protection as not just about protection from sexual
abuse, but also about resolving the range of factors that contribute to
violence and abuse within communities. It is just not simply a case of
appointing more child protection officers. We needed to remember
that we had to work with the Northern Territory government as it has
statutory responsibility for child protection as well as responsibility
for infrastructure, housing, health, education, police etc. Lack of
meaningful work, high levels of substance misuse, poor housing, lack
of policing and the like: in any environment this would be a pressure
cooker for violence and abuse to occur. Providing additional police,
improving housing, ensuring kids attend school, banning alcohol,
drugs, pornography and managing income in these vulnerable
communities are all measures designed to make communities safer
for children and the community as a whole. A key element of the
Intervention was increasing the number of police by around 60-70 in
the prescribed communities. If there are no police in your community
how can law and order be maintained?
There has been a lot of negative reporting and comments by
individuals around the child health checks and the press has made
much of the fact that no-one had been charged as a result of the child
health checks being conducted under the Intervention. Mandatory
forensic examinations were originally to be part of the mandatory
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child health checks, but this was changed to be just voluntary child
health checks only involving the usual height, weight, ears, nose and
throat etc. If any evidence of sexual abuse was found or elicited as
part of the examination, it was to be reported as per mandatory NT
requirements. However, I would argue that while there were many
commentators saying that mandatory health checks were a breach of
human rights, I have not heard or seen one of these commentators
point out that for decades before the NT Emergency Response began
that the human rights of Aboriginal people in the 73 prescribed
communities and Town Camps were being regularly breached, along
with the United Nations Convention on the Rights of the Child,
which had effectively been abandoned. The neglect by governments
of all persuasions in relation to Aboriginal people and children over
decades has been a sad indictment for Australia which is regularly
described as “the lucky country”.

The first phase – stabilisation, law and order
The fi rst phase of the NT Emergency Response in relation to the
73 prescribed communities and Town Camps was for stablisation, that
is, law and order, putting police into communities where there have
never been permanent police. This was to begin making communities
safe for women and children. This period was to go for 12 months. As
of 4 June 2008, there are 51 additional police deployed: 33 interstate
police and 18 NT police. There is now a new police presence in 18
communities.
• Stores The previous Australian government had long been
concerned about the stores operating in the remote indigenous
communities. Too many of these stores were poorly managed and
had low quality goods sold at high prices. The way community stores
operate and the quantity and quality of food they provide is critical to
the Australian government’s efforts to improve the lives of Indigenous
people in the NT. The quality and integrity of stores is also important
in the context of the introduction of income management of welfare
recipients. The previous Australian government, supported by the
then Opposition set up a licensing system for community stores in the
NT. Stores which are licensed are able to participate in the income
management arrangements. Licences are issued to community stores
that:
• Are able to participate in the requirements of the income
management scheme.
• Have a reasonable quality, quantity and range of groceries and
consumer items, including healthy food and drink, available and
promoted at the store; and
• Can demonstrate sound fi nancial structures, retail practices and
governance.
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Every effort was to be made to ensure that stores are operated
by people who can meet these standards – this is in the interest of
everyone in the community. If a store operator cannot meet some
of the assessment criteria initially, then a conditional licence can be
issued, with guidance on how to fully meet the assessment criteria.
As a last resort, the Minister may make a declaration transferring
the assets of the store to the Commonwealth. This then enables the
Commonwealth to appoint an operator who could meet licensing
conditions. Once this assessment is fi nished, the Operational
Commander, Major General Chalmers forwards his recommendation
to the Minister, who then signs the Instrument as per the Northern
Territory Emergency Response Act 2007, to license the store. As a
result of this quite a few of the stores are now making a profit for
the fi rst time and people have access to fresh fruit and vegetables at
comparable prices.
As of 4 June 2008, there are a total of 57 community stores
licensed, with 41 stores operating under store-specific licences and
16 stores operating under corporate licences issued to Outback Stores
and Arnhem Land Progress Association (ALPA). Bush orders are
operating in three communities.
• Income management Income management means that part of
a Centrelink payment is managed by Centrelink to help pay for items
necessary for the wellbeing of a family. After deductions such as child
support payments and government debt repayments, half (50 per cent)
of the regular fortnightly Centrelink payment, and all of any advances
and lump sum payments, are managed by Centrelink. The other half
(50 per cent) of the regular fortnightly Centrelink payment is paid
in the usual way, i.e. through banking arrangements agreed by the
recipient. Centrelink uses the managed money to pay for items such
as food, clothes, rent, electricity, medicine, things for the children and
basic household goods. The distribution of money among these items
is according to the wishes and circumstances of the recipient. The
money cannot be spent on alcohol, tobacco, pornography or gambling.
Centrelink officers sit down with each individual and discuss what
payments they need to be paid and what their current needs are, no
one is forced to shop at a particular store, it is the person’s choice, and
they can change stores whenever they like. All Centrelink recipients
who live on Aboriginal land in the 73 prescribed communities and
Town Camps are subject to income management, regardless of
whether the Centrelink recipient is Aboriginal or non-Aboriginal.
Income management has now given assurance to families of
having food daily for children and themselves. Humbugging, which
is an act of intimidation by people to hand over their money to
others, has decreased and women are openly saying they would like
to keep income management in place. This is important to note, as
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income management was to be for a 12-month period from the time it
commences in any one community and was designed to give people a
“breathing space”.
• School Nutrition Program School Nutrition Programs (SNP)
were designed to ensure children in the prescribed communities
and Town Camps had access to breakfast, morning tea and lunch. A
number of communities have been running SNPs for some time. The
Northern Territory Emergency Response has built on this in some
communities and in other communities has had to start the whole
process from scratch. As an example, I recently visited a community
south of Alice Springs and saw a SNP in progress. For breakfast, the
children had a choice of porridge (bearing in mind the desert cold has
begun in the Central Desert Region) or weetbix. To follow, they had
a sausage in a piece of toast and a drink. They got a piece of fruit for
morning tea and either a sandwich or stew and rice for lunch. Each
SNP is different and depends on the people running it. Parents are
asked to contribute through their income managed money. At one
primary school I went to, I was told that since the SNP had been in
place for the previous four months, they had seen the instances of
running noses lessening and the kids are more alert at school. In some
cases where children went home at lunch time and did not return,
they are now staying as they get a lunch. As at 4 June 2008, students
in 48 communities and associated outstations and seven Town
Camp regions where income management has commenced are being
provided with a meal when they attend school.
• Government Business Managers Government Business
Managers (GBMs) are the Australian government’s face in the
communities. All Australian government business goes through
them. They do not run the community, they are completely separate
from the community management. They are defi nitely not the new
protectors of Aboriginal people. Where previously government
agencies visited communities when they saw fit, the GBM now tries
to organise visits on a more constructive basis in the community’s
interest, not the government agency. The GBMs work closely with
the NT government and the non-government sector. If a community
wants to know anything about Australian government business, the
GBM is their key. Communities were somewhat understandably
concerned about the GBMs’ role, but are now working very well
with them and openly let both myself and Major General Chalmers
know this when we visit. The GBMs are not with their families, they
understood that accommodation is basic, and the Operations Centre
Social Worker is their support along with designated officers. The
GBMs have come from a variety of backgrounds: some existing public
servants, some already working with Aboriginal communities, former
police officers, former ADF personnel, former school teachers as well
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as other occupations. They have had to in most cases understand
and learn how to handle isolation, have had cross-cultural awareness
training, have had 4-wheeldrive training, have had fi rst aid training
and are equipped with all modern communications such as satellite
phones, given that a lot of remote communities do not have very
good communications infrastructure. As of 4 June 2008, there are 51
GBMs in place servicing 72 communities; some obviously cover more
than one community.
• Child Health Checks As of 4 June 2008, Child Health Checks
(CHCs) have been undertaken in 70 communities (or approximately
96 per cent): 47 by Child Health Check Teams and 23 by Aboriginal
Medical Services (AMS)/NT DHCS (Health and Community
Services). Thus 8,797 NT Emergency Response CHCs have been
completed. Up to 40 children are expected to receive Ear Nose and
Throat (ENT) specialist services during the second ENT list for
Central Australia. Children who received ENT surgery as part of
the fi rst rollout will also receive ENT post surgical care this week in
Alice Springs. 548 children had received an audiological assessment
in Central Australia; and 32 children had received ENT surgery.
Two hundred and fi fty six children had received treatment as part of
oral health follow up in Central Australia. Children and their carers
are transported to Alice Springs and accommodated as part of the
arrangements.
• Child Special Services Northern Territory Department of
Health and Community Services (DHCS) Mobile Outreach Service
has begun to deliver services in communities where the Sexual Assault
Referral Centre (SARC) had not been able to go previously.
• Community Development Employment Projects The
Community Development Employment Projects (CDEP) program
was removed in some communities by the previous government, with
the aim of getting people into real jobs. The current government
put a moratorium on this effective from 10 December 2007 and
said they would be reforming the CDEP, with the eventual aim of
getting people into real jobs where possible. When I say real jobs,
this is in the context that CDEP funded quite a lot of both Australian
and Northern Territory government positions in communities. For
example, an Aboriginal Health Worker in Alice Springs receives
an Award Wage and all the benefits including superannuation,
while Aboriginal Health Workers in a community only received
CDEP without any other benefits and no superannuation. Both the
Australian government and Northern Territory government have
been working to turn this around and have identified the jobs they
should be funding. Proposed Australian government funded jobs are
expected to increase from 667 jobs to 785 jobs, with an additional
155 NT government jobs having already received funding. CDEP is
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now being offered back to those communities who wish to resume
the program. However reforms will be discussed with the prescribed
communities and Town Camps. CDEP is due to be reinstated on 1
July 2008 in conjunction with the commencement of the new Shire
arrangements in the Northern Territory. In most cases CDEP will be
managed through the new Shire arrangements.
• Community Employment Brokers As at 4 June 2008,
there are 43 Community Employment Brokers in place servicing 67
communities and associated outstations. These officers are working
with Job Network members from within their respective communities
to identify real jobs.
• Work for the Dole The Work for the Dole program as at 4
June 2008, has 44 activities with participants in 30 communities and
associated outstations and 4 Town Camp regions. There have been a
total of 74 Work for the Dole activities commenced with participants
in 40 communities, 2 associated outstations and 5 Town Camp
regions since 21 June 2007.
• Community Clean-up Program The Community Clean-up
(CCU) Program was designed to “make safe” and do “minor repairs”
and involved Indigenous Business Australia arranging contractors to
assess urgent works required to make houses safe, such as electrical,
plumbing, gas, carpentry etc. Community people are expected to
participate where possible. A few of the communities have excellent
maintenance programs for their housing stock, which is important
to note, especially given a lot of their housing stock is up to 30 years
old. Since 4 June 2008, the CCU Program has been rolled out in 66
communities.
• Financial Management Program The Financial Management
Program to support the implementation of Income Management
commenced on 28 March 2008. This program is an important part of
the Exit Strategy. Providers will deliver community education, money
management workshops, provide budgeting support and referral/
access to crisis support services.
• Pornography and alcohol bans Bans on pornography
and alcohol bans are in place and signage has been erected at the
approaches to the prescribed communities and Town Camps setting
out what the Northern Territory Emergency Response Legislation
requirements are. Work is ongoing with these measures.
• Family support package The Family Support Package
includes providing Safe Houses, Mobile Child Protection Teams and
additional Child Protection Workers. Work on construction of Safe
Houses is continuing as well as recruitment and training of staff.
Seven workers commenced on Mobile Child Protection Teams on
28 April 2008 and the Northern Territory government is planning
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to recruit up to ten experienced Child Protection Workers and a
coordinator.
• Five year leasing of township areas The five year leasing of
townships in the prescribed communities was to enable to Australian
government to begin the work of developing communities through
upgrading of infrastructure, amenities and housing without having to
go through a variety of process which in the past have seen programs
bogged and delayed. Holding a five year lease enables the Australian
government to cut through any “red tape”. Work is still underway
with the Cadastral Surveys being conducted in conjunction with the
various Land Councils and other stakeholders to assess the areas to be
leased under the five year lease program. The roll-out of the five year
Housing Program continues with the NT government conducting a
communication and consultation campaign in communities where the
Australian government has five year leases i.e. nearly all of the 64 five
year lease communities in place at 4 June 2008.

The second phase – normalisation
Following the completion of the fi rst 12 months and the fi rst
phase of stabilisation, the second phase of normalisation was to be
over a period of four years. This was to allow the infrastructure,
amenities, new and upgrading/renovations of the Housing Program to
be put in place. In this phase the building new housing and upgrades/
renovations would see housing pass from Aboriginal controlled
housing organisations to the Northern Territory government under the
new local government arrangements which come into effect on 1 July
2008. All rental and maintenance would then be the responsibility of
the NT government and municipal services to be provided by the new
super shires.

The third and final phase of the NT Emergency
Response
The fi nal phase of the NT Emergency Response was called the
Exit Strategy, i.e, the townships being handed back to the communities
and the NT government.
As I mentioned at the start of my speech, Minister Macklin has
announced a review of the whole Northern Territory Emergency
Response, to be carried out by an independent Review Board and
chaired by Peter Yu of Broome in Western Australia. The Review
Board and its Expert Panel are to report towards the end of 2008 to
the Australian government. This will give the government suggestions
on the way forward and recommendations on whether they continue
with the measures rolled out thus far, along with any additions or
changes which may be necessary.
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I will end my role as Chairperson on 30 June 2008 after a 12month appointment. I expect that the Minister Jenny Macklin will
announce the future of the Taskforce, the Operational Commander,
and the Operations Centre in Darwin in the near future. All measures
proposed as part of the NT Emergency Response should be rolled out
by early July 2008.

Conclusion
While I appreciate that a lot of people were opposed to the NT
Emergency Response, either as a package or in part, I would urge you
to read what women and some men in the communities are saying
about how it has changed their lives. I would urge you to consider
just what human rights and rights of children have been breached
for decades, as I said previously, by governments of all persuasions.
Then you may be able to make a much more informed decision on
the merits of the NT Emergency Response. I know personally from
my own experience of working full-time on the ground over these
past 12 months in some of the most remote communities in Australia,
and seeing the complete neglect of basic services, and hearing the
stories, I am glad that this once in a lifetime major funding program
has gone into the NT to benefit Aboriginal people in the prescribed
communities and Town Camps. However, having said that, there
is still a long way to go to reach what the previous Australian
government and the current Australian government have aimed to do,
that is, “Closing the Gap” between Indigenous Australians and other
Australians.

APPENDIX
The National Indigenous Council and Government
Policy
While the Little Children Are Sacred report was the catalyst
for the Australian government to act in the Northern Territory,
understanding had been growing that governments had to act
decisively and operate differently to protect children in remote
Indigenous communities and to address the serious dysfunction in too
many of these remote communities.
The National Indigenous Council was very involved in setting the
context and framework of this policy understanding. In December
2004, the then Australian government set up the National Indigenous
Council (NIC) as the government’s main Indigenous advisory body
on policy, program and service delivery issues affecting Indigenous
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Australians. I was one of fourteen people invited to join the NIC and I
accepted the position of Chair.
The NIC was not a representative body, nor was its membership
to represent any particular geographic region. Members of the NIC
were appointed on merit, experience and expertise in particular areas
such as health, education, employment, the law, business and sport.
From its inception the NIC provided a range of advice to government
including on building safer communities by addressing the issues of
justice, family violence and child abuse. This focus stemmed from
the fact that law and order had been either absent or clearly lacking
for some time, particularly in remote Indigenous communities. It was
essential that this base be re-established before we could effectively
deal with the other important building blocks to improve Indigenous
disadvantage.
The NIC and other Indigenous people had been publicly urging
a comprehensive national response to address the levels of violence
and child abuse in Indigenous communities for some time. However,
this issue sprang to prominence nationally following revelations in
mid-2006 by Nanette Rogers, Crown Prosecutor in Alice Springs,
about violence and abuse in Aboriginal communities in the Northern
Territory. This issue was the subject of the Intergovernmental Summit
on Violence and Child Abuse held in June 2006, which was supported
by the NIC.
This summit brought together ministers from the Australian
government and all states and territories, to discuss the levels of
violence and child abuse in Indigenous communities. The ministers
agreed on a comprehensive response with an integrated $130m
funding package which was confi rmed by the Council of Australian
Governments (COAG) in July 2006. It included:
• A legislative and regulatory framework that protects those at risk
of, and those who have suffered, violence and abuse.
• Adequate policing and child protection resources to deal with
issues arising in remote communities.
• A criminal justice system that recognises and adequately
addresses the particular issues faced by those living in remote
localities.
• Appropriate control of alcohol and other substances, and
rehabilitation support for those addicted.
• Complementary measures including compulsory school
attendance; support for local Indigenous leaders; and sound
community and corporate governance.
In the lead-up to the Summit, the NIC identified the need for
a comprehensive audit of safety and the level of policing in remote
communities. We saw an audit as the only way to get a true picture of
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the actual needs and resources required in each community given that
needs differ community by community. The audit was completed and
the report, published in March 2007, made recommendations to assist
the government to identify priority locations for the placement of
police as part of the Summit Package. The NIC also provided advice
on a range of legal issues including:
• Support for legislative amendments the Australian government
has made to the Crimes Act 1914 (Cth) to ensure that customary
law is not used as an excuse for criminal behaviour.
• Support for the professional development of judicial officers – the
National Judicial College of Australia was subsequently funded
in February 2007 to provide professional development to assist
judicial officers working in the area of customary law.
• Concerns about internet pornography being accessed in
Indigenous communities via government-supplied computer
equipment. The government revised its funding agreements
to implement a condition that requires all government-funded
electronic equipment be used only for the approved activities.
As well, the NIC provided advice on:
• Early childhood intervention.
• Support for parents to send their children to boarding schools.
The advice went to issues of infrastructure funding for boarding
schools, dealing with student needs, the establishment of
learning hubs, and dealing specifically with the needs of urban
students. The 2007 Federal Budget provided thousands of young
people with opportunities through more boarding school places
and scholarships.
• The development of the COAG National Action Plan on Mental
Health. The NIC provided advice on key areas in relation
to Indigenous mental health and recommended funding for
Indigenous mental health workers. The Federal Budget for
2006-07 provided funding of $1.9 billion over five years under
the National Mental Health Action Plan.
• The need for more work to be done in primary health along with
the need for more Indigenous people to be trained as Aboriginal
health workers. This was to include training of health workers
in all aspects of ante- and post-natal care especially in remote
communities.
• That every child should have access to three years of pre-school
education with trained teachers so that each child had the
opportunity to gain literacy and numeracy skills prior to starting
school.
• The need for effective engagement being required from preschool through to Year 12 to impact positively on attendance,
retention and outcomes achieved. The NIC identified the need
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to address school curricula to ensure that Indigenous studies
formed a core element of the curriculum.
• The employment of Indigenous people in the Australian Defence
Force (ADF). In November 2006 the NIC met with the Chief
of the Defence Force, Air Vice Marshall Angus Houston, and
discussed Indigenous cadetships and employment in the ADF
generally. The NIC recommended that an annual visit by
Indigenous cadets to Canberra, along with Norforce soldiers,
would be extremely beneficial to their future involvement with
the ADF.
The NIC also welcomed the launch of the National Indigenous
Violence and Child Abuse Intelligence Taskforce (now known as
the National Indigenous Intelligence Taskforce) on 3 October 2006,
which is based in Alice Springs and headed up by the Australian
Crime Commission. In the lead up to the expiry of the NIC on 31
December 2007, the NIC in November 2006 decided to refocus and
set a vision for Indigenous Australians for the next 20 to 30 years.
This was to be a staged progression out of dependency resulting in
there being no need for as many Indigenous-specific programs. This
was proposed to be through active intervention by all governments
which could be affi rmed during bilateral discussions. The three main
goals identified were:
• Economic independence comprising: economic development from
land (better use of communal land where Indigenous people
were in fact asset rich, but cash poor); employment; wealth
creation; and training.
• Strong parents, families and communities comprising: law and
justice; families; education; housing and essential services;
health; and youth
• Support, communication and accountability of Government and
public service which aims to: improve engagement of Indigenous
people; improve representation of Indigenous people in public
sector workforces; improve whole of government approach; and
build more effective Indigenous organisations.
The vision and goals were further discussed with the former
Minister Mal Brough and he requested the NIC to provide specific
reports on Economic Independence and how to improve access to, and
take up of Mainstream Services for Indigenous Australians, where those
services existed. The NIC provided the two reports to the previous
government.

Blueprint for Action in Indigenous Affairs
The former Minister for Families, Community Services and
Indigenous Affairs, Mal Brough addressed The National Institute of
Governance as part of their Indigenous Affairs Governance Series in
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Canberra on 5 December 2006 in a speech titled Blueprint for Action
in Indigenous Affairs.5 The former Minister said that the Blueprint was
based on a set of principles, and they were:
• Respecting culture, which he said was about choice and
participation in Australian life and respecting culture.
• Standards and Expectations, which he said was about having
high expectations for Indigenous people and high expectations
of Indigenous people as he felt children in some of these
communities had learnt to limit their ambitions and reduce their
expectations of themselves.
• Ensuring access to services and opportunities based on need, where
he highlighted that the needs of the Indigenous community are
not all the same and that it was indisputable that access and
opportunities were much greater in urban areas than in remote
areas.
• Partnerships, which he saw was the signal to redefi ne the
relationships and about moving to a point where responsibilities
between governments, Indigenous people and other Australians
was better aligned to normal Australian life. He felt that
Indigenous people needed to be more than just silent recipients
of government programs. He referred to the vision of the NIC
saying it had identified three priority areas for special attention
which were:
• Early childhood intervention
• Safer communities; and
• Building wealth, employment and an entrepreneurial culture.
He addressed the need to look separately at urban areas, remote
areas and rural areas. He concluded his Blueprint by saying:
As with other Australians we must celebrate difference and at the same
time ensure that Indigenous Australians are treated equally and are able
to enjoy what this country has to offer. Those majority of Australians
that voted yes in the 1967 Referendum to Indigenous Australians
being treated like others and having the same opportunities must be
disappointed. Now is the time to reinvigorate our efforts to realise that
worthy objective set 40 years ago …The much misunderstood concept of
collective self determination and separateness meant to help Indigenous
Australians lead independent lives has in fact for many achieved the
opposite. Local people have been disempowered. ATSIC (the Aboriginal
and Torres Strait Islander Commission) was not the answer despite the
good intentions of those that worked within it. Our objective must be
independent and successful lives for our Indigenous Australian citizens.
Getting all Indigenous children to school must be our fi rst step. Second
rate standardsand second rate services can no longer be accepted for our
fi rst Australians.
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PROSPERITY AND FAIRNESS IN A MARKET DEMOCRACY
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Craig Emerson

The Hon Dr Craig Emerson MP is Minister for Small
Business, Independent Contractors and the Service Economy,
Minister Assisting the Finance Minister on Deregulation, and
has been the Member for Rankin since 1998. Speaking to The
Sydney Institute on Thursday 12 June 2008, he incorporated
his extensive experience as a policy-maker and economist into
a political philosophy he called “Market Democracy” which,
he proposed, would use the productive power of markets to
provide opportunities for all of society.
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PROSPERITY AND
FAIRNESS IN A MARKET DEMOCRACY
CRAIG EMERSON
Market Democrats support opportunity for all in a market economy. They
see the role of government not in fettering the market but in harnessing
the power of the market for the public good. Market Democrats believe in
expanding opportunity, not the welfare state, by providing an excellent
education to all children. Market Democrats are the champions of
competition and compassion.

Towards a unifying political philosophy
Tonight I want to propose a unifying political philosophy
that embraces the universal values reaffi rmed in the Millennium
Declaration and applies them to public policy making. Embedding
these values of freedom, equality, solidarity, tolerance, respect for
nature and shared responsibility in a political philosophy offers the
prospect of creating a new political consensus on a future direction for
Australia.
That political philosophy – prosperity and fairness through
opportunity for all in a market democracy – fi nds a comfortable home
in the Australian Labor Party.
When last in government, Labor made itself the party of
competition and compassion, a tradition that is being carried on by
the Rudd government. But in the application of this philosophy, the
Rudd government acknowledges that the policy approaches of the
1980s and early 1990s need both renovation and innovation as we
develop modern responses to the new challenges of the twenty-fi rst
century.
In this political philosophy the role of policy makers is to allow
the market to create prosperity and out of that prosperity to expand
opportunity, not the welfare state. In the market democracy so
fashioned, citizens enjoy freedom, self-fulfi lment and sovereignty over
the state, not subjugation to the state through fi nancial and regulatory
welfare.
This is the philosophy of like-minded people whom I call Market
Democrats – the modern Labor champions of the traditional Labor
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values of prosperity, fairness and compassion. Market Democrats
harness the power of the market for the public good. They dedicate
themselves to remedying social disadvantage out of prosperity by giving
every child the opportunity of a quality education through excellence
in teaching and high-quality school facilities. Market Democrats
understand that simply providing opportunity to the underprivileged
does not guarantee it will be taken up. That’s why Market Democrats
support underprivileged children and their families through early
childhood development and early intervention programs.
In my remaining time tonight I will take you through my thinking
and condense it into ten beliefs of Market Democrats as a guide to
public policy making in the twenty-fi rst century.

The morality of self-interest
Are markets immoral, impersonal devices that sap citizens of their
decency and humanity, or are they a vehicle for achieving a prosperous
and fair society? To answer this, we need to determine whether the
driving force behind markets – self-interest – is moral or immoral.
As an 18-year-old Catholic churchgoer who had just cast my
maiden vote for the formation of the fi rst federal Labor government in
23 years, I began to question the morality of self-interest. Could selfinterest be reconciled with a social conscience? Bombarded by the
strong convictions of Sydney University’s left-wing political economy
lecturers Ted Wheelwright and Frank Stillwell and the equally strong
convictions of right-wing orthodox economics professors Warren
Hogan and Colin Simkin, I struggled with the motivation behind
giving money to the church coffers during Mass. Wasn’t this really
an act of selfishness, driven by a desire to feel better about myself?
How was this any different to tax avoidance by the rich, itself an act
of selfishness by people who gladly accepted the benefits of shady
green parks, law and order and the defence of the country without
contributing to their cost?
Obviously these are the debates of the great philosophers. But
they go to the heart of value judgements about the morality of a
market economy – or as it was then known, capitalism. Three years
later my churchgoing had become more sporadic. As an honours
student in economics I ploughed through the writings of Adam
Smith, David Ricardo and Karl Marx. Both Ricardo and Marx drew
inspiration from Smith. Marx married Smith’s labour theory of value
with his own values in intellectualising a moral superiority of workers
over capitalists and the collective over the individual – a marriage
whose offspring were socialism and communism.
Marx is correctly identified as the father of socialism, but how
ironic it is that Smith’s supporters and critics regard him as the father
of laissez-faire capitalism, when he was, in truth, a staunch critic
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of powerful business interests and a champion of public education
for the children of the poor. As Dr Carmen Lawrence observed in
her valedictory speech in the federal parliament in September 2007,
“Adam Smith was a very strong proponent of the need for institutional
controls and the insertion of humane values into the operation of the
economy, because he recognised the limitations of market forces.”
Smith, the professed father of capitalism, warned that admiration for
the rich and powerful was “the great and most universal cause of the
corruption of our moral sentiments” (Theory of Moral Sentiments, p.
61). And he fi ngered contemporary government as a conspirator with
the wealthy against the poor:
Civil government, so far as it is instituted for the security of property,
is in reality instituted for the defence of the rich against the poor, or
of those who have some property against those who have none at all
(Wealth of Nations, p. 715).

Smith accused businesspeople – merchants – of constantly
conspiring against consumers:
People of the same trade seldom meet together, even for merriment and
diversion, but the conversation ends in a conspiracy against the publick,
or in some contrivance to raise prices (Wealth of Nations, p. 145).

In their conspiracies, merchants enlisted the support of governments
to protect them from competition at the expense of consumers, causing
Smith to warn that “the proposal of any new law or regulation of
commerce” that arises from the merchant class “ought always to be
listened to with great precaution” (Wealth of Nations, p. 267). But if
these systems of preferment were removed, Smith saw virtue in the
freedoms so created:
…the obvious and simple system of natural liberty establishes itself of its
own accord. Every man, as long as he does not violate the laws of justice,
is left perfectly free to pursue his own interest his own way, and to bring
forth his industry and capital into competition with those of any other
man, or order of men (Wealth of Nations, p. 687).

Smith considered openness and freedom would yield social good
through the power of self-interest:
It is not from the benevolence of the butcher, the brewer, or the baker,
that we expect our dinner, but from their regard to their own interest
(Wealth of Nations, pp. 26-27).

Prosperity is gained through this “invisible hand” (Wealth of
Nations, p. 456) of buyers and sellers pursuing their self-interest in
an open, competitive economy. Yet Smith did not see this as utopia.
He foresaw the debilitating effects of the division of labour in an
industrial revolution that had not yet begun, predicting that menial,
repetitive behaviour would create men “mutilated and deformed”
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(Wealth of Nations, p. 788). As a 21-year-old, I began to see the
world as Smith had: that the most prosperous nations were those with
open, competitive economies, whose individuals are motivated by selfinterest – but that these societies were by no means free of injustice
and disadvantage or moral corruption.
Though Smith, a true humanitarian, believed that all children
were born with equal talents, I worried that low self-esteem of the
socially excluded was perpetuating disadvantage.
The political
right had a different view; that those who failed to break out of the
welfare dependency into which they were born were lazy and indolent,
deserving of no sympathy or support from the state. Conservative
politicians of the 1970s used the term “dole bludgers” to absolve them
of any responsibility to look behind the receipt of welfare payments to
the underlying causes of dependency.
It was not until I reached the age of 29 that I joined the Australian
Labor Party, as a recently-appointed economic adviser to Senator
Peter Walsh in the new Hawke government. Peter did not insist on
Party membership but on rigour in defence of a strong economy and
the truly disadvantaged (as opposed to “rent-seeking spivs”, “hairylegged Stalinists” and anyone guilty of “economic treachery”). An
even younger Stephen Conroy, electorate secretary to Canberra MP
Ros Kelly, convinced me to join the Party. As a new recruit to the Mt
Ainslie Branch, I almost lasted just one meeting where the main topics
of discussion were the composition of the disputes committee and
fundraising. When I naively suggested that any funds raised should
go to St Vincent de Paul, I was howled down by seasoned aspirants for
election to the ACT Assembly. But as a new recruit to the ALP I again
began to ask: is there truly a confl ict between self-interest and moral
behaviour and is there a confl ict between morality and markets?
Some say competitive markets bring out the worst in us – greed
and avarice. Oddly they don’t say the same about the Olympic
Games, football or cricket, netball, music and dance competitions,
all based on our most competitive instincts. As Bob Hawke used to
advise me as a fresh recruit to his staff in 1986 when teaching me
the intricacies of betting on horse racing: “Son, in any race, back the
horse called Self Interest, because you know it will be trying.” But
self-interest is not synonymous with selfishness. An athlete is not
selfish for wanting to win a tournament, but is self-interested. A singer
is not selfish for wanting to win Australian Idol. An artist is not selfish
for wanting to win the Archibald Prize, nor is an author for wanting to
win the Booker Prize. A scientist is not selfish for wanting to achieve
a breakthrough ahead of other scientists. Athletes, singers, artists,
dancers, authors and scientists are self-interested but this does not
make them selfish. Some may be arrogant and rude, some selfish,
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others humble and altruistic, but all are self-interested. Without selfinterest, economic and social progress is impossible.
The Hawke Government began opening up the economy,
dismantling the regulatory shackles that had been progressively
applied over decades of mainly conservative governments. I came
to understand that those Liberal-National Party governments were
not champions of free enterprise but of private enterprise (although
they quite liked the ideas of socialising private losses by bailing
out insolvent businesses). The conservatives were keen regulators,
protecting their private business supporters from competition at home
and from abroad.
Labor was making itself the party of competition and compassion.
Out of the proceeds of growth, the Hawke Government was lifting
school completion rates, supporting the parents of poor children
to keep them at school. My moral questions were being answered
through the competitive yet compassionate philosophy of the Hawke
and Keating Labor governments – a philosophy that sat easily
with Adam Smith’s Theory of Moral Sentiments and the Wealth
of Nations. There was, I concluded, no inherent confl ict between
markets and morality. Competitive markets rely on self-interest, not on
selfishness. Competitive markets don’t penalise altruism. Successful
businesspeople can and often do display great altruism. Bill Gates
is one of the world’s great philanthropists, while the entire world has
benefited in one way or another from the revolution in information
technology at Microsoft that made him rich. John Singleton quietly
contributes millions of dollars a year to Australian charities out of the
success he has enjoyed in the fiercely-competitive advertising and radio
industries. Some other successful businesspeople are greedy bastards
who get ahead by refusing to pay their suppliers and sub-contractors
money that is owed to them. Such selfishness is immoral but selfinterest is not. So what does this mean for us, today, at the start of the
twenty-fi rst century with a new Rudd Labor government in Canberra?
Traditional Labor values of prosperity, fairness and compassion
fit well with supporting an open, competitive economy that rewards
effort, risk-taking and entrepreneurship and where opportunity, not
welfare, is available to all.

Competition works
Competitive markets reward effort, risk-taking and
entrepreneurship and they encourage innovation essential to the
growth of a market economy. The forces of competition create
pressure on businesses to be efficient and to come up with and apply
new ideas for application in producing goods and services valued
by consumers. Yet markets are chaotic and wasteful. Predicting
the prices produced by markets is always hazardous. Markets force
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businesses to close, wasting the building renovations and obliging
employees to seek work elsewhere. But far more wasteful and chaotic
are central planning and governments pretending to be good at
running businesses in so-called mixed economies.
One of the most valuable ideas put forward at the 2020 Summit was
from Jane Bennett, a Tasmanian cheese-maker. Ms Bennett observed
that “one of the things that Australians are not good at is permitting
failure and recognising that it is a component of innovation.” In this
cheese-maker’s experience, failure was the mother of success. It is
only through trying and failing that risk-takers end up succeeding.
Such is the power of competition.
But markets cannot provide the solutions to all human needs. In
social groupings, self-esteem derives from how we believe our peers
see us. When we offer ourselves for work and the offer is accepted,
we are being told that what we have to offer – our skill, our talent, our
commitment – is valuable. That’s why so much of our self-esteem is
bound up in our work. A well-paid job is an indication that others
value our work and are willing to give up something of value for it.
Yet there is also great value in unpaid work, whether it is parenting,
care-giving or volunteering, since it is on the basis of these rewards
that strong communities are built.

Fairness in a market economy
Fair societies can flourish in open, competitive economies. By
allowing self-interested behaviour in competitive markets to create
prosperity and using some of the proceeds to extend opportunity to
all, a transition from self-interest to the public interest is attained.
The challenge of government is not to fetter the market to achieve
fairness but to harness the power of the market for the public good.
This is the philosophy of a market democrat, a modern incarnation of
the traditions of the Hawke and Keating governments, later imported
by Tony Blair, re-badged and refi ned as the Third Way. Hawke and
Keating Labor responded in the twentieth century with creative
solutions for the times. Rudd Labor is developing modern responses
in meeting the new challenges of the twenty-fi rst century.

What is fairness?
Fairness has traditionally been assessed on the basis of how
equally or unequally incomes are distributed. The social goal of
greater equality of incomes was formulated during times of material
deprivation. Yet poverty in the twenty-fi rst century in affluent
countries like Australia is not primarily caused by inadequate incomes,
but by the interrelated influences of poor education, poor health,
breakdown in social relationships, gambling and substance abuse.
Few mentally-healthy, well-educated people live in poverty. If poverty
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in Australia is no longer primarily a poverty of incomes but a poverty
of opportunity, the goal of a fairer society is best pursued through a
more equal distribution of opportunity than through a more equal
distribution of income. A nation’s people are not better off if all live on
equally low incomes. Of course it is unfair if the rich get richer while
the poor get poorer. But why should governments seek to prevent the
rich from getting richer if the poor also get richer as a consequence of
the wealth creation process?
Imagine two societies. In one society the poorest ten per cent of
citizens each have an annual income of $30,000 and the wealthiest ten
per cent have average incomes of $3 million per annum. In the second
society the poorest ten per cent have average incomes of $10,000 per
annum while the wealthiest have average annual incomes of $100,000.
The second society has a more equal distribution of income than the
fi rst, but its poorest people are three times poorer than those of the
fi rst society. Is this more equal society a fairer society than the more
prosperous society?
Albania, Bangladesh and Ethiopia have more equal income
distributions than Australia, but most would agree that Australia’s
society is fairer. Many Australians earning below-average incomes
choose to forego higher pay in favour of spending more time with their
families and friends or just relaxing or playing sport. By doing so
they are making measured income inequality worse but, through free
choice, they are making their own lives better.

Must fairness clash with prosperity?
Can a society have more fairness only at the expense of prosperity?
Critics of markets argue that they are inherently unfair; that they need
to be regulated in the name of fairness. It was less than three decades
ago when the Australian government imposed a ceiling on home
mortgage interest rates, said to be aimed at preventing low-income
earners from being priced out of home ownership. Banks gave loans
to better-off couples with long savings histories. The poor missed out.
Rent control works the same way: the better-off are offered the rental
accommodation and the poor miss out as the total supply of premises
for rent is restricted by the ceiling on rents.
The goal of Market Democrats is prosperity and fairness through
opportunity for all in a market economy. Market Democrats strive
for a more equal distribution of opportunity. If opportunity is
equally distributed, incomes in the future will be distributed more
equally. Prosperity and fairness become partners not rivals. Yet
Market Democrats recognise that past injustices leading to an unequal
distribution of opportunity leave a legacy of poor earning capacity.
The low-skilled might be in work, but their incomes may be so low
as to deny them the ability to provide genuine opportunity for their
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children through a quality education. In these circumstances low
income causes low opportunity.
The vulnerable will fall on hard times through their lifetimes.
They might lose their jobs in an economic downturn. Housing
rents might soar during housing shortages, as they have done in
recent times, making life especially harsh for renting age pensioners.
Emotional trauma might take the vulnerable out of the workforce.
Young single mothers whose children need their care and attention
will suffer fi nancial hardship without income support. A fair society
should support the weak and the vulnerable who have low or no
income-earning capacity, such as the working poor, the aged poor, the
mentally ill and those so physically impaired that they simply cannot
work.
But for those out of the workforce who have income-earning
prospects, perpetual income support payments without any
effort to remedy the causes of disadvantage are not the pathway
to a prosperous, fair society; they are a perilous road to welfare
dependency, low self-esteem and servitude to the state. “Sit-down
money”, as Noel Pearson describes this welfarism for Aboriginal
communities, has the same psychological impact in non-indigenous
communities.

Collectivism in a market democracy
In a market democracy there is a role for collectivism. Humans
are social beings; through most of our lifetimes we behave collectively.
We don’t accept that someone who has failed to take out private health
insurance should be left to die in the street. We gather together for
sport and are happy that governments subsidise the cost of the playing
fields. We enjoy a family barbecue in the park just that little bit more
when we see other families enjoying themselves. We warmly embrace
a sense of community.
The Australian trade union movement remains a large,
community-based organisation. Through its support for the weak
and the vulnerable, for its pursuit of decent treatment in workplaces,
the union movement is a force for fairness in a market democracy.
But as Labor is doing, the trade union movement must continue
to modernise if it is to survive and prosper in Australia’s open,
competitive economy. Seeking to use industrial muscle to gain pay
rises in excess of productivity growth is inflationary and ultimately
self-defeating. Modern unionism can involve offering a bundle of
services that are attractive to members. These services can extend
beyond representation in workplace bargaining to support for lifelong
learning, fi nancial, tax and legal advice and advice on superannuation,
private health insurance and even personal counselling services.
These modern unions would be available to represent members not
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only in collective enterprise bargaining but in providing advice on
individual bargaining.
Membership of unions need not be limited to employees;
independent contractors could be members (some already are) or they
could subscribe to a bundle of services through payment of an annual
fee or a one-off fee for a smaller bundle of services appropriate to the
particular needs of the contractor. Unions offering such services to
independent contractors would be doing so under commercial law
in competition with employer organisations, law fi rms and anyone
else who wanted to compete in the open market. This is a modern
expression of freedom of association in an open, competitive economy.

The role of government in a market democracy
In a flourishing democracy government serves the people. Yet at
every twist and turn, governments come up with new taxes and new
regulations that subjugate the people to the state. By intervening,
taxing heavily and regulating, governments have sought to restrict
individual freedoms, stifle initiative and inhibit self-reliance. In a
market democracy governments should serve the people instead of
seeking to subjugate the people to the will of government through high
taxes and heavy regulation. By allowing markets to reward hard work,
risk-taking and entrepreneurship without unnecessary interference,
Market Democrats advance freedom and self-fulfi lment.
If governments are to bring out the best in people they should not
erect disincentives to creating prosperity and good social behaviour
such as honesty, initiative and creativity. Governments must not
imprison the disadvantaged by subjugating them to the state, robbing
them of self-esteem and condemning them to a life of dependency;
governments must liberate them by providing opportunity for all in a
truly fair society.
Let us not make the disadvantaged the experiments of social
engineers yearning for a different social order but lacking the stomach
to practice it in their own lives. It is this social experimentation of
romanticising traditional life in the harsh outback that has caused
Australia’s most vulnerable – indigenous people – to be trapped in
misery. Good on Warren Mundine and Noel Pearson for exposing the
immorality of those asserting moral superiority but whose pomposity
perpetuates the disadvantage of our indigenous brother and sisters.
And good on indigenous affairs minister Jenny Macklin for having the
courage to set her own course.
Market Democrats oppose the relentless expansion of the welfare
state, where higher taxes are used to obtain revenue for recycling
– often to the same people – in return for political support. This
was the hallmark of the previous Liberal-National Party government
and, judging by the objections of the Opposition Leader, the Shadow
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Treasurer and the Shadow Minister for Families to means-testing
the baby bonus and family payments for stay-at-home mothers,
remains a defi ning feature of the Coalition. The modern welfare state
extends beyond recycling tax revenue; it is a state of ever-expanding
government regulation. This regulatory welfare reinforces the culture
of dependency, by discouraging people from taking responsibility for
their own actions and their own lives. Regulatory welfare is inimical
to a market democracy, since it discourages individual initiative and
business risk taking.
Market Democrats think of markets fi rst and, only where necessary,
strengthen or complement markets with efficient regulation. In a
market democracy, regulation is justifiable in strengthening markets
and remedying market failure. But the previous conservative
government thought of regulation fi rst, presiding over what the
Business Council of Australia describes as the creeping re-regulation
of business. This is why, in a process initiated by Kevin Rudd,
Lindsay Tanner and I are so vigorously working with the States and
Territories in cutting back overbearing, inconsistent and overlapping
Commonwealth and State business regulation.

Establishing property rights
Regulation to establish and enforce property rights is necessary for
the proper functioning of a competitive economy. Why buy fruit from
a greengrocer when you can steal it? Why pay people to work when
you can obtain their labour through violence, coercion or slavery?
Why save money when anyone can take it from your bank account?
And why invent something that anyone can copy from the fi rst day of
invention? But poorly-defi ned property rights can lead to extremely
wasteful activity. If laws relating to property rights are vague or poorly
written, enormous energy and resources can be devoted to litigation to
establish property rights through the courts. It took Australia and
East Timor several years to reach agreement on the ownership of oil
in the Timor Sea between the two countries. In the absence of any
agreement, exploration would not have occurred, to the detriment of
both countries.
As society progresses and new scientific or technological
breakthroughs are achieved, new laws need to be written to establish
property rights over new goods and services. For example, genetic
engineering has necessitated a new set of laws to establish property
rights over genetic material. Only where property rights are clearlydefi ned, well-established and enforceable can goods, services and
other property be bought and sold and wasteful disputes kept to a
minimum.
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When markets fail
Nobody seriously claims that all markets are perfect. Departures
from the competitive model are called market failure. Where market
failure occurs, a case can be made for government intervention to
correct for the failure. But whether or not government intervention
is a good move depends on the nature of the market failure, the
complexity of the task of remedying it and the competence of the
government.
The circumstances of market failure are quite specific – far more
specific than the wide range of situations over which regulatory
welfarists seek to justify government protection and price regulation.
Genuine market failure arises in circumstances of monopolies and
other forms of anti-competitive behaviour; unevenly-held information;
positive or negative spill-overs (otherwise known as externalities);
public goods; and common resources like fisheries and water.

Anti-competitive behaviour
Businesses conspiring against consumers undermine competitive
markets. Adam Smith warned that monopoly is the great enemy to
good management. Regulation against anti-competitive behaviour
is essential to the efficient functioning of markets. But great care
needs to be taken to ensure that competition laws and practice do not,
in fact, stifle competition by protecting inefficient businesses from
mergers and takeovers by more efficient operators. Inefficient, poorlyrun businesses should be subject to takeovers or mergers by or with
efficient, well-run businesses, as long as the resulting entity behaves
competitively against other rivals. Two business rivals in an industry
might be constantly at each other’s throats to the benefit of consumers
while five businesses might collude against consumers through price
fi xing. It is not the share of businesses in a market that matters
but whether those businesses are behaving competitively. Market
democrats protect competition from business, not business from
competition. That’s why the Rudd government, through competition
minister Chris Bowen, is proposing to replace the previous Coalition
government’s so-called Birdsville amendment to the Trade
Practices Act, which is based on market share, with pro-competitive
amendments based on the misuse of market power.

Unevenly-held information
Markets function better where information is widely dispersed.
Buyers and sellers come together when they know of each other’s
existence. A buyer wanting a higher-quality used car will pay more if
he or she is able to gain enough information to be able to distinguish
between a quality vehicle and a lemon. Well-run businesses are more
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able to attract debt and equity fi nancing than inefficient businesses.
Financiers can direct capital to efficient, innovative businesses and
away from poorly-run ones if they know what’s going on inside
those businesses. That’s where the share market comes into play.
And it’s why governments insist on public disclosure of all relevant
information. It’s why governments outlaw insider trading – buying
and selling shares in publicly-listed companies on the basis of inside
information that is not publicly disclosed. It’s why laws are written
against providing false information to fi nancial markets.
But as in so many walks of life, overly-zealous regulation relating
to disclosure and corporate governance can do more harm than good.
The most visible costs of overbearing regulation are the compliance
costs to all businesses, including those that are well run. But the
biggest costs are less visible and more pernicious. They are the costs
associated with reduced commercial risk-taking by managers. A more
risk-averse business community will generate less prosperity since
it will be less innovative. Remember the message of the Tasmanian
cheese-maker.
Everyone bears the cost, not just the affected
businesses. This is why Financial Services Minister Nick Sherry
is working on dramatically simplifying the disclosure documents
required of fi nancial advisers, making them at the same time both
shorter and more effective.

Spill-overs
When a business produces and sells a good or service that has
wider benefits to the community over and above the benefits that
accrue to the business, it is said to have produced a positive spillover. A biomedical research business might achieve a scientific
breakthrough from its research and development that allows other
researchers to advance the state of knowledge and achieve further
breakthroughs. But since that business cannot capture all of these
benefits for its own profit it will under-produce research and
development. Innovation has wider benefits for the community,
since the new ideas and inventions can be used in a range of
applications beyond those available to the innovator and can spawn
more new ideas. A business investing in the education and training
of an employee is helping to create a more productive workforce in
that business. But those skills are also valuable elsewhere and the
employer knows the employee is free to move to another business.
The employer cannot capture – or internalise – all the benefits of the
education and training.
Education, training and innovation are said to offer positive
spill-overs for the wider community. Since a private provider cannot
capture all of the benefits of investing in them, education, training
and innovation will be under-provided if left entirely to the market;
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the market fails in providing goods and services that offer positive
spill-overs.
A role exists for government in supporting activities that offer
positive spill-overs. That is why governments offer subsidies or
tax breaks for private sector research and development. It is why
governments fund universities to undertake pure scientific research
that, in its own right, has very little direct commercial value, but
which adds to the total body of scientific knowledge. And it is why
governments get directly involved in education and training. But care
needs to be taken in the design of government policies to boost the
supply of goods and services offering positive spill-overs. Poorlydesigned tax concessions may be little more than a gift to businesses if
they simply reward research that would have been undertaken anyway.
Government involvement in education and training does not mean
there is no role for competitive markets in the supply of these services.
Unfortunately not all spill-overs are positive. Negative spill-overs
are most commonly associated with environmental damage. When
the costs of air, water and noise pollution are not fully borne by the
polluter, market failure occurs. A business that pollutes a river or
the atmosphere does not bear the full cost of producing the good;
some of that cost spills over onto the broader community. Market
Democrats argue that market solutions to market failure usually will be
more efficient and effective than clumsy, ill-considered government
regulations.

Public goods
Market failure occurs in the supply of what are known as public
goods. A public good is one whose use by one consumer does not
reduce the supply available to other consumers. Two examples are
the defence of a nation and the transmission of radio and television
signals. Once a military defence system is established, additional
citizens, whether from immigration or natural increase, can benefit
from the nation’s defence without reducing the availability of defence
to other citizens. And when radio or television waves are emitted,
extra people tuning in do not reduce the availability of those signals to
existing listeners or viewers.
Competitive markets cannot supply enough of a public good from
the community’s perspective. Free riders would need to be excluded
and different prices charged to different consumers, depending on the
value each consumer placed on the public good. Competitive markets
are incapable of this sort of price discrimination. Governments might
therefore be better suited to supplying genuine public goods like
national defence, security against terrorism and licences to transmit
television and radio broadcasts. Of course, governments can contract
out some of these services to private providers such as defence
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equipment and defence clothing suppliers and private television and
radio businesses. The crucial role of government is in determining
the optimal amount of a public good that is provided from the
community’s perspective, since a private market cannot do this.

Common resources
Another form of market failure arises in cases of a common
resource where no user has the right to exclude other users. Fisheries
are a good example. It’s not in the interests of anyone that the resource
is over-fished, though it is in the interests of each individual to take as
many fish as possible. But, since each individual cannot exclude the
others, the fishery will be depleted if left entirely to the market. A
role exists for government to limit the number of people fishing and
the catch that each can take. Governments appropriately issue fishing
licences and close fisheries for parts of the year to allow fish stocks to
replenish. The same applies to ground water resources and surface
water entitlements. If everyone had unrestricted access free of charge,
the resource would be destroyed and no-one would benefit.
In cases of common resources, governments have a role in issuing
use entitlements and in restricting the total number of entitlements
issued. This cannot be done by competitive markets. Again, marketbased solutions, such as trading in water permits, can be the least-cost
way of remedying the market failure of common resources.

Failing the market
Businesses seeking protection or new government regulations
commonly seek to justify these interventions on the basis of remedying
purported market failure. They assert that the playing field isn’t level
or that they need help against “unfair” competition. Some are brazen
enough to claim that the penetration of imports from low-wage Asian
countries is evidence enough of an uneven playing field. Since when did
a level playing field require all countries to have the same wage rate?
Some businesses beat a path to my door seeking cash payments,
tax breaks and law changes to give them an advantage over more
efficient rivals. They want the benefits of competition in the rest of
the economy in the form of lower input costs, but not competition in
the markets into which they sell. These public champions of a freeenterprise Australia want the government to give them a little piece of
socialism in their own industries.

Expanding opportunity in a market democracy
Disadvantage in wealthy countries like Australia can be traced
to one major deficiency: poor education. If we can fi x education we
can fi x most disadvantage. Education begins in the very early years
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with early childhood development. Early childhood development will
be impeded in dysfunctional family situations – in violent homes,
in families where a parent or both parents suffer from depression or
engage in substance abuse or addictive gambling.
In wealthy countries, many highly-intelligent, brilliant young
people miss out on a good education. In the poorer communities of
these countries, these bright children are inculcated with the belief
that they aren’t cut out to excel at school and that they certainly
should not aspire to a university education. Too many teachers in
poor communities, struggling just to administer pastoral care to the
children of broken, dysfunctional families, accept and reinforce these
prejudices. A couple of decades ago, decent people rightly condemned
and rejected the view of extremists that black people were genetically
less intelligent than Anglo-Saxons. Chauvinists argued that women
were genetically inferior to men, because they had smaller brains.
That ignorant, despicable argument was cut to pieces by decent
people. Yet to this day there is a general acceptance that children
living in dysfunctional, welfare-dependent families just aren’t as
bright as those living in affluent communities.
How would the better-off have fared if they had instead lived in
a household where the only book is a telephone book? Would they
have been able to learn if every day they went to school hungry, if
their mother was routinely beaten by their drunken father, if they were
bashed at home, if they were sexually abused? What makes people
believe that abused, bashed, hungry children are genetically less
intelligent than the children of doctors and lawyers? Isn’t it equally
plausible that they are just as intelligent as their better-off peers but
that they never get the chance to excel?
Children living in poor communities and dysfunctional families
do not enjoy the same opportunity in life as those living in affluent
suburbs and in positive, harmonious families. It’s not their fault and
they shouldn’t be condemned to an unhappy life by the circumstances
into which they were born.
Expanding opportunity in a market democracy starts with wiring
the brains of infants through the nurturing care and attention of
loving parents. Where parents cannot do this alone, governments can
play a role in supporting them through early childhood development
programs. Never before has the wealth of our nation been so directly
connected to the well-being of our people. The campuses of our
pre-schools, schools, training colleges and universities are the places
where economy meets society, where good economic policy is good
social policy. A society that loves learning is an open society, a
creative society. A creative society lifts the human spirit in a vibrant
community.
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Kevin Rudd’s education revolution is designed to help fashion
an imaginative, creative society that provides opportunity for all
children. Education Minister Julia Gillard, also the Minister for
Social Inclusion, is working with Jenny Macklin, the Families and
Community Affairs Minister, on early childhood development and
early intervention programs, including the government’s policy of
universal pre-school for four-year-old children.

Market democrats in the community of nations
Australia as a market democracy can be a cause for good in the
community of nations. Rich countries condemn poor countries to
ongoing poverty through barriers to imports, corrupting global
markets and thwarting the efforts of developing countries to create
their own prosperity. Locking poor countries out of rich-country
markets and then sending them aid simply masks the injustice of trade
restrictions. Market Democrats support global trade liberalisation as
the primary remedy for poverty in poor countries. That’s why Trade
Minister Simon Crean is working so hard on re-starting the stalled
Doha Round of multilateral trade negotiations.

Market democrats as custodians of the environment
Market Democrats accept the role of custodians of the environment
both on our ancient continent and in the global effort to arrest
environmental degradation. Market Democrats consider that environmental
challenges need to be assessed on the basis of the best scientific evidence,
not on a desire by evangelists to create a non-market economy that eluded
them upon the collapse of the Soviet Union in the late 1980s.
Market-based solutions are well-suited to rectifying or avoiding
environmental damage. A well-designed emissions trading system
allows the market to identify least-cost ways of reducing carbon
emissions. That’s why Climate Change Minister Penny Wong is
working with the other economic ministers on an emissions trading
system for Australia.

Achieving prosperity and fairness in a market
democracy
Market Democrats are the modern Labor champions of the
traditional Labor values of prosperity, fairness and compassion.
Market Democrats support:
1. Reward for effort, risk-taking and entrepreneurship in an open,
competitive economy as the best way of creating prosperity;
2. Individual freedom and the supremacy of the people over the
state, not the subjugation of the people by the state through
fi nancial and regulatory welfare;
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3. Harnessing the power of the market for the public good, to
attain fairness out of prosperity, not fettering the market with
heavy regulation;
4. Government intervention only in tightly-defi ned situations of
market failure, not anti-competitive government protection and
regulations;
5. Expanding opportunity, not the welfare state;
6. Government income support for the genuinely needy, subject
to mutual obligation upon those who have genuine incomeearning prospects;
7. Equal opportunity for every child to a high-quality education
as the golden key that unlocks two doors – to prosperity and
fairness – in a competitive, compassionate society;
8. Creating stronger communities and collectivism through good
social behaviour encouraged by the self-esteem gained out of
reward for effort;
9. Full participation in the community of nations to rid the world
of poverty and oppression, led by the liberalisation of world
trade; and
10. Custodianship of the environment through preserving
biological diversity and playing a full part in a global collective
effort to limit greenhouse gas emissions.
A modern Labor philosophy of prosperity and fairness in a market
democracy is faithful to Labor traditions while offering creative
responses to the challenges of the twenty-fi rst century. I commend
these ideas to you for your consideration.
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Kate Jennings

Kate Jennings, one of Australia’s most celebrated writers,
found strength and companionship after the death of her
husband with a border terrier – Stanley – a breed of dog she
once described as “a handbag with a heartbeat”. The story of
her life with two dogs – and the fi nal decision to give them to
friends – forms the basis of Kate’s most recent work Stanley
and Sophie. Returning to Sydney, Kate addressed The Sydney
Institute on Tuesday 17 June 2008 and gave her impressions
of the US in this election year.
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NOTES FROM NEW YORK
IN AN ELECTION YEAR
KATE JENNINGS
Bear with me. These are defi nitely notes. I haven’t come to any
resounding conclusions or constructed an intricate thesis. I’m just
throwing out thoughts for you to chew on. Two phrases in particular
to chew on: “Pig in a poke” and “It’s a bright, guilty world”. I shall get
to them.
The US election season has been turned over – tilled and
ploughed and bulldozed – so often by pundits, that all that’s left is
pulverised soil. Everyone is having a say – and not without cause. The
punditocracy is beside itself because it is in virgin territory. A black
man running for the president of the United States. A young Harvardeducated black man. Who would have thought?
One politico astutely described this coming election as possibly
being a “tsunami election”. It won’t be like any other election. All
our preconceived ideas will be swept away. Because of the intense
disgust with the Iraq war, the jaw-dropping fiscal irresponsibility of
the Bush administration, and the Karl-Rove-induced polarisation that
has paralysed US government, we have the possibility of real change.
The racial divide won’t matter, or won’t matter as much. Neutralised
or reduced by the tragedy of the last eight years. Or so the line of
reasoning goes.
You will expect me to talk some more now about Obama. I want
instead to talk for a bit about Clay Shirky. He has written a book called
Here Comes Everybody: The Power of Organising Without Organisations.
A techie friend thrust it upon me as I left New York. I tried to read
it. I tried very hard to read it, mainly because I hate being thought of
as an old fart by know-it-all techies. Over half the book involves an
interminable story about a young woman who loses her cell phone and
how a “movement”, so to speak, of her friends and acquaintances was
able to retrieve it via web social sites.
Plumbing new depths of inanity, or so I thought. My techie friend
and I argue about the web. He thinks I’m a dinosaur because I like
clear sentences and well-constructed arguments. I counter that he
can’t spell, knows zip about punctuation, and wouldn’t recognise a
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well-constructed argument if he fell over it. He is full of infectious
enthusiasm for the Internet and its possibilities. Actually, as am I. I do
all my shopping online – from groceries to shoes to ordering DVDs.
I use Amazon and Wikipedia constantly. I do my research online. But
I don’t do any social networking on the web, and I rarely read blogs;
there are only so many hours in the day.
The last book I read about the Internet was Andrew Keen’s Cult of
the Amateur: How Today’s Internet is Killing Culture. This book seemed
to me to be spot on. Communities on the web are, by and large,
disastrously narcissistic, eye-crossingly moronic, and don’t give a
tinker’s damn about piracy or plagiarism or fact-based editing.
Qualms about this vast, ever-growing mosh pit of noxious
mediocrity are usually shrugged off by web true-believers. No
problem, they say, the cream will always rise to the top. Doomsayers
like Andrew Keen and myself think it’s impossible for cream to rise
when communication channels are clogged with half-baked opinions,
illiterate rants, and skateboarding dogs.
Okay, that’s the downside of “here comes everybody”. The
barbarian hordes. Punctuation cretins. Still, I wanted to understand
this Shirky fellow – he’s the bright boy of the moment – so I watched
a video of a seminar on the future of the internet where Shirky was a
participant. Lots of preening – we’re talking Young Turks here, very
pleased with themselves – but interesting nonetheless.
Shirky argued that, because of the web, we are experiencing an
enormous cognitive surplus – and right through history, whenever
there are surpluses of any kind, there is change. In his view, the web
has pushed huge amounts of flexibility out into society. You don’t have
to ask for help or permission for trying or attempting anything. And
that being the case, the Internet has many futures fi lled with diverse
surprises.
Now, back to Obama. One of those diverse surprises – and the
upside of “here comes everybody” – is the election of Barack Obama
as the Democratic nominee for the presidency of the United States.
He became the nominee in part because of his charisma, obvious
intelligence, and ability to give effortless, nuanced speeches. That
smile! Melt glaciers quicker than global warming. And also because of
Hillary’s campaign missteps.
But it could also be argued that he was elected because of his
extraordinary fundraising machine that utilised the very flexibility to
which Shirky refers. There is a full account of this by Joshua Green in
the June issue of the Atlantic, and I urge you to read it.
To summarise, behind Obama’s run is a group of Silicon Valley
brainiacs who borrowed the subscription model that the software
business had been using since the Internet bubble burst. With funds
seriously diminished, many tech companies couldn’t pony up large
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sums to buy software. So it was made available on a subscription basis.
Small sums over time.
This idea was applied to fundraising for Obama. Instead of giving
one lump sum to a campaigner, usually cajoled out of you in a living
room, you joined My.Barack.Obama.com and committed yourself
to a certain sum over a period of time. And you got your friends to
join through MySpace or LinkedIn or other social networking sites.
Netrooting, as it’s called.
The momentum grew. And grew. End result: Obama’s campaign
is bringing in $2 million a day, $200 million in the last year. By
comparison, Hillary’s campaign was deep in debt. And Obama’s
staff went from zero employees to 700. And this staff is already on
the ground in all the states, preparing for the election in November.
Rearing to go. Nobody has seen anything like it before. As well, “here
comes everybody” is changing government itself, with hubs of power,
courtesy of web flexibility, moving outside the Beltway.
This is “here comes everybody” in the very best sense. But who
are the everybodys? Young people. The word on them for a long time
is that they were beyond apathetic. Blobs intent on instant gratification
and focused only their careers, or so baby-boomers grumbled. A
wondrous thing that they have been motivated to care, to become
involved, to think that their votes matter. And an early initiation in
grassroots politics can mean a lifetime of commitment to the greater
good.
More interesting, though, is that a whole new voting bloc has been
mobilised via technology. As one friend put it, the Obama people
are getting virtual voters to real booths. Technologically enhanced
democracy. He elaborated further: People are upgrading to Obamastyle politics, which is much more satisfying than old-style spectatorial
politics. More connected. A more perfect union, to use the name of
Obama’s race speech in Philadelphia, of candidate and constituency.
Because so many of Obama’s supporters are young, some, i.e.
older people, worry that they can’t be relied on to vote come election
day. Short attention spans. I’m not sure that holds true. Their phones
are probably primed to ring to remind them to get off their butts and
vote.
What is marvellous about this election year is the amount of
people who’ve been turning out for the primaries. Voting in the
US isn’t compulsory, which means only a pathetic fraction votes.
Republican efforts to disenfranchise voters are endless and aimed
especially at the poor and African-Americans – people who would
vote Democrat. Some states are asking for a government-issued photo
I.D. before someone can vote. In one conspicuous application of this
ruling, a busload of aged nuns was turned away from voting in the
primaries.
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This year in the primaries, voter turnout was at historically high
levels, with many contests setting all-time records for turnout. Voter
turnout on Super Tuesday was at 27 per cent of eligible citizens,
breaking the previous record of 25.9 per cent set in 1972. Turnout
was higher among Democrats than Republicans, with Democratic
turnout surpassing Republican turnout even in traditionally red states
where the number of registered Democrats is proportionally low.
From 3 January through 5 February, Democratic turnout exceeded
Republican turnout: 19.1 million to 13.1 million. And this trend, as far
as I can determine, continued up to June and Hillary’s capitulation.
And of course there is the off-quoted rally in Portland, Oregon,
where 75,000 white supporters showed up for Obama. I personally
wouldn’t make too much of this. Portland Oregon – loosey-goosey-ish
sort of place. They drink lots of coffee and ride bikes. Fond of the
outdoors. Not much else to do.
I’ve been in Australia for a month now, and I feel like I’ve been
unplugged from a frenetic Heath Robinson-Rube Goldberg machine.
Politics – that’s just about all we’ve talked about this past year.
That and the markets. Never before, not even in the 1960s, have I
experienced politics debated so feverishly and at such a pitch.
In New York, we’ve all become political junkies, the cabbie, the
doorman, the sushi-maker. And we’ve shaken our heads more than
once that after all these years of waiting, we had both a woman and a
black guy running.
To give you an idea of how preoccupied we are with politics, let me
just mention my new book, Stanley and Sophie. A plug! I got the idea
of writing it after reading Thomas Mann’s Bashan & I. Mann wrote
his book in the middle of the First World War as a way of not having
to think about its appalling carnage.
Excellent idea, I thought. New Yorkers had lived through
September 11 and two terms of George W. Bush. We felt a bit like
Job. We certainly didn’t feel safe. In the book I describe it this way:
Our lives were a rhubarb of noisy emotion: a devil’s chorus of fear, blatting
rage, birring anxiety, tweedling incredulity, roupy sorrow. I do like a good
adjective.
Unlike Mann, I found I couldn’t keep politics out of the book. The
reality of our lives was that that we were ping-ponging all the time
from the personal to the political, like it or not. The most perfidious
US president before George W. Bush was Nixon. I’ve asked friends
who lived through that era whether these last eight years have been
worse. Much worse, they always reply. Always on our minds, always
intruding. By the way, in regard to George W. Bush, we’ve gone
from outrage to embarrassment. Republicans, if anything, are more
embarrassed than Democrats. Anyway, we’re counting the days. So,
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in the end, I didn’t take a break, a vacation from the troubles of our
time.
I voted for Hillary in the primaries. She is an extraordinary
woman and would have made an excellent president. I love Bill, too,
even though he broke our hearts when he couldn’t keep it zipped. But
the worst side of the Clintons has come out in the last few months.
And if she had won, what was she going to do with Bill? Send him to
the North Pole in the hope that his temper would cool and his youknow-what would freeze and drop off?
I changed my allegiance to Obama when I heard him give his race
speech. I’m a speechwriter by trade, and I am in complete awe of that
speech. He even quoted Faulkner. He might only be 46 years old, but
anyone smart enough to give that speech is smart enough to surround
himself with people who won’t truck in conventional wisdom. Also,
he is not beholden to interest groups in the way that time-serving pols
inevitably are.
Still, given the appalling state of the nation – a despised war,
the constitution traduced, the Geneva Convention abandoned,
government agencies purposefully trashed in the name of small
government, feckless bankers driving the economy into a recession
– we are taking a tremendous risk in electing him. Will he be a wise,
measured statesman or are we getting a pig in a poke? An idealistic
intellectual? We just don’t know. Nervousness and second thoughts
are the order of the day, judging from my last few phone calls home.
A digression here on the idiom “pig in a poke”. I looked up its
origins. A poke is a Middle Ages word for a bag. Meat was scarce
back then, so unscrupulous people would put cats in a bag and sell the
wriggling sack as a suckling pig. Strangely enough, the idiom and the
con is much the same across many cultures. Cats in bags the world
over. Just thought you’d like to know. Some would say that a 46 yearold idealistic intellectual is the very defi nition of a pig in a poke.
And now for the backdrop against which the cabbie, the doorman,
and the sushi-maker are bending each other’s ears with such ferocity.
The other phrase I asked you to keep in mind was “It’s a bright, guilty
world”. These are lines spoken by the Orson Welles character – Black
Irish – in the movie The Lady From Shanghai. He gets caught up with a
nefarious bunch when he falls for Rita Hayworth and has a hard time
keeping his moral compass. He and his companions dock their yacht
in Acapulco. Black Irish looks around at the languorous environment
and says, “It’s a bright, guilty world.”
It’s a bright, guilty world where I live. I’m just up the street from
15 Central Park West, where an apartment has been sold for a recordsetting $46 million. The building isn’t a glass tower – it’s a hulking
pastiche of prewar styles to give residents a feeling of solidity. And the
way the markets are going, they might need that illusion.
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Here’s a startling statistic: In 1993, one per cent of families in
the US pocketed 14 per cent of the nation’s income. By 2006, that
slice had grown to 23 per cent. If you dissect that figure even further,
15,000 families in the top .01 per cent drew 5.5 per cent of the nation’s
total income. It’s a bright, guilty world.
A story. When I worked on Wall Street I came into contact with
extreme and often ludicrous wealth, but that was some time ago. Early
in the New Year, I was invited to dine at Cipriani’s, which is cattycorner from the Plaza Hotel, recently transformed into luxury condos
that sold for prices nearly as stupendous as those at 15 CPW, even the
ones with views of air shafts.
The crowd at Cipriani’s is polished to a fare-the-well. Burnished.
Their feet rarely touch the pavement. The food is mediocre at best
– I’ll take a meal at Sean’s at Bondi over Cipriani’s any day – but it is
expensive, the point being that its clientele are the sort who can afford
to throw away a thousand or two for a modest weekday supper.
My two companions were my dentist and my neurologist. (You
can tell my age by the fact that my dentist has become a good friend.)
We were chatting in a spirited way when suddenly they both fell silent.
A respectful three-second silence. Private equity king Henry Kravis
and his entourage were being seated at the table next to us. I was
oblivious to this notable arrival. Instead I was taking in the women in
the room. They were all thin – that goes without saying – and every
last one had faces that had gone under the knife more than once. To
me, they looked not just unnatural but malformed, grotesque.
Feminist that I am, I couldn’t resist mentioning this. My dentist
then told me about a patient of his who was about to have some
wrinkles botoxed when the dermatologist informed her that after the
procedure she wouldn’t be able to say the letter “p”. I gave a very
unladylike cackle and said, “There are women in this room who can’t
say whole words.”
My other companion, the neurologist, usually a light-hearted sort,
reprimanded me: “Kate, if you want to be a player on the Upper East
Side, you have to work at it.” For men, this means staying wealthy and
giving money to the right charities in significant amounts, although
even that won’t guarantee a table at the Four Seasons because the rules
of this tribe are inscrutable. For the women, it means approximating
the look of youth and maintaining the air of a courtesan. Once upon
a time, women had their feet bound or wore corsets so tight they
suffered renal failure. Now they endure mutilating face jobs that cause
linguistic difficulties.
But to the diners at Cipriani’s, who keep company only with each
other, the women appeared normal. And so it is with bankers: keep
company only with people who behave like conger eels and after a
while that seems normal, too. By the way, at the time of the dinner
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Mayor Bloomberg was thinking of running for the presidency – and
both my companions – and probably everyone in the room – would
have supported him.
I’ve written at greater length about bankers and the subprime
crisis and related issues in the Australian Financial Review magazine.
Financial bungling to end all such bungling. About all I can add,
it’s not over, however the banks might be spinning it. Not a time for
complacency. Not in the US, the UK, Europe, or here.
I want to read you something from an FX newsletter by Barbara
Rockefeller. Even if you have no interest in the FX arena, I can
highly recommend it for her summary of what’s happening in the
markets. Clear, funny, not toeing any line: “Pundits are now saying
the recession will be shallow but long-lasting. Keep in mind the
economist’s ever-present warning of pari passu, meaning “if everything
else remains the same”. But everything else never does remain the
same. The world is full of new developments and some of them are
one-time shocks that change everything”.
As it’s been explained to me, economic and market systems
require a degree of order and balance to function. When the potential
distortions are too great, the stress reactions become both hard to
predict and manage. Notions of market timing – useless. We’re back
to the Internet, back to Shirky, back to “here comes everybody”.
The markets are unmanageable when “here comes everybody”.
Computers allow gigantic flows into and out of funds. And allow
rumours, the true market engine, to cascade like the Victoria Falls.
They turbocharge greed, stupidity, and lemming-like behaviour, never
in short supply, and the cream – prudence – gets dispersed, pushed to
the bottom.
A banker friend reminded me of an observation made by the great
philosopher Isaiah Berlin just before his death: The scale of change in
the medium of communication methodologies in the past two decades
has profoundly altered the physical equations in ways we are only just
beginning to understand.
The operative word is scale – to which we could add speed. The
combination is producing diverse surprises, not necessarily good. Back
in the 1980s, we had about 40 fi nancial products. Now we have more
than 240. We can leverage everything every which way to kingdom
come. In ways we never could have imagined – and can’t control.
That same banker friend remarked – this is someone who has been
involved with the commodity markets his entire life – that to think we
can control risk in these circumstances is a besetting and dangerous
vanity.
Commodities, the price of oil – very much on our minds. Is the
problem supply and demand or speculators driving up the price?
Speculators – the market needs them, of course, but the scale
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has changed. Here’s a figure: $90 billion dollars have flowed into
commodity index funds in the fi rst part of the year. Most of that
money is coming from speculators going long. Like it or not, you have
multiple bubbles in the commodity markets. The pros – Soros and
company – are getting out of energy, but they are not going into gold
or other commodities. The pros are going liquid.
Making things much worse, we have a political vacuum in the US
Bush and Cheney could not be more disengaged from the workings
of the markets, and Henry Paulson hasn’t found his voice, to put it
politely. In China – less said about China the better. They solve their
problems with blunt economic instruments.
The regulators in the US are working overtime to figure stuff out.
They bring to mind the boy with his fi nger in the dyke. They know
that the off-the-books markets need to be brought onto the books,
but when that happens, what will turn up? What’s under the rug? We
don’t have a clue. Capital requirements for US banks to be on a sound
footing are estimated to be $400 billion-$500 billion. Even sovereign
wealth funds throw their hands up at that point.
And so we are not just in uncharted territory, electionwise, in
the US. We are in uncharted territory, marketwise. Until OTC
instruments are regulated and credit requirements spelled out, until
we can get some understanding of the “here comes everybody” aspect
of the markets, that will remain the case. Investment banking as we
know it simply isn’t working anymore. This is a crisis on a par with
global warming and one that requires a complete rethinking of the
capital markets.
To fi nish these notes: Perhaps far too much has been made of
gender and race in the primaries this last year. Two very capable
people ran for the Democratic Party nomination. But let us not forget
that for the fi rst time in the US a woman ran and nearly won the
nomination at a time when the representation of women in the Senate
and the House of Representatives is woeful: 13 out of 100 in the
Senate; 61 out of 535 in the House.
And let us not forget that a black man ran and won the
Democratic party nomination at a time when one out of three black men
between the ages of 20 and 29 are incarcerated. Again, one out of three.
Men who will spend the rest of their lives disenfranchised, of course,
although my point is that Obama is running for president in a society
that tolerates a high degree of institutionalised racism.
The markets, the elections. I hope for the best, but I wouldn’t bet
on them.
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Malcolm Turnbull

Launching Anne Henderson’s book, Enid Lyons: Leading Lady
to a Nation (Pluto Press), on Friday 20 June 2008, The Hon
Malcolm Turnbull, Member for Wentworth, reflected on the
extraordinary life of Australia’s fi rst female member of the
House of Representatives. Malcolm Turnbull expressed his
respect for the work of Dame Enid and her husband, Prime
Minister Joe Lyons, and spoke of the endurance of their values
– freedom and equal opportunity – in today’s Liberal Party.
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ENID LYONS – LEADING
LADY TO A NATION
MALCOLM TURNBULL
Anne Henderson’s biography of Enid Lyons is a revelation of a
world that has passed into history and a woman whose place in history
has been neglected. Dame Enid Lyons was not just the fi rst woman to
sit in the House of Representatives or the fi rst to hold Cabinet rank.
She was a mother of twelve children, the teenage bride of a Tasmanian
Treasurer and as the wife of Prime Minister Joe Lyons one half of
a powerful and charismatic political partnership that captured the
affection and attention of this nation like no other.
Reading Anne’s book I constantly regretted that Enid Lyons
agreed to become a Dame! Dame Enid Lyons sounds so formal, so
stuffy, so conventional. And yet she was anything but that. She was
the ultimate homemaker. As she said in her maiden speech in 1943,
when the subject of population was discussed, she had not pondered
it “with my feet upon the mantle-piece” – in other words, like all the
blokes in the House of Representatives – “but knee-deep in shawls and
feeding bottles”. And in reminding her audiences and her colleagues
of her domestic credentials she never failed to puncture the self
assurance, some would say pomposity, of public men who speak with
such authority about family issues.
Enid Lyons was also the ultimate super-woman – talk about work
life balance! From the very beginning of her marriage at 17 to Joe
Lyons, she combined relentless fertility in the home with constant
political action and advocacy on the public platform. She was living in
northern Tasmania, without a telephone for many years; she travelled,
with Joe and separately, to serve their combined political mission.
And, while ambitious and determined, she was not a cold political
operative. She was wickedly funny, with a gentle mocking wit which
was only occasionally cruel as when she described the wife of British
Prime Minister Stanley Baldwin as “looks like a public building and
behaves like a steamroller”.
I should say a little about her husband, Joe Lyons, because while
Enid achieved several fi rsts in her own right, her main contribution
was as the equal partner of Joe Lyons. She married Joe, while she
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was a teenager and when he was an up and coming Tasmanian Labor
politician and Minister, the Treasurer and Minister for Education.
But at 18 she was the wife of the Opposition Leader and for seven
years thereafter. He was Premier then for five years, lost an election,
moved into Federal politics where he distinguished himself, as he had
in Tasmania, for sound economic management. Now the context of
the Labor government in that time, led by Jim Scullin, was all about
economic issues.
It was the Great Depression and you had those advocating
expansionary policies like Ted Theodore, the former Queensland
Premier, who was the Treasurer in the Scullin Government and was
constantly mired in one political scandal after another. And of course
you had here, in Sydney, Jack Lang, John Thomas Lang, whose
recklessness and charisma combined to create a formidable threat to the
Labor government, indeed to government itself. He was a remarkable
man, I got to know him in his late 90s when I was a young student and
journalist. When I wrote his obituary I was struggling with a headline,
and I could only sum it up with “Jack Lang: the man who knew how to
hate”. He was a formidable, powerful politician.
Joe Lyons took him on – as he took on Ted Theodore – and he made
his reputation, perhaps a lesson for all politicians, as a leader who was
prepared to do things which were not always popular, but which were
always prudent. He was a genuine economic conservative. His campaign
for a bond issue, the “All for Australia” campaign, put the Australian
nation in a position where it was able to refi nance its loan obligations
to British creditors. He enabled Australians to liberate themselves from
foreign creditors. He resigned from the Scullin Government in January
1931 in protest at the return of his other arch enemy, Ted Theodore, to
the cabinet and he moved over to the United Australian Party which was
the main predecessor to the Liberal Party. He became Prime Minister
in 1932 and took on Jack Lang the following year. Lang was sacked by
the State Governor. If you look at the handsome red granite building in
Martin Place which is the headquarters for the Commonwealth Bank
of Australia, remember that was once the Government Savings Bank
of New South Wales and it was part of the price, the fi nancial price,
that taxpayers and citizens of New South Wales paid for the fi nancial
collapse of this state during that struggle.
In 1939 Joe Lyons died in office and he left Enid a widow and a
single mother with 11 children. She was, within four years an MP
in her own right. She won the seat of Darwin, which is now called
Braddon in Tasmania, in the 1943 election – the bleakest year for the
conservative side of politics in Australia. The primary vote in that
election for the conservatives (UAP and Country Party) was a mere
33 per cent. It was a devastating election. She was the conservatives’
one bright hope and she gave enormous cheer to the non-Labor
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forces in the federal parliament. She later became one of the fi rst
members of the newly formed Liberal Party. She was, if you like, a
founding mother of the Liberal Party, in the way Robert Menzies was
a founding father.
One of the great traditions and features of the Liberal Party is
the way in which equal representation of men and women is part of
the organisational structure. For those of you who are members of
the Liberal Party, or familiar with it will know that we have male
vice-presidents and female vice-presidents right through the system.
And that is owed to the leading role that Enid Lyons and many other
women and women’s political organisations played in its foundation.
She was a political super star. She had an enormous fan club; she
was a very popular newspaper and magazine columnist and she wrote
right through her life, not out of a desire for self promotion, but as
much as anything out of a desire, not just to promote her political
values and ideals but in order to keep the household together. It was
a considerable fi nancial struggle; this was a family that had enormous
obligations with so many children, but very little by way of income
beyond, initially, Joe’s parliamentary salary, and then Enid’s, and of
course what she could generate from journalism.
Enid Lyons also struck a great blow, as did Joe Lyons, in the defeat
of sectarianism in Australia. They were both Catholics and of course
leading Catholics on the conservative side of politics. There was then,
to a large degree, a sectarian divide in politics in Australia and there
were few Catholics on the conservative side of politics. That is well
and truly a thing of the past and it is interesting to note that when my
wife Lucy’s father Tom Hughes was Attorney General in the Gorton
Government people remarked on this prominent Catholic moving into
the cabinet. So it was something of note in 1968, but of course it is a
non-issue today and that is very good.
Enid Lyons was a profoundly practical politician. She spoke in
the here and now, of the problems of the day and the policies they
demanded. So without departing unduly from my task today, and in
the spirit of Dame Enid, let me make a few points about the Liberal
Party of 2008 and the challenges it faces in the years ahead.
These are tough times for our party – but we have had tough
times before as Enid Lyons knew well. Our party exists to provide
good government based on our Liberal principles. And yet we are
in government nowhere. Our supporters are entitled to feel let down
– incompetent Labor governments remain in office and unqualified
Labor oppositions win office. My certain belief is that our best chance
to return to Federal government is in 2010. Kevin Rudd did not
deserve one term – we must not allow him to win another by default.
But to win in 2010, we have to be leaders with policies that are
consistent with our political philosophy. And I tell you my friends our
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political values are the values for our time. Because at the very core
of our reason for existence is a commitment to freedom, to individual
enterprise, to creating an environment where every person is best able
to purse their own ambitions – their own pursuit of happiness. Labor
believes that government knows best – we believe that governments
role is to enable us to do our best. Our vision for government is to
enable, to empower. Labor’s is to direct and to command.
Now that political touchstone of freedom is easy for governments
to overlook – Liberal governments are not exempt from that
temptation. So while we should be proud of our achievements in the
past, we must not be captured by them. We must challenge every
policy, every program, every regulation, every tax with this test: does
this make Australia more free? Does it enable greater choice? Does
it impose a burden or a restriction on freedom which is more than is
absolutely necessary? That is a Liberal’s key performance indicator:
it is freedom above all else. Now some people will say that pursuing
freedom is not consistent with social justice. That is as wrong today
as it was when Lenin said cynically but most revealingly, “freedom is
so precious it must be rationed”. A free society must be a fair society.
We cannot as individuals have the freedom to pursue our ambitions
if there is no safety net, if poverty or illness deprives an individual of
every dignity, every opportunity.
Our goal must be as Liberals then to strive for an Australia of
which people can say: there is no country in the world where a man or
woman is more free to pursue their dreams, no country more receptive
to new ideas, no country more welcoming to enterprise and initiative.
And it must also be to strive for an Australia of which people can say
that there is no country in the world where a person who is set back by
disability or illness or poverty has more support and encouragement to
enjoy the opportunities of a free society.
Those values of freedom, of equal opportunity are profound and
they are enduring because they are human. And it was to human
values that Enid Lyons always returned. She was fundamentally a
woman in touch with human values, with the real world and I tell
you that deep in our human DNA is the desire for freedom, to be
ourselves, to be different, to make our own mark. If you doubt me,
consider how technology has dramatically expanded choice and
individual freedom and how universally that has been embraced.
Freedom is in the spirit of the times and that is why our values are
in the spirit of these times. The Labor government, the new Rudd
Government is the emptiest we have ever seen. There is a yawning
gap, a vacuum, between the rhetoric and the reality, between the
empathy and the action.
Where is the thread of principle that connects a Prime Minister who
spent a year loitering around petrol station forecourts dripping with

THE SYDNEY PAPERS WINTER 2008

89

empathy for rising prices and then today, like Chauncey Gardiner, says,
“I like to watch.” Where is the substance in a government that came to
office as fiscal conservatives dead against protectionism and then gave
$35 million to Toyota to build a car they were going to build anyway
– $35 million Toyota said it did not know how to spend? Or which
ignores the advice of Treasury and instead of inquiring into the motor
industry via the expert and impartial Productivity Commission puts
together a committee of trade unionists and industry lobbyists headed by
a former Victorian Labor Premier. Where is the evidence based policy in
a government which seeking $3 billion of extra tax revenues, disguises it
as a health measure based, so we are told, on the remarkable assumption
that if one type of alcohol is made more expensive drinkers will not move
to a cheaper alternative? What can we say of the hubris of a government
that underestimates that enterprising ingenuity of the Australian drinker?
Our opportunity, our responsibility, is faced with a government of
spin and little substance, faced with a government that like Chauncey
Gardiner is content with simply “being there” to be an opposition
of substance which clearly sets out those values for which we stand,
which presents policies consistent with those values and which every
hour of every day reminds itself that our duty to this nation is to
enhance the freedom and the enterprise that has made it great and
will make it greater still.
All of us in public life stand on the shoulders of those who went
before us and Dame Enid Lyons is in the forefront of those who made
Australia the great nation it is. This is a worthy biography, it’s overdue,
it’s been beautifully written by a woman who has a keen insight into
the character, the qualities, the determination, the courage, and the
essential humanity of Enid Lyons. I am deeply honoured Anne that
you have asked me to launch this book.

Anne Henderson – response
Thank you Malcolm.
What Dame Enid Lyons might have said to me on a day like today
is anybody’s guess. But she certainly would have marvelled at – and
enjoyed – the thought of her legacy and life being celebrated so long
after her death and well over a century after her birth.
Enid Burnell Lyons lived a large and full life. Some of that is with
us today in the presence of members of the extended Lyons family.
With eleven children who lived to adulthood, Dame Enid’s extended
family is a vast community and I would especially like to thank two of
Dame Enid’s grand daughters – Mary Pridmore from Hobart who is
here today, and Libby Lyons from Perth who as I speak is still making
her way here, having been delayed by a cancelled fl ight from Perth. I
also welcome two of Enid’s grandsons who are here – Paul McGrath
from Burnie, Tasmania and David McGrath from Sydney.
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Recording, and capturing accurately, a life as full as that of Dame
Enid Lyons is no small undertaking. So it was with reservation that I
initially responded to a phone call from Tony Moore of Pluto Press,
over two years ago. Yet, within a day I had given a fi rm yes to Tony’s
idea that it was the right time for a biography of Enid Lyons.
Tony Moore gauged it correctly – it is time for a rethink about
Enid Lyons. As well as a reassessment of Joe and Enid Lyons’ place in
Australian history. They were Australia’s fi rst “power couple” – and
a Labor power couple as much as a non-Labor one – well before the
term was ever used.
Today the term power couple is increasingly familiar and relevant
– examples like Bill and Hillary Clinton, Barack and Michelle Obama
and our own Malcolm Turnbull with his wife Lucy, who is here today,
are just a few examples of how the husband and wife partnership in
politics has taken off.
But it was very different not all that long ago. Which is why
the Lyons phenomenon is so remarkable and deserves to be in the
forefront of our political records.
It is not quite 80 years ago when this part of Sydney witnessed
the funeral of Joe Lyons. He had collapsed on the way to the Sydney
Easter Show in April 1939 and died soon after on Good Friday. The
mourning and grieving that followed, across the nation, with a funeral
at St Mary’s Cathedral and a procession of his coffi n to the docks
for a trip aboard a destroyer to Devonport and fi nal burial, engulfed
Sydney. Thousands lined the streets to watch Joe Lyons go as the
procession wound its way from Park Street, down George Street, up
Martin Place, along Macquarie Street to Circular Quay.
The photo published in the Australian Weekend Magazine a couple
of weekends ago shows something of the pomp and tragedy that
surrounded this moment in Australia’s history. There we see robed
Catholic clerics alongside naval officers – powerful symbols of church
and state – burying the humble Tasmanian Joe Lyons who had risen
to then unequalled heights and become the fi rst Australian prime
minister to win three successive elections for his party.
That Joe Lyons had become so endeared to average Australians
in his time in federal politics had much to do with the woman who
became his wife at the age of seventeen when he was Tasmanian
Treasurer and Minister of Education in 1915. Their relationship, with
Joe so much older than Enid, would draw on a diversity of strengths
and talents, each supporting, coaxing and coaching the other in a
mutual endeavour.
When seventeen-year-old Enid married Joe Lyons in 1915, she
was just a girl even if mature for her years by any reckoning. But, with
Joe as her guide, she would soon take a crash course in politics and
electioneering as she supported her husband’s career.
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The difference with Enid Lyons was that her husband recognised
early on that Enid’s natural talent for public speaking could quickly
become a political asset for him, especially after a few lessons in how
to handle hecklers from the floor. What’s more, as time went on, Enid
found she loved the political stage. In 1925, as the mother of seven,
she was urged by her husband to stand for the state seat of Denison in
Hobart when Labor needed women candidates for the state election.
She campaigned vigorously and only lost by a small margin.
Enid Lyons would become not just a supportive spouse to her very
political husband, but a partner in his public appearances. Together,
they addressed huge rallies in 1931 as the popular citizens movements
gathered in town halls across eastern Australia condemning the
Scullin Government. By the time Joe Lyons had become Prime
Minister, in the landslide election of 1931, Enid was known across the
nation as a public figure in her own right.
When Joe Lyons died in office he was only 59. Enid Lyons was left
with eight of her children still to fi nish school – the youngest barely
in kindergarten. Yet she went on to withstand the bitter campaign
against the government annuities proposed for herself and her
children, although these were eventually passed into legislation. Then,
incredibly, Enid Lyons knocked back her own annuity when she began
radio broadcasting, and later wrote newspaper columns and gained a
seat in parliament as the fi rst woman in the House of Representatives
and later the fi rst woman in a federal cabinet.
Researching a life and writing up the discoveries is an absorbing
experience. I never had an opportunity to meet Dame Enid Lyons
– even though I lived in Launceston while she was still quite an active
local in Devonport. And yet there is much of Enid Lyons I feel I know,
as if I had met her.
Sitting in the National Library or archives, turning over the pieces
of a person’s very private and public life is a unique and very intimate
experience. I would recommend it to anyone who has not done it.
Such fragments from which to construct a whole.
The day I turned over a telegram from 1943, and read words
sent to Enid Lyons from the man I had been given good reason to
believe may well have been her biological father, was a day I’ll always
remember. I may as well have found gold.
Telling our stories, and remembering our heroes, is very
important. I have enjoyed – and more importantly learned immensely
from – working on the life story of Dame Enid Lyons. As a person
who was faithful to her strong moral code and as a person who never
refused a jump, Enid Lyons is a model for us all.
Thank you for coming. I hope you all enjoy “Enid”.
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Matt Bai writes on national politics for the New York Times
Sunday Magazine, where he is currently covering the 2008
presidential campaign. He is the author of The Argument:
Billionaires, Bloggers, and the Battle to Remake Democratic
Politics, a critically acclaimed and controversial account of the
“new progressive movement” in America and the people who
built it. The Argument was the only political book to be named
a New York Times Notable Book for 2007. He addressed The
Sydney Institute on Monday 23 June 2008 during a visit to
Australia sponsored by Microsoft.
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THE WEB AND THE
NEXT US PRESIDENT: POLITICAL
MOVEMENTS IN THE INTERNET AGE
MATT BAI
On my way here, at the airport in Los Angeles, I spoke to a
woman who was going home to Australia. She asked me what I’d
be doing there and I replied that I would be giving a paper at The
Sydney Institute. Her response was to say, “That’s very impressive!”
So I appreciate you having me here. I also want to thank the folks at
Microsoft, who have been terrific.
Just before I came here, I walked around the Rocks and bought
myself and my wife a couple of Drysabone jackets. The man at the
store assured me that everyone in Australia owns one. And I have
noticed a lot people wearing them. I also bought a gigantic, boxing
kangaroo for my son so if any of you were under the impression that
I would go back to the United States and change the stereotype about
Australians, you’ve come to the wrong place.
But let’s talk about American politics. It’s been a strange year in
the United States with the presidential campaign. Talking to people
here in Sydney, I understand there are some people here who have
already seen the Obama Girl video on YouTube. This is a sort of
risqué music video with dancing and lyrics such as “Health care
reform keeps me warm” and “You can Barack me tonight”. I never
thought I’d see the day when I didn’t want my son or daughter to see
a political video until they were older. It’s been viewed, at last count,
by nine million people on YouTube. There is no political ad in this
cycle that has been viewed by anything close to nine million people.
In addition to that, this is the year of the ad from a guy in a home
basement which parodied a 1984 Apple ad casting Hillary Clinton
as Big Brother from the Orwell novel, a viral ad that went into the
inboxes of just about everybody who was interested in Democratic
politics in the United States. It would have been seen by more people
than any broadcast ad.
This is the year when, in January alone, Barack Obama raised $31
million online. Some of you may have $31 million hanging around but
I have no idea how you put that together in small dollar donations. To
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put it in some perspective, Howard Dean, who was the godfather of
internet fundraising in American politics, raised $25 million online
in his entire 2004 campaign. Hillary Clinton raised something like $8
million online in 24-48 hours after Super Tuesday. My point is that
it’s no longer possible in American to talk about “internet politics”
and “American politics” – they are the same thing, they can’t really be
divided.
When people say, as a matter of routine, that the internet has
changed politics in a dramatic way, this is not actually true, strictly
speaking. The internet has changed everything in American life as
it has changed things in life here. Politics, as usual, is just about the
last American institution to catch up. Americans used to go down to
the local bank and see about mortgage rates or car loans. Now they
go online and compare them instantly; they make their own decisions
and structure their own loans. They build their own car online, they
build their own computer online. They use e-trade rather than give
their money to a broker. They date online; it’s not about going to bars
anymore, it’s about Match dotcom.
My son, who’s three years old, has his own laptop. It’s a Thomas
the Tank Engine laptop. He likes to imitate me – he pops it open,
bangs around, puts his headphones on. He plays Curious George games
on the computer. I remember my father was talking to me when I was
young about how television came to his neighbourhood – Bridgeport
Connecticut, just outside New York – in the 1950s and how there was
just one in the neighbourhood and everyone was amazed by it. Of
course, some ten years after that you had the fi rst television election in
the United States and television would dominate American politics for
the next 50 years.
We are seeing a similar transformation now except I would argue
that it’s more profound and more lasting. Unlike television the internet
is a two-way medium; it brings people into conversation, it doesn’t
simply enable you to talk at them. In some ways it revolutionises
the nature of communication. And I believe its duration will be
significantly longer. Fifty years of television is a lot to endure, but it’s
not actually that long a time period. The internet will have a longer
life. It will change and become video, but communication of people
online, electronically, will last a long time.
That’s the change I want to talk about tonight, particularly in the
Democratic Party. Republican politics have been a little slower to
catch up. There are reasons for this, and you can argue about what
they are. Partly it has to do with the Republican constituency in the
United States; conservatives tend to be older, and maybe less online.
There are some vibrant conservative blogs. More than that it has to do
with the function of being in power as opposed to being out of power.
It is always the group that’s out of power which utilises and exploits
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new technologies. People who are in power feel pretty comfortable
with where they’re at without a whole lot to complain about. And
until recently the Republicans in the United States, as you know, were
pretty well in power.
There is an online progressive movement that is ascendant in
Democratic politics. It has amassed a tremendous amount of power in
a very short amount of time. I’ll talk a little bit about this movement
which has a very distinct ethos. It’s notion is that the Democratic
Party sold out its principles during Bill Clinton’s era of the 1990s;
that the party failed to stand up to conservatives while they took over
the country and took policy, international and domestic, in the wrong
direction. It believes the country needs a more partisan Democratic
Party not a less partisan party, a more confrontational party, a party
that will stand up to conservatives and make its case more strongly.
Further it believes that the Democrats have been hindered or
downright damaged by a lazy, unindustrious media that has bent over
backward to help the conservative cause.
The elements of this movement include people you’ve probably
heard of. Bloggers, for starters. How many people here have visited
American progressive blogs, the Daily Kos or the Huffington Post?
Daily Kos now has upwards of half a million viewers on any given
day. To put that in perspective, that is more than all but a handful of
American newspapers and more than the entire progressive media,
that is, people like The Nation and Mother Jones. Put them all together,
they would not even come close. It is a bulletin board, basically, for
American liberals, a discussion forum and a debate forum.
There is a group of what I would estimate as over a hundred,
millionaires and billionaires and many more on the periphery, who
have banded together, communicated online, made PowerPoint
presentations (Microsoft would be very happy to hear that) and
started something called Democracy Alliance. I’ve written about it
and it’s a super secret group. They’ve put upwards of $100 million
in the last three years into developing what they call a “progressive
infrastructure” in the United States which is, essentially, funding
existing groups. And then you have groups like MoveOn.org
– I understand you have GetUp here. MoveOn now has about three
million members and is raising about $25 to $30 million a year. It
raises a lot of this money through house parties and – I do not kid you
– bake sales. They raised over a million dollars for Texas legislators by
selling brownies around the country – their members literally went out
and sold brownies. This is unbelievable stuff.
MoveOn is a fascinating case study. MoveOn can be found
in many parts of the USA where over the last 20 or 30 years the
Democratic Party has pulled up stakes and left. It had no way of
competing and decided it was just going to leave – rural states the
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party considered to be too uneducated or too racist accept Democrat
arguments. But they left behind a core of diehard liberal Democratic
voters who had nowhere to go, who had no local party organisations,
who had no way to get active. Everywhere the Democratic Party
left, from the rubble of that party sprouted the weeds of MoveOn.
org. And it’s not just kids but also a lot of older people; there are as
many senior citizens as college students in MoveOn. They are people
who felt abandoned, and were disconnected. Then came the internet
and MoveOn, which, by the way, was founded by a billionaire who
invented those flowing toasters on your screen. Again my friends
at Microsoft were very happy – the creator Wes Boyd became very
wealthy and founded MoveOn, and they are a significant force.
Everywhere you go in this movement there are stories of ordinary
people getting involved in politics in a truly extraordinary new way. I’ll
tell you one quick story, one of my favourites. It’s about a guy named
Chuck who held a house party for MoveOn in Northern Virginia,
near Washington DC in 2005, not long after the election. Some
of the MoveOn people asked me to come along and I went. Chuck
lives in a very big house and runs a production company. I started to
talk to Chuck, in his mid forties and asked how long he had been a
MoveOn member and whether he was excited about the Democrats.
He replied that he was not a Democrat and in fact had never voted
in a Presidential election in the United States. So I asked why all the
people at his party – there were about 60 there. Why had he invited
them? In reply he told it was because he “lived across the street from
that creep”. Now he didn’t actually use the word “creep” but I’m
going to be respectful. I had no idea what he was talking about.
This was the problem for Chuck. He lived across the street from
a guy called Brent Bozell. None of you would have heard of him I
imagine. Brent Bozell was an icon of the conservative movement
in the 1960s and 1970s, and the son-in-law of William F. Buckley,
the godfather of the conservative movement. Bozell started media
watchdog groups arguing how the media was a bunch of Communists
and so on. And had to be held accountable for their liberal views.
And this is in part true. Chuck had gone to Brent Bozell’s house and
later did a Google search and found out who he was. But Chuck hates
George W Bush and the Republicans. He became so angry he couldn’t
sleep at night. He would pass Bozell in the street when he was walking
his dog and couldn’t look at him or the dog. Chuck told his wife
he wanted to pee in Bozell’s pool. His wife suggested that was not
constructive. Chuck went online and found MoveOn who were angry
too; he joined MoveOn. They asked if he’d like to hold a house party
and Chuck said yes. Two weeks later 65 people arrived at his house to
sign petitions about Supreme Court nominations. Chuck had become
engaged. But he’s not just engaged for the fi rst time in politics, he’s
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become a leader, an activist in the community, hosting a get together.
It’s not a small thing what people like Chuck are doing. As an aside, I
got a letter not long ago from Brent Bozell. He said, “You keep telling
this story. I want you to know I was really nice to that guy; he came
to my house and ate my food and I don’t know what he’s telling you,
but really I’m just fi ne.” Then he closed his letter by saying, “There, I
made it through a whole letter without calling you a Communist.”
We’re seeing the influence of this movement during this 2008
primary season in ways I that have been under-discussed and
under-covered. After all, the entire ethos of this movement is that
Clintonism was the ruin of the party. That the 1990s hollowed out the
core convictions of the Democratic Party and made it a corporatist,
compromising, appeasing party. That’s a word that is used often and
it’s not an accident. Hillary Clinton’s people, prior to the campaign,
dismissed the movement with a rejection of its significance. They saw
it as just a small group of really loud people they did not have to listen
to. Bill and Hillary Clinton were too popular as the polls indicated.
But it wasn’t surprising to me that Hillary Clinton found herself
meeting deep resistance in the grassroots of the Democractic Party.
You may recall, if you follow American politics closely, and I know
a lot of you do, there were a couple of weeks where Barack Obama
went on what turned out to be a very fateful roll. He won about ten
state contests in a row. The common thinking was that if Hillary
Clinton had gone into these states, and organised and spent money,
she wouldn’t have been derailed. I actually believe the truth is more
complicated. Those are the states where MoveOn is strong. Those are
the states where the only Democrats left are the diehards, the liberal
of the liberal, the most anti-war Democrats in the country, and these
were most conservative states. I don’t think they were going to vote
for Hillary no matter how much money she put in, because this is how
deeply that argument permeated the Democratic Party.
Now, Barack Obama was the beneficiary of this anti-Clinton
sentiment, He became a vehicle against her. After everyone else
was out of the race MoveOn.org came in and endorsed him and
so did the progressive unions that are part of this movement. The
fact is – and it’s important to understand this when going forward
– Obama defi ned his campaign in direct opposition to that progressive
movement. The whole ethos of that movement is partisanship and
Obama’s entire argument is that there is too much partisanship in
politics, that there is too much reactionary, knee-jerk opposition. That
it’s too much about protecting your dogmas or your years passed, that
the same arguments have been going on for 20 or 30 years and it’s
time to transcend them and fi nd common ground. This has infuriated
progressives who refused to support Obama all through the campaign.
In fact Paul Krugman, who writes for our op-ed page and is a real
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voice and icon of this movement, repeatedly attacked Obama from
the beginning of this race for using what he calls “Republican talking
points”. He said Obama got into real trouble when he admitted that
Ronald Regan had been a transformational president in a way that
Bill Clinton had not. This caused a huge outburst by Democrats on
blogs and online. It is an absolute treason to admit that Ronald Regan
had anything good going for him. Obama said something else that
irritated a lot of progressives; he had the gall to say that he thought
President Bush was not a bad person per se, although he disagreed
with everything the President did. This was far too positive for a lot of
folks that agree with Krugman.
Obama is actually the only Democratic leading official to have
directly challenged the blogs. He did this in 2005, when he got so
irritated by some of the blogger attacks on Democrats for the way
they voted on the Supreme Court nominations. Obama went home
and did something his staff say he should never have done; he got on
his personal computer and started banging out an argument that was
then posted on Daily Kos. It was called Tone, Truth and the Democratic
Party. At one point it said:
And I fi rmly believe that whenever we exaggerate or demonise, or
oversimplify or overstate our case, we lose. Whenever we dumb down the
political debate, we lose…I would argue that the most powerful voices
of change in the country, from Lincoln to King, have been those who
can speak with the utmost conviction about the great issues of the day
without ever belittling those who opposed them, and without denying
the limits of their own perspectives.

That’s a brilliant summation. And it’s easy to sympathise with
Obama here because there is a lot that’s inspiring about this new
brand of online politics; the way it engages thousands of people whose
voices have not previously been heard, the way it gives people a sense
that politics is bottom up and not top down.
But there are also some things that are not so inspiring about
it, and they are problematic. One is a point that I’m very adamant
about. I fear that we’re leaving the age of persuasion and entering
the age of confi rmation. What I mean is that with more conventional
media people used to pick up a story or see a report which they did
not always agree with. They might like the subject or they might not
like the subject; they might agree with the initial premise but they
would really throw in their weight against other things. They might
argue with an author, but they would actually process what they were
reading. Now, it seems, in this culture where if people read just two
paragraphs and they don’t confi rm for them what they believe about
the world they can fl ick it aside and change to a blog that they do
agree with. There are thousands out there. People don’t have to leave
their intellectual comfort zones. They don’t want to be challenged.
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The tragedy here is that there are columnists and commentators
in my business who have earned the sound of the applause and have
decided that it’s easier and more fulfi lling, even more profitable at
times, to tell people what they want to hear over and over again than
it is to try and challenge them and risk their wrath. They write the
same column and say the same thing over and over because it makes
people feel good. There’s a genre of books I’ve called “comfort books
for liberals” because it tells them why voters simply aren’t very smart.
I consider this an abdication of our responsibility. Our responsibility is
to challenge preconceptions, both our own and others. When we don’t
do that we fail. It doesn’t always make you popular, but if you want to
be popular you should drive an ice-cream truck or give away toys.
The other less than inspiring matter is a critical point of my book.
Virtually all of the conversation, some 90 per cent, is about how
we get power, how we frame things, what words you use, what the
polling says, how we’ll approach issues, stand up for convictions, and
so on. There’s almost no discussion about what you do with power
once you get it, about what direction you take the country in. There’s
no argument for the twenty fi rst century. Now this means different
things to different people, and people use different terminology. I’m
not suggesting the Democrats don’t know what they stand for because
I think the principles at the base of Democratic politics have been the
same since Franklin Roosevelt. They will probably be relevant for
another 100 years, those principles of opportunity and equality and
broad prosperity. And I don’t think it’s that Democrats don’t have
ideas, because there’s all kinds of policy ideas sitting on the shelves all
over Washington and we’ve heard them many times.
But you have to make sense of the moment for people. It’s not
enough to tell the people what’s wrong – we’re in a war we shouldn’t
be in, we don’t have health care, we’re losing jobs – people get that.
But they want to understand why. They want to understand what are
the forces in the world that bring this moment to them, how does it
makes sense? And then once you can make sense of it, how do you
propose to change or adapt government to meet the challenge? The
history of American politics is not the history of people identifying
new challenges and then trotting out the same old government to fi x
it. The great, rich tradition and the amazing thing about American
politics and history is people having the courage and the flexibility and
the imagination to change government in ways that make it relevant
again. That’s the beauty of the system. And there has been, right
to this point, no cogent argument about how government changes.
There’s been a lot of talk in the progressive movement about how you
put government back to how it was before the conservatives got there.
But I don’t think it’s persuasive to most Americans, and frankly not
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to me, that the government of 20 or 30 years ago is sufficient for the
problems that exist today.
America is facing deep and intractable problems. We have serious
global economic challenges – the decline of the engine of American
prosperity, manufacturing, international security challenges, not just
for our own safety but for our role in the world and the larger security
of the West. It’s in some ways more difficult than anything we’ve had
to face as a country, only because in any other point in our history
where we’ve had to face complex policy challenges we’ve done so as an
expanding economic power with an expanding middle class. At that
time, more and more things were possible because more and more
money could be spent. That’s not the case now. We used to control
internally the factors that would enable us fi nd a solution. We were
not vulnerable to what was happing in the rest of the world, neither
economically nor militarily. That’s not true any more. Now we’re
affected by everything that goes on in China and India and South
America and every oil producing country and so on.
The question is how do you move on from old dogmas, how do
you determine what’s next for American politics. Ideologies will
change. I’m optimistic that the arguments we’ve been having for
decades in American politics will change, and online technology has a
lot to do with it.
As a generation that grew up with the internet continues to get
more engaged in politics and more influential, the mindset they bring
with them is going to affect politics. There’s not necessarily a similar
ideology on the internet, but there is a sensibility. There’s a philosophy
that comes from living your life online. People online expect a range
of choices, customisation and flexibility. They don’t like to be told
how everything has to be, they like to make choices about their lives
and have some control over their outcomes. They expect institutions
to listen and be responsive; they expect flatter hierarchies; they expect
transparency; they want information, they don’t want secrecy; they
want everything to be done openly. And they believe in a sense of
community. When you’re online you might be in Omaha but you
might be talking to someone in Los Angeles or Atlanta or Orlando,
Florida. The geographical and regional boundaries are no longer as
important when you’re on a blog and you’re talking to people all over
the country.
If you can customise your mortgage or your car, or build your
computer online, why would you settle for a one-size-fits-all, inflexible
government programs of the industrial age? If you can live in New
York and be part of a community of like-minded people, that includes
people in Austin and Omaha or vice versa or you’re in the rural part
of the country and talking to people in the cities, how can you settle
for solutions that leave other people behind, or premises that rest on
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the fact that everybody else is trying to destroy you, or doesn’t respect
your values? The new generation is going to be open to new solutions.
In that respect, Obama may be right in saying we can transcend old
arguments of the past, that we can explore ways to change. But it’s
important to remember that the internet is a vehicle, it’s not an end
in itself, only a technology. The media we engage in are not ends in
themselves, they are means to an end. They are opportunities, and it’s
how you use those opportunities that is important.
Television made John Kennedy possible and Ronald Regan
possible, because they were fantastic communicators. But television
didn’t send a man to the moon, and didn’t make it necessary that that
would happen. Television didn’t necessarily mean that the Cold War
would end. Just as Franklin Roosevelt’s fi reside chants weren’t about
the technology of the radio, or some magical technology that rallied
the nation closely enough to fight World War II and overcome the
Great Depression. It was the depth of Roosevelt’s conviction and his
message and his hopefulness that came across to people that gathered
around that radio. It was a way to hear the argument, it was not the
argument, and no technology will stand in for the argument.
In the internet age we’re going to need the creativity and the
courage of leaders to realise the potential of that technology and we’re
going to need them to lead people online and not simply follow the
impulses of Americans that they’re supposed to be bringing towards
the future.

Photo – David Karonidis
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UNITED STATES
GOVERNMENT NON-PROLIFERATION
PRIORITIES AND ASIA
PATRICIA A. MCNERNEY
Thank you, Gerard Henderson, for that kind introduction. I am
honored to have the opportunity to speak to such a distinguished
gathering. The Sydney Institute has a well-deserved reputation for
addressing cutting edge topics and hosting important government
leaders, astute political observers, and other foreign dignitaries.
I am here today to discuss United States policy on the proliferation
of weapons of mass destruction, and implications for the AsiaPacific region. I would like to begin with an overview on US views
on the Asia-Pacific region, with special emphasis on the strategic
relationship with China. Then I will discuss the US perspective on
specific proliferation challenges affecting the region and the strategic
approaches that we have developed to counter them. In all of those
areas, close cooperation between the United States and Australia is
vital in both senses of the term: essential, and full of life and vigour.

The importance of the Asia-Pacific region
Asia continues to ride a wave of favourable political, economic and
social trends. In recent months there have been free and fair elections
in the vibrant democracies of Taiwan, South Korea, and elsewhere,
with orderly transitions of government and respect for the rule of
law. Asia is a place of tremendous opportunity, where economies
have increased both in productivity and technical sophistication.
The region now accounts for over half of the global volume of trade,
and economies across Asia continue to grow rapidly. The region
continues to make steps toward greater cooperation and integration,
with organisations such as APEC, ASEAN, and the ASEAN Regional
Forum increasing the level of interconnectivity.
The United States strongly supports the democratic, economic
and security progress that has been made in Asia. There are, of
course, setbacks and matters that deeply concern us. The repressive
regime in Burma, for example, comes to mind. Yet, taken as a whole,
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the overall trends must be seen as positive. A more prosperous,
democratic, and cohesive Asia is in everyone’s interest.
Ironically, these very successes have made the region an even
more enticing target for states and non-state actors dedicated to illicit
trade in WMD, their means of delivery, and related technologies.
The region’s geography alone, with its major trade routes stretching
from North Korea to the Mediterranean, endows it with particular
importance both to proliferators and to those who are determined
to counter them. Now, as Asian economies grow, an increasing
number of fi rms are able to manufacture or acquire essential dual
use components, and to support extensive transportation resources.
At the same time, proliferators are ever inventive in their efforts to
evade detection. As a result, we continue to identify new proliferators
reaching out to witting or unwitting Asian suppliers. Our challenge
is to stay ahead of them, and to be even more active and creative in
combating proliferation than they are in waging it.
Another challenge facing the region now and in the future will be
to guard against proliferation dangers arising from activities designed
to benefit the region’s people. Two areas are of particular importance
and concern in this regard: biological research and development;
and civil nuclear energy. More advanced biological laboratories and
expertise in the region could be a boon to public health in the face
of naturally-occurring disease or biological attack. Yet we must
ensure that those same facilities and scientists do not foster biological
weapons proliferation, through inadequate safety or security, or
deliberate misuse. Additionally, a number of countries in the region
are considering civil nuclear power. The United States is a strong
supporter of the responsible development of nuclear power to increase
the supply of electricity, promote economic growth and development,
and reduce reliance on fossil fuels, decreasing pollution and
greenhouse gasses. However, such development must be undertaken
with the highest standards of safety and security, safeguards to
prevent theft or diversion of nuclear materials, and incentives to guard
against the expansion of enrichment and reprocessing capabilities that
could support nuclear weapons programs.

China
Before turning to specific proliferation threats, I would like
discuss China and its influential role in the region. China’s rapid
emergence as an economic and political power is shaping the AsiaPacific region and the world. Consequently, China’s behaviour at
home and abroad is increasingly the focus of international attention.
As China’s influence expands, there will naturally be areas where our
national interests overlap. It is our desire that, through a policy of
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constructive engagement, those areas of overlap become opportunities
for cooperation with the Chinese, rather than points of confl ict.
There are challenges nonetheless. The United States, Australia
and others are increasingly concerned about China’s military
modernisation programs and unanswered questions about its longterm strategic objectives and projected force levels. This lack of
transparency is at variance with China’s place in the international
community. For example, China is the only P-5 state that is increasing
the size of its nuclear arsenal, yet it provides far less information about
its strategic forces than do France, Russia, the United Kingdom, or
the United States.
The lack of openness was most apparent in January 2007, when
China conducted a ground-based, direct-ascent, anti-satellite (ASAT)
test by intercepting one of its weather satellites. The United States, as
well as numerous other nations, expressed concerns about the test and
the resulting large cloud of debris, which will pose an increased risk
to both human spacefl ight and satellites for decades. We requested
an explanation of China’s actions and intentions, but we have yet
to receive satisfactory answers to a number of lingering questions.
China’s continued reluctance to adequately explain the motives behind
its direct-ascent ASAT program and other counter-space activities call
into question its professed commitment to the principle of the free and
peaceful use of outer space. Its behaviour has led many to suggest that
China is pursuing a multi-faceted program to develop counter-space
capabilities that could be used to deny others access to, or operations
through, outer space.
As this incident illustrates, one of our challenges is to avoid
miscalculation and misunderstanding in our strategic relations. It
also illustrates the need for us to work with China to build a common
understanding of the requirements of international security and
stability. Dialogue on nuclear policy and strategy is one of the most
important areas in which transparency and substantive exchange can
help mitigate confusion and prevent miscalculation.
The United States therefore is seeking greater insight into the
direction, scope and motivations of China’s strategic programs and
military modernisation through diplomatic exchanges and increased
dialogue with the Peoples Liberation Army including the Second
Artillery, responsible for China’s strategic nuclear forces. Through
increasingly frequent official and unofficial dialogues, we address
topics with Chinese nuclear strategists and military officials that were
off-limits only a short time ago.
I lead a regular non proliferation dialogue with Chinese officials.
Last month the US-China Security Dialogue, led on our side at the
Under Secretary of State level and bringing together both diplomatic
and military representatives, met for the fi rst time in four years. We
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also work closely with China, the host of the Six-Party Talks, to
achieve the verifiable denuclearisation of the Korean Peninsula and
P-5+1 efforts to persuade Iran to meet its international obligations by
ending its nuclear weapons efforts. Further, we engage continuously
with Beijing in order to end proliferation by Chinese entities; we have
made progress in that regard, but it is far from sufficient. We are
working with China to make it a central part of the solution to many
of the security challenges of the region. The United States, Australia,
Japan, other friends and allies – and China itself – have made much
progress to that end, but the task is far from complete.
Let me turn now to three pressing threats to regional and global
security – Iran, North Korea, and Syria.

Iran
Perhaps the most immediate threat to the international non
proliferation regime is posed by Iran. A nuclear-armed Iran would
threaten states in its region and beyond. To address this very real
danger, the international community has presented Iran with a stark
choice between two paths: one of confrontation and isolation; or
one of cooperation that leads to greater reward and prosperity. Key
elements of this strategy include:
• Multilateral pressure via escalating sanctions at the UNSC and
implemented through national legal authorities;
• Unilateral sanctions imposed by individual governments,
including designation of Iranian banks and other entities
involved in Iran’s proliferation-related activity and support for
terrorism;
• Support for the ongoing IAEA investigation of Iran’s nuclear
activities;
• The P5+1 incentives package and the promise of wide-ranging
economic and technical cooperation, including cooperation in
nuclear energy, as part of a negotiated settlement of international
concerns. Such negotiations can begin immediately following
Iran’s verified suspension of its enrichment-related and
reprocessing activities; and,
• Outreach to the Iranian people through exchange programs,
Farsi-language broadcasting, and support for civil society.
While our efforts have not yet persuaded Iran to suspend
enrichment and reprocessing, they have, at a minimum, limited
Iran’s access to sensitive technologies and goods, as well as to the
international fi nancial system. In time, we hope that the combination
of pressure and the inducements promised by the very real incentives
being offered to Iran will compel the regime to change course.
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North Korea
The threat posed by North Korea’s nuclear program has proven
uniquely challenging as a threat to Asian and global security, and
to the global non proliferation regime. We continue to seek the
verifiable denuclearisation of North Korea in the Six-Party Talks,
as agreed in the 19 September 2005 Joint Statement, and have met
with some success in moving toward this goal. On 13 February 2007,
the Six Parties agreed to an Initial Actions Agreement to implement
the commitments made in the 2005 Joint Statement. Under this
agreement, the DPRK shut down and sealed the Yongbyon nuclear
facility, with a view to its eventual abandonment. Since July 2007,
IAEA personnel have been on the ground in the DPRK monitoring
and verifying the shut down status of Yongbyon. And, in October
2007, the Six Parties agreed to a joint statement on Second-Phase
actions, where North Korea committed to disable all existing nuclear
facilities, beginning with the three core facilities at Yongbyon.
Additionally, North Korea agreed to provide a complete and correct
declaration of all its nuclear programs and reaffi rmed its commitment
not to transfer nuclear materials, technology, or know-how.
Currently, US personnel are at Yongbyon monitoring disablement
activities. To date, eight of eleven agreed disablement actions at the
three core facilities have been completed. In addition, the DPRK has
taken additional action at Yongbyon by collapsing the cooling tower.
North Korea has now begun to fulfi l its commitment to a complete
and correct declaration by submitting a declaration to China, the
Chair of the Six-Party Talks. In return, President Bush issued a
proclamation lifting provisions of the Trading With the Enemy Act with
respect to North Korea, and notified the United States Congress of his
intent to rescind North Korea’s designation as a state sponsor of terror
within 45 days.
As part of its declaration package, North Korea has acknowledged
our concerns about the DPRK’s uranium enrichment and nuclear
proliferation activities, specifically with regard to Syria. North Korea’s
declaration, including its claims about uranium enrichment and
proliferation activities, must now be subjected to a comprehensive
and rigorous verification process aimed at resolving any discrepancies
and verifying the accuracy and completeness of the declaration.
Additionally, an accounting of its weapons for eventual abandonment
must occur in the next phase.
The United States has repeatedly noted that with denuclearisation
of the Korean Peninsula, many things are possible. The abandonment
of North Korea’s nuclear programs and weapons would open the
way for eventual normalisation of U.S.-North Korea relations, and
a permanent peace regime on the Korean Peninsula. This process,
however, cannot move forward without the full implementation of the
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Joint Statement, leading to the verifiable denuclearisation and North
Korea’s return to the NPT and IAEA Safeguards as a non-nuclear
weapons state. In addition, UN Security Council Resolution 1718 will
remain in effect until such time as those obligations have been met
ensuring North Korea’s access to the international community will be
restored only upon its nuclear weapons abandonment.

Syria
I cannot talk about the threats posed by North Korean
proliferation without mentioning the North Korea-Syria relationship.
The United States has long had concerns about North Korean
proliferation activities, and in particular their clandestine nuclear
cooperation with Syria. Based on strong evidence, the United States
believes North Korea assisted with the construction of a reactor at
Al-Kibar in Syria. The reactor, which was damaged beyond repair on
6 September of last year, appeared intended to produce plutonium for
nuclear weapons.
We strongly support the IAEA’s investigation into this cooperation.
We certainly do not believe that this one inspection closes the book on
Syria’s clandestine nuclear cooperation. It will take time and we urge
Syria to admit to the IAEA all of its nuclear activities.
In addition to supporting the IAEA’s ongoing investigation
of Syria’s activities, we have sought to address North Korea’s
proliferation activity through the Six Party framework. We have
made our concerns known to North Korea and it has acknowledged
our concerns. The North has stated that there is no ongoing nuclear
cooperation with any foreign country, and that there will be no such
cooperation in the future. As we begin a verification process for North
Korea’s nuclear declaration, we will seek to verify that this cooperation
has ceased. We will continue to be on the alert for signs of possible
renewed cooperation.

Call to action
Australia has long been an indispensable partner in meeting these
and other current and future proliferation challenges. More than
most, it recognises the requirement to take a leading role to counter
proliferation in Asia, and also the reality that proliferation knows no
boundaries, that threats in one region are threats to us all.

Traditional regimes
As the threat posed by proliferators and terrorists has increased,
so too has the ability of the international non proliferation regimes
that deal with them. More countries are members of non proliferation
and export control regimes than at any point in history, and Australia
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has an impressive track record on leadership and support in this area.
For example, in 1985 Australia proposed a meeting of countries with
the aim of harmonising national licensing measures and enhancing
cooperation related to chemical weapons and has subsequently
served as the only chair of what is now known as the Australia Group
Chemical and Biological Regime.
Over the past several years, the multilateral non proliferation
regimes have found better and smarter ways to make it more difficult,
costly and time consuming for proliferators to acquire the expertise
and materials needed to advance their programs. Their efforts have
caused delays, forced proliferators to use elaborate procurement
networks, and compelled them to use older, less reliable technology
than otherwise would be the case. This in turn has given us time to
develop and enhance our collective abilities to develop additional tools
to address proliferation challenges. Indeed, the regimes remain as
relevant today as they ever have been and will require our continued
efforts to strengthen and adapt them.
The United Nations Security Council Resolutions against Iran’s
and North Korea’s nuclear and missile programs – and Resolution
1540, that called for criminalising proliferation with a special focus on
non state actors – in some ways represent both traditional and novel
international responses to proliferation. Security Council actions
against threats to peace and security have been available instruments
for over 60 years. But the Council had never identified WMD
proliferation in general as such a threat until it passed Resolution
1540, at President Bush’s initiative, in 2004. Subsequently, the several
resolutions on Iran’s and North Korea’s nuclear and missile programs
have called for unprecedentedly strong global action to deny trade
and fi nancial support to those efforts. Australia and the United States
acted quickly to implement those resolutions. We welcome Australia’s
further unilateral actions to impede fi nancial and transportation
support to North Korean proliferation, and look forward to Australia
joining the United States and other countries in taking additional
national action against Iranian fi nancial institutions.
We welcome Australia’s forthcoming chairmanship of the Missile
Technology Control Regime (MTCR), and hosting of the MTCR
Plenary in November. We look forward to working closely with your
government to advance the Regime’s goals and activities. As members
of the IAEA Board of Governors, the United States and Australia also
work closely together to encourage fi rm positions against the nuclear
programs of Iran, Syria and North Korea, and to strengthen the
Agency’s ability to uncover illicit nuclear activities.
We are now working actively to prepare for the Nuclear Non
Proliferation Treaty Review Conference in 2010. We know, of
course, that your Prime Minister recently announced the creation
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of an International Commission on Nuclear Non Proliferation and
Disarmament in that context. The Prime Minister has indicated
that the Commission will also consider the issue of disarmament.
The United States hopes that the Commission, as well as the Review
Conference, will focus above all on the very real threats to the nuclear
non proliferation regime presented by irresponsible states pursuing
nuclear weapons programs and the proliferators who support them.
The United States is proud of our record in dramatically reducing
our nuclear weapons, delivery systems and fissile material for
weapons. Under current plans, we will have dismantled three of every
four warheads that existed in 1991, and our weapons stockpile will be
at its lowest level in 50 years, lower than when the NPT was signed
forty years ago in 1968. We have also removed more than 20,000
weapons worth of plutonium and highly-enriched uranium from
our military stockpile. We have fewer than half the nuclear delivery
vehicles now that we had in 1991. Russia, France and the UK have
also substantially reduced their nuclear forces. China is the exception
among the five nuclear weapons states parties to the NPT. Therefore,
it is not that we wish to avoid an NPT debate focused on the five
nuclear weapons states because our arms reduction record is wanting.
Instead, we wish – the international community needs – to avoid a
debate that detracts attention from, and impedes consensus on, action
to confront the very real challenges to non proliferation.
Over the past few years, the United States, Australia and other
partners have also developed new forms of action against proliferation
threats. Not because we oppose or lack faith in traditional instruments
like the IAEA, MTCR and the Australia Group, but because
additional, flexible action is needed against continuously changing
proliferation dangers.

Proliferation Security Initiative
A landmark in that effort was the creation five years ago of the
Proliferation Security Initiative (PSI). Australia was one of the 11
original participating states and has been one of the most active
partners. In five years, the PSI has expanded to over 90 countries, and
has conducted 35 exercises – including two hosted by Australia -- to
improve interdiction readiness around the world. We also appreciate
the PSI outreach activities that Australia has conducted in Asia.
PSI partner states have quietly cooperated to stop shipments of
equipment, material and technology for WMD or delivery systems
from going to end users of proliferation concern. Interdiction
actions are taken in support of the PSI consistent with national
legal authorities and relevant international law and frameworks.
They are usually not publicised. A major exception was the October
2003 interdiction of the BBC China, carrying AQ Khan-supplied
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centrifuge components destined for Libya. That cooperation,
involving the United States, United Kingdom, Germany and Italy, was
an important factor leading to Libya’s abandonment of its weapons
of mass destruction and longer-range missile programs and to the
dismantling of the AQ Khan proliferation network.
Last month, the United States hosted a PSI Fifth Anniversary
Senior-Level Meeting and Outreach Workshop in Washington.
Representatives of over 100 countries participated, either as PSI
partners or as observers. We are confident that the PSI effort will
continue to grow and to strengthen states’ abilities to coordinate their
work to stop WMD proliferation-related trafficking.

Global Initiative to Combat Nuclear Terrorism
Australia is also an important partner in the Global Initiative
to Combat Nuclear Terrorism, launched by Presidents Bush and
Putin in July 2006. Just two years later, the Initiative has grown to
over 70 partner nations, with both the IAEA and EU as observers.
Participating states are committed to countering nuclear terrorism
by building partner-nation capacity across the elements of physical
protection, detection, search and confiscation, denial of safe haven,
law enforcement, response, and investigation.
Two weeks ago, Global Initiative partners held their fourth plenary
meeting in Madrid. Over fi fty countries participated. In Madrid,
participating nations agreed on the importance of synchronising
multiple elements of our work to counter nuclear terrorism including
protection, detection, law enforcement, material search and
confiscation, response, and investigation capabilities. Further, they
committed to integrating more closely the counterproliferation and
counterterrorism communities; just as the threats have much in
common and considerable overlap, so too must our responses to them.

G-8 Global Partnership
At their Kananaskis Summit in 2002, G-8 Leaders established
the Global Partnership Against the Spread of Weapons and Materials
of Mass Destruction, pledging $20 billion over 10 years – half from
the United States – to reduce, and prevent the proliferation of former
Soviet WMD, related materials and delivery systems. While that work
is not yet fi nished, the Global Partnership must now expand to address
global WMD threats. By doing so, the Global Partnership will provide
concrete resources toward our shared objective to fight terrorism and
proliferation around the world, including our commitments under the
Global Initiative to Combat Nuclear Terrorism and Security Council
Resolution 1540. We hope that the G-8 Leaders will explicitly expand
the Partnership at the upcoming Summit.
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Australia is an active partner in the Global Partnership. We hope
that you will significantly increase your efforts, especially in the AsiaPacific region, as the Global Partnership shifts to a worldwide focus.

Export Control Outreach Cooperation
We greatly appreciate our strong partnership with Australia
in export control outreach efforts in the Asia Pacific and beyond.
With Japan, Australia has played a leadership role in promoting non
proliferation awareness and helping neighbours in the region develop
effective export control systems. Australia has been a vital presence
in multilateral export control efforts and forums around the world,
including U.S.-led export control and trans shipment conferences.
We will continue to count on Australian leadership in export control
outreach efforts.

Conclusion
The United States government understands the difficulties
involved in all the proliferation challenges and responses I have just
outlined, and are prepared to provide support and technical assistance.
We have been working with many countries in the Asia-Pacific
region to share information on current threats, provide assistance to
countries to help them meet their UNSCR 1540 obligations, and to
promote responsible development of nuclear energy and biological
research and development.
Through strong domestic action and the support of international
partners, countries in the Asia-Pacific have started on the long but
important path to a region free from WMD threats. We all aspire to:
• An Asia-Pacific without the very real threats posed by the
nuclear programs of Iran and North Korea.
• An Asia-Pacific where information on individuals, companies,
and organisations involved in proliferating WMD is collected
and shared quickly, and the abuse of our commercial and
fi nancial systems is prevented.
• An Asia-Pacific where every country is strong and resistant to
the illicit trafficking of WMD materials and technologies, and
has the legal and regulatory structures in place to identify and
prosecute proliferators.
The United States is dedicated to making that vision an eventual
reality and we know that Australia is as well. Secretary of Defense
Robert Gates, speaking at the Shangri-La Dialogue in Singapore
in late May, outlined the United States’ enduring engagement with
countries in Asia and stressed that “any future U.S. administration’s
Asia security policy is going to be grounded in the fact that the United
States remains a nation with strong and enduring interests in this

THE SYDNEY PAPERS WINTER 2008

113

region – interests that will endure no matter which political party
occupies the White House next”.
The United States is indeed a Pacific nation, and preventing the
misuse of the region’s industrial capabilities and abuse of its trade,
communication, and fi nancial networks is clearly of great importance
to American, as well as regional, security. The proliferation and
potential use of weapons of mass destruction is a global threat than
endangers all regions and countries. And, perhaps more than any
other policy challenge, the recognition of this threat transcends US
political party lines.
I wish to be very clear here: the United States will continue to
confront proliferators that threaten the international community. And
we will continue to work with Australia and other partners in Asia to
build up regional – and global – capabilities to respond to immediate
challenges, and detect, defend against, and deter future threats.

POLITICS IN THE BLOOD – THE ANTHONYS OF RICHMOND
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Writer and author Paul Davey is a former journalist who
reported for ABC Radio and current affairs in the Canberra
Press Gallery in the mid-1970s. He later held several positions
with the National Party of Australia. He is also the author of
The Nationals: Progressive, Country and National Party in New
South Wales 1919-2006 and, most recently, Politics in the Blood:
The Anthonys of Richmond. Addressing The Sydney Institute
on Tuesday 8 July 2008, Paul Davey discussed the writing of
his new book, based on interviews, personal fi les, letters and
diaries – a colourful and diverse story spanning the lives and
political careers of an extraordinary Australian family.
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POLITICS IN THE
BLOOD – THE ANTHONYS
OF RICHMOND
PAUL DAVEY
Gerard Henderson, ladies and gentlemen. Thank you for the
invitation to be with you this evening – and thank you to the Institute
for seeing this book as worthy of the attention of one of your forums.
Quite early in 2003 I received a phone call from the former leader
of the New South Wales National Party, George Souris, asking if I’d
be interested in writing a book on the history of the party in this State
for the Sesquicentenary of Responsible Government, which was to be
celebrated in 2006. I had no hesitation in telling George the answer
was “no”. I was basically a journo, four or five pars to a story, strictly
single page press releases, speeches never longer than ten minutes.
The idea of writing a book of many thousands of words absolutely
horrified me. Then my wife got into the act. She didn’t encourage me
to do it. She ordered me to – and I’ve found the secret of success in 40
years of marriage is to never fight such directives.
Understandably, in researching that book I needed to talk to Doug
Anthony. I had visited his farm, Sunnymeadows at Murwillumbah, a
couple of times in early 2005. He’d just inherited from a local doctor
who was returning to the UK a hugely overweight golden retriever dog
called Malmesbury, and was trying to make it a more svelte animal
by taking it on daily walks round the farm and along the Tweed
River. Doug, unfortunately for me, is one of those people who loves
early mornings. He’d wake me around 6.30 and off we’d go with
Malmesbury dutifully plodding and panting along behind. I gained a
lot of insight into the Anthony family on those walks, and it became
clear that Doug was quite interested in having the story told.
The Anthonys are the only family to have had three successive
generations elected to the House of Representatives, all for the same
seat – Richmond, on the far north coast – and all attaining ministerial
office. The Australian Federation was only 36 years old when Doug’s
father, Hubert Anthony, was elected in 1937. In the following 71 years
to 2008, an Anthony sat in the House of Representatives for nearly
55 years. That’s quite a bit of history. So, having virtually fi nished
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the manuscript on the NSW National Party, I was back in the saddle
with the Anthony project. I should explain that I refer to the senior
Anthony as Hubert to avoid confusion with the Larry Anthony we
know today, even though Hubert’s middle name was Lawrence, and
he was widely known as Larry during his Canberra days.
There was an enormous amount of material stored in boxes in an
upstairs section of the barn at Sunnymeadows. Much of it was fading,
photos turning sepia-colour and curling up in the summer heat from
the tin roof. Cockroaches and silver fish all over the place, and on one
occasion, even a carpet snake! But it was fascinating stuff – newspaper
clippings, scrap books, speakers’ notes from elections long gone,
personal letters, diaries, records of overseas trips, Hansard extracts,
and even Hubert Anthony’s speech for his successful pre-selection bid
in 1937. Doug had already compiled and self-published a collection
of diaries and letters that Hubert had sent home to his mother from
Gallipoli in 1915 – and that in itself was a further significant resource
document for the broader story.
Hubert was born at Warren, NSW, and went to the local public
school until he was 14. That was the sum total of his formal
education. He joined the Post Office as a messenger boy, rising to
Postal Assistant by the outbreak of the war. He enlisted in October
1914, stating his age as 20, when in fact he was only 17. He was
attached to the 2nd Light Horse Brigade as a signaller and witnessed
the Gallipoli landing from a transport ship anchored off-shore. He
was on Gallipoli when new assaults were made on strategic points,
including Lone Pine and the Nek, on 6 August 1915. Five days later
he was sick with tonsillitis, trench fever and shell shock. The trench
fever developed into nephritis, an inflammation of the kidneys that
was to have an impact on his health for the rest of his life. By the
end of August he’d been evacuated to London, where he underwent
surgery before being repatriated to Australia in June 1916 and
discharged from the military, medically unfit, in October. He made
two subsequent, unsuccessful attempts to re-enlist.
At the war’s end he was granted a 14-acre soldier settler’s block on
the far north coast, married a lass from Ballina, Jessie Stirling, and,
by the mid-1930s had expanded his enterprises to the point where he
was recognised as the largest banana grower in Australia. He was a
prominent and respected local community and industry leader, so it’s
perhaps not surprising that he was earmarked to run for politics. As
a lad before the war, before the Country Party even existed federally
or in New South Wales, he gave clear indications of being a Labor
supporter. The evolution of fi rst the Progressive and then Country
Party in New South Wales, sponsored by the farm organisations with
which he was closely associated, changed his political thinking.
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Nonetheless, he was a reluctant starter for the 1937 election. He
was running against two other Country Party candidates, including
the sitting Member, Roland Green, and one Labor candidate. Multiple
endorsements in the Country Party at this time were not uncommon,
as the Party believed it was the right of the electorate, rather than the
organisation, to make the fi nal choice on representation. Anthony won
convincingly and went on to carve an impressive political career over
the next 20 years, despite suffering increasing bouts of ill health.
As Postmaster-General from 1949 – a far cry from being a humble
Post Office messenger boy – he was the minister in charge of bringing
television to Australia – albeit at something of a snail’s pace, because
Robert Menzies was in no hurry to have television imposing on
politics and election campaigns. But its fi nal introduction in time for
the 1956 Melbourne Olympic Games was an event that had enormous
impact on the country’s social development. He was also the Minister
for Civil Aviation from 1951-54, heavily involved in the program to
re-equip the international fleet of Qantas as it expanded its overseas
air routes. He supported Hudson Fysh, one of the airline’s founders
and later its chairman, in his preference for the American Lockheed
Constellation airliner over the British Comet jet – which is just as well,
as the Comet proved to be something of a disaster and there’s little
doubt that Qantas today would not be able to boast such an enviable
safety record had it acquired the Comet.
I spent many hours talking with Doug and Margot Anthony,
with Larry and his wife, Jenny, rummaging through the photos and
papers in the barn, talking to many other people associated with
the Anthonys, digging through Hansard and records in libraries,
government departments, party secretariats, archives and elsewhere. I
was astounded at Doug and Margot’s frankness, to the point where I
found it somewhat invasive on my part at times to be discussing with a
former Deputy Prime Minister details about his personal and private
life, going all the way back to his childhood and even the death of
his mother when she was only 41 and he just 11 years old. Doug and
Margot didn’t mind at all, although Doug did look a bit apprehensive
when I found some letters he’d written home while a student at Gatton
Agricultural College in 1948. They were happy to talk about any and
everything, even some of the more controversial issues – such as
Hubert Anthony facing court for not paying his farm workers’ holiday
pay; about him possibly having Chinese ancestry; about Gough
Whitlam’s allegations that Doug had links with the American CIA;
the furore that blew up from time to time over the low interest loan
he received to buy a home in Canberra; and Bill Hayden’s subsequent
and disproved claim of Anthony’s involvement in a cover-up over drug
deals and organised crime by the failed Nugan Hand Bank.

118

POLITICS IN THE BLOOD – THE ANTHONYS OF RICHMOND

Behind Doug Anthony’s easy going and affable manner is a
mischievous sense of humour and a determined stubbornness. The
combination of these attributes were behind his memorable squatting
in the office of the Deputy Leader of the Opposition after Whitlam’s
election in 1972, much to the chagrin of Phil Lynch, the designated
Deputy Leader of the Opposition; of his dogged fights with the British
and Europe’s Common Agricultural Policy after Britain joined the
Common Market in 1973, and his determination to develop new
markets for Australian produce; of the jokes he constantly played on
his staff and security detail; and of possibly the most lasting image of
him – running the country as Acting Prime Minister from a rented
caravan on his beach block at New Brighton, near Murwillumbah,
during the Christmas/ New Year holiday periods of Malcolm Fraser’s
Government.
Doug was also a reluctant starter in politics. Being recently
married, with Margot expecting their fi rst child and working on the
newly acquired Sunnymeadows property, politics wasn’t his interest.
But he was persuaded to seek preselection for the by-election that
followed his father’s death in 1957. Four Country Party candidates
were endorsed on that occasion, including Anthony; there was also a
Labor candidate and an Independent. Doug swept the field, much to
Margot’s horror. In her own words:
Once he was preselected, I still thought it was okay because he wouldn’t
win the by-election. Then on election night, my heart was just sinking
– he was romping ahead! I didn’t want to share him with the rest of the
world.

She wasn’t against him going into politics, but would have been
happier had he done so at the age of 40, rather than 27. She went on
to provide wonderful support to Doug’s career and indeed was a great
ambassador for Australia, giving piano recitals for foreign ministers
and dignitaries and steadfastly “standing by her man”. I should say
that Hubert Anthony’s wives, Jessie Stirling and, after her death,
Lyndall Thornton, were equally as supportive of him, as was Jenny
Anthony with Larry’s career.
Doug didn’t enjoy his fi rst years in parliament. He was bored with
parliamentary procedure and seriously considered resigning – to the
point where he looked at land in the Ord and Margaret River regions
of Western Australia. One lovely story that illustrates that boredom
was when he and fellow Country Party mates, Peter Nixon, John
England and Mac Holten, were kicking a football around King’s Hall
in Old Parliament House late one evening in 1962 while the attendants
were elsewhere. In Doug’s words –
The ball smashed into a painting of a President of the Senate or
someone, which was hanging on one of the central columns. Bang! There
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was a huge noise, it echoed all through King’s Hall. We quickly swept up
the broken glass and picked all the bits out of the frame and straightened
the painting. It stayed like that for years before anyone noticed there was
no glass in the frame!

All that changed when he was made Minister for the Interior in
1964. From that point on he said he loved his political career. His
fi rst taste of ministerial controversy came immediately when he had
to decide whether or not to fluoridate Canberra’s water supply. Jim
Killen called it enforced medication, but Anthony persisted and
remains convinced the decision to fluoridate was right.
Much of what’s in this book has never previously been
documented, least of all from the National Party perspective. Doug
Anthony was John McEwen’s deputy when Harold Holt disappeared
in December 1967. He was deeply involved in McEwen’s refusal to
work with Bill McMahon and in developing strategies that ultimately
led to Holt being replaced as Prime Minister by John Gorton. It is
also interesting to learn more of the Country Party’s perspective on
the Whitlam years and the dismissal. Anthony and his party were
so outraged at what they regarded as the Whitlam Government’s
dismissive treatment of primary industries and its mismanagement of
the economy that they had no compunction at all in driving the push
to withhold Supply in 1974 and again in 1975.
Anthony was a key architect of the famous Gair affair, which
thwarted Whitlam’s plans to have six senators elected from
Queensland, instead of five – a vital piece of strategy in the fi nely
balanced Senate. As the Supply crisis of 1975 neared its crescendo,
Anthony went to see Robert Menzies, whom he admired greatly, and
who was then living in retirement in Melbourne. Again, in Doug’s
words:
We had quite a long chat. Menzies was totally up with what was
happening and he didn’t like it at all. He was against our tactics and
thought we were going to get done over. I said to him “What do you
expect us to do as an Opposition – just sit back and let this man wreck
the country?” I explained our position, our rationale for it, and said,
“We’ll win.” As I was leaving he said, “Douglas, you’ve made my day.”

It’s interesting to examine the contrasts at the contemporary
end of this political dynasty. When Larry Anthony was elected to
parliament in March 1996, the Richmond electorate had shrunk
geographically to a little over 2000 square kilometers, predominantly
coastal. Twenty years earlier, in 1977, it covered nearly 14,000 square
kilometers, stretched inland almost to Tenterfield and included centres
such as Kyogle, Casino and Lismore. The social and demographic
changes of Richmond have been dramatic, with rich agricultural
industries giving way in prominence to the political priorities of
retirees, alternative lifestylers, tourism and welfare. It provides a
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classic example of the changing community expectations on modern
day governments, politicians and political parties, and it partly
explains why Larry Anthony’s ministerial responsibilities were in the
portfolios of Community Services and Children and Youth Affairs
– he was the nation’s fi rst and, thus far, only Minister for Children.
Doug Anthony recognised the trend of change on the horizon
back in the early 1970s and began driving reform of the Country
Party, to broaden its policy base, change its name, and attract wider
electoral support. He embarked on that campaign in 1973, but it took
until 1984, more than a decade, before all State and Federal parties
had adopted the uniform National Party name. That was just a name
change within one established party. Perhaps it portends what a
protracted business an amalgamation of two separate parties could be.
Even though Doug Anthony is now an open amalgamationist – a
point on which he and I agree to disagree – his work in the 1970s and
1980s probably did more than that of anyone else to ensure the party’s
continued existence as an influential participant in contemporary
national politics. So, Hubert could concentrate on building post
offices and automatic telephone exchanges, especially in country
areas, on television and major changes to Australia’s international
passenger airline links, while Doug Anthony could focus on expanding
Australia’s trade interests, to the Middle East, the Soviet Union and
eastern Europe, and including Closer Economic Relations with New
Zealand. But Larry Anthony had to grapple with complex social issues
– supporting the Howard Government’s policy of mutual obligation,
which cracked down on welfare cheats, while at the same time trying
to put a more human face to it; supporting the GST, while fighting
for changes to ease its impact on long-term caravan park residents,
of which there were many in Richmond; and developing a National
Agenda for Early Childhood.
He was a minister in the modern age of technology. Hubert
Anthony’s election campaigns were “on the stump”, face to face
public meetings, travelling the electorate in unreliable motor vehicles
over predominantly dirt roads. Even Doug Anthony’s campaigns,
which crisscrossed the nation and were affectionately known by the
accompanying press corps as the “wombat trail”, were undertaken
before the era of mobile phones, let alone the Internet. Larry, on
the other hand, faced the full force of modern technology and
communication. What that meant above all else was that he was
effectively working – and in the Richmond electorate context,
campaigning – 24 hours a day, seven days a week, 365 days a year.
Mobile phones truly are relentless beasts. He well knew that with
each election, his chances of being defeated increased. This was
particularly so after the 2000 redistribution which took Ballina, a
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reasonably strong pocket of support for the National Party, out of
Richmond and into the neighbouring seat of Page.
Nonetheless, against even his own expectations, he won in 2001,
prompting Lismore’s Northern Star newspaper to comment that he was
celebrating “a triumphant return in an election which mathematics
said he couldn’t win”. He was knocked over for a number of reasons
in 2004 by just 301 votes on a two-party preferred basis, having
topped the primary poll with nearly 46 per cent. The ongoing Iraq
war was a highly negative issue for him. So too was John Howard’s
announcement in the last week of the campaign of a policy package
to save timber jobs in Tasmania. There were eight candidates for
Richmond at the time, including an unheard of lady from Neutral Bay
running for an equally unheard of party called Liberals for Forests.
On polling day, National Party booth workers discovered the Liberals
for Forests how-to-vote cards were identical in colour and design
to those of the Liberal Party, and were being handed out by tourist
backpackers who were paid $120 each for the day.
Urgent protests to the Australian Electoral Commission failed to
have the cards banned from distribution, on the grounds that as there
was no Liberal candidate in Richmond, they were not confusing or
misleading. The majority report into the conduct of that election by
the Joint Standing Committee on Electoral Matters, tabled in October
2005, found differently. It noted that only 151 voters needed to be
mislead by the Liberals for Forests’ how-to-vote card to affect the
result, and concluded that, on the balance of probabilities, this caused
Anthony’s defeat. Politics is a rough game and Larry certainly copped
the rough end of the pineapple on that occasion. What I thought was
surprising was that the National Party did not take the matter to the
Court of Disputed Returns – after all, Larry had been a sitting front
bench member. John Anderson, who was leader at the time, said such
a course was considered, but on available advice it would have been
unlikely to succeed. We’ll never know.
Perhaps my favourite story about the making of this book is one
that has nothing directly to do with it, but which again illustrates
Doug Anthony’s sense of humour and his keen eye to take advantage
of a situation. At the end of one visit to Sunnymeadows, on the day I
was to fly back to Sydney, he woke me at about 6.30am and suggested
I might like to go down to the yards to see his cattle. Which was
fi ne; I breed a small herd of Devons and I’m always interested in
seeing other stock. Off we went, with Malmesbury in tow. There were
perhaps 80 head in the yards and Doug and his farm manager, Barney
Watts – who incidentally started working with the Anthony family in
1955 and is still there to this day – were going to change the ear tags
on these cattle. It didn’t take much to see the job would be a lot easier
with three people, rather than two – and, sure enough, Doug got
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me to work a couple of gates in the race. That was all well and good,
except I didn’t have any work clothes or boots with me and so had a
decidedly “manurey” smell about me on the flight back to Sydney – so
much so that no-one would sit next to me!
Doug and I agreed to embark on this project in September 2005
– so it’s been quite a long road, but one which I feel was well worth
travelling. I thank the UNSW Press for having the confidence to bring
the project to publication in such a well designed and professional
manner, and I hope those who read the book will fi nd it as interesting
and enjoyable as I did in researching and writing it.
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Hilary Charlesworth is a Professor of International Law and
Human Rights at the ANU, and Director of the Centre for
International Governance and Justice. She has worked with
various non-governmental human rights organisations on
ways to implement international human rights standards and
was chair of the ACT government’s inquiry into an ACT
bill of rights, which culminated in the adoption of the ACT
Human Rights Act 2004. Following an earlier address by
NSW Attorney General John Hatzistergos MLC, in which
he argued against a Bill of Rights, Professor Charlesworth
presented the alternative case to The Sydney Institute on
Monday 21 July 2008.
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DEMOCRATIC
OBJECTIONS TO BILLS OF RIGHTS
HILARY CHARLESWORTH
I’m delighted to be here at the Sydney Institute and thank Gerard
Henderson for his gracious invitation. The Sydney Institute has been
an influential participant in the Australian debate about bills of rights.
The Executive Director has written on the topic and the Institute
has hosted a number of prominent speakers on bills of rights, most
recently NSW Attorney-General John Hatzistergos.
The issue of a bill of rights has come on to the national agenda
with the commitment of the Rudd Government to engage in a
community consultation on whether or not there should be an
Australian bill or charter of rights. I should make it clear that I’m
using the term “bill of rights” here to mean a statutory bill of rights
(along the lines of the UK Human Rights Act 1998, or the ACT
Human Rights Act 2004 or the Victorian Charter of Human Rights and
Responsibilities 2006) rather than a constitutional one.
It’s fair to say that the Institute has been associated with the
negative case for any type of bills of rights and so I welcome this
opportunity to present a different perspective.
The arguments against bills of rights fall into three major
categories:
• Our system “aint broke” (we have a gold plated democracy)
• It will cause a “lawyers’ picnic” (lawyers will exploit a bill of
rights to their own advantage)
• It is inimical to Australian democracy.
I want to focus on the third argument because it is the most
durable and important. In a nutshell, the objection is that bills of
rights are antithetical both to Australian democracy and to the
proper judicial role because they limit legislative power and effectively
transfer power from an elected legislature to an unelected judiciary.
This transfer is of course most obvious in the case of a
constitutional bill of rights, where legislation can be struck down
if interpreted to be inconsistent with protected rights, but it is also
increasingly feared in the case of legislative bills of rights, such as in
the United Kingdom, the ACT and Victoria.
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The idea is that parliamentary sovereignty and the tradition
of responsible government in Australia – the convention that the
executive branch of government is kept in check by being answerable
to the elected legislature – are adequate to protect individual rights.
This argument has been made by both eminent judges and politicians
over the last 60 years, from Sir Owen Dixon and Sir Harry Gibbs to
Robert Menzies, John Howard and John Hatzistergos. Bob Carr nicely
summarised this view in 2001:
Parliaments are elected to make laws. In doing so, they make judgments
about how the rights and interests of the public should be balanced.
Views will differ in any given case about whether the judgment is correct.
However, if the decision is unacceptable, the community can make
its views known at regular elections. This is our political tradition. A
bill of rights would pose a fundamental shift in that tradition, with the
parliament abdicating its important policy-making functions to the
judiciary ... A bill of rights is an admission of the failure of parliaments,
governments and the people to behave in a reasonable, responsible and
respectful manner. I do not believe we have failed.1

The idea that parliaments are the proper forums for the protection
of rights and that, if judges were let loose with rights, they might get
carried away and impose their own political, moral and ethical views
on the interpretation of the law, thus undermining the democratic
process, has powerful rhetorical appeal. The criticism typically
emphasises the fact that judges are unelected, implying that the
process of standing for election provides proper accountability for
action. Against this popular critique, my claim is that a bill of rights is
not only no threat to Australian democracy, but it can in fact enhance
democratic governance in Australia.
To support this argument, I want to avoid the broad
generalisations – and sometimes wild exaggerations – that often
characterise the debate in Australia and instead draw on the actual
evidence we now have about the operation of bills of rights in the
UK, the ACT and Victoria. Let me point to three reasons why the
democratic objection to bills of rights does not fit with the evidence.

a. Legislative human rights record
First, we need to consider how well elected governments, like
our own, do in fact protect human rights and whether, as Bob Carr
implies, governments that breach human rights will suffer in elections.
In practice the human rights dimensions of political issues are not
regularly discussed in Australian parliaments and the major political
parties are regularly in agreement on the groups whose freedoms need
to be restricted. Parliamentary dialogue about human rights is limited
and impoverished. Political debate is governed by party allegiance
and attempts by individual politicians to pursue human rights issues
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are typically muzzled. So, Bob Carr and John Howard’s claim that
“robust parliamentary debate” operates to protect rights2 has little
empirical basis in Australian history.
The passage of the 2005 Commonwealth terrorism legislation is
an example of major policy measures with implications for human
rights being devised in secret by the executive and pushed through
the legislature without serious debate. Another is the laws, supported
by both Labor and the Coalition, which provided for mandatory
detention of asylum seekers, including children. There is little in
the Constitution that restrains Commonwealth legislative power to
breach human rights, a point acknowledged explicitly by members
of the High Court in some recent decisions.3 Because of this, it
is possible for our elected representatives to breach human rights
without effective scrutiny of any type, by the judiciary, the media or
the community. Minorities are most at risk of human rights breaches
and, for this reason, legislatures are unlikely to be held accountable
for human rights violations at the ballot box. My argument is not
that parliaments are inherently “less suited than courts to making
human rights decisions,”4 but rather that, at least in Australia, they are
currently less likely to do so.
A bill of rights provides a framework of principles that brings
human rights issues onto the political agenda in a systematic way and
makes these principles part of the political calculus. The UK, ACT
and Victorian bills of rights all allow parliaments to override human
rights guarantees when they consider it necessary to do so, but these
bills of rights mean that the overriding must be explicit and subject to
public scrutiny. In this sense, a bill of rights is not “an admission of
the failure of parliaments, governments and the people to behave in a
reasonable, responsible and respectful manner” (as Bob Carr insists)
but rather a mechanism to encourage and support parliaments and
governments in doing this.
It is easy to point to countries with much worse records on human
rights than Australia and use this to argue that the protection of
human rights in Australia needs no improvement. But in my view
these are not useful comparators – we may well be much better off in
human rights terms than the Zimbabweans or Burmese, but we should
be aiming much higher. My point is that Australian legislatures and
the people who elect them would only benefit from being required to
think through the human rights consequences of their actions.

b. Distortion of the judicial role
A second reason why the “anti-democratic” criticism of bills of
rights is difficult to sustain is because it depends on a caricature of
the judicial role. Sceptics about bills of rights often present striking
and unattractive images of judges. They imply that a bill of rights
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will operate to seduce the judiciary into seizing more power.5 Or,
in Bob Carr’s words, that a bill of rights forces “parliament [into]
abdicating its important policy-making functions to the judiciary”.
A more fundamental claim being made by critics of bills of rights is
that decisions on the scope of human rights will inevitably take judges
out of the legal realm into a moral minefield. The argument is that
judicial decisions about human rights are qualitatively different from
any other type of judicial decision. There is an implication that judges
are somehow constrained when dealing with the interpretation of laws
generally, but in the area of human rights they are given carte blanche
to go wild. However, I think this contention misrepresents the role of
judges.
Legislatures constantly call on the judiciary to make difficult
calls of interpretation. This may be most obvious in the area of
constitutional law, but, outside this field, Australian statutes are full
of terms such as “reasonable”, “adequate”, “unduly”, “relevant”,
“unfairly”, “best interests” – all of which require significant context
and judicial development. The phenomenon of judicial dissents, well
known in Australian law, is evidence that there is often not one clear,
easy, answer to how the law applies in particular contexts and that
judicial minds will often differ. So when Jim Allan argues:
that if Australia opts for a bill of rights, then the judges will end up
deciding controversial questions of social policy over which sincere,
intelligent, well-meaning people disagree….6

My response is that the interpretation of human rights guarantees
is no different in character to the accepted judicial role in statutory
interpretation or the development of the common law.
Judges regularly make decisions on controversial questions of
social policy – take, for example, the High Court’s decisions on
Indigenous land rights or on “wrongful life” actions, or interpretation
of legislation such as the Trade Practices Act or Family Law Act.
Although these decisions provoke great debate, they do not lead to
calls to remove the judiciary from involvement in interpretation of
statutes or the common law.
Rights critics do not explain why such decisions are qualitatively
different to those relating to human rights provisions and why they
do not make a general call for the election of judges to ensure that the
judiciary is directly accountable to the people in all legal contexts.
Critics of bills of rights also assume that rights, unlike other legal
provisions, are empty shells that can be fi lled with content in an
arbitrary way. However the assumption that human rights guarantees
can be interpreted according to judicial whim or the roll of a dice is
not based on evidence of judicial practice. Over the last 50 years, a
significant body of human rights jurisprudence has emerged, from
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international institutions such as the European Court of Human
Rights and the United Nations human rights committees to the case
law of national courts, such as those of New Zealand and United
Kingdom. This jurisprudence illustrates the development of principles
that guide and constrain judicial interpretation of rights, so that
the judicial role in human rights interpretation is no different to the
interpretation of other statutes

c. Eliding constitutional and statutory bills of rights
A third reason why the argument that bills of rights are
antithetical to democracy deserves critical scrutiny is that it has been
developed in relation to constitutional bills of rights that allow the
judiciary to invalidate legislation and it does not readily translate
to the context of statutory bills of rights. New Zealand, the United
Kingdom, the ACT and Victoria have all adopted statutory bills of
rights that can be readily repealed. It is difficult to see how these laws
can be characterised as anti-democratic, because they have been freely
adopted by elected representatives of the people.
These modern bills of rights do not allow the judiciary to strike
down legislation as invalid if it is inconsistent with human rights.
Rather, they depend on what has been described as a “dialogue”
model of human rights protection, or perhaps, more prosaically, an
“institutional interaction” on human rights issues. The participants in
the dialogue are the three arms of government, and the community.
The mechanisms for dialogue are, fi rst of all, a requirement that
all laws be interpreted to be consistent with human rights as far as
possible.7 If a human rights-consistent interpretation is not possible,
the laws in the United Kingdom, the ACT and Victoria allow the
judiciary to issue a formal declaration that the law is inconsistent with
human rights. This does not affect the validity of the law, but requires
the legislature to consider the inconsistency and make a judgment how
to proceed. These statutory bills of rights also allow actions against
public authorities for breaches of human rights, but in the case of the
ACT and Victoria, no damages can be awarded for such breaches.
It is important to note that the human rights dialogue
contemplated by these modern bills of rights is not open-ended – after
debate, the legislature has the fi nal word on human rights protection.
So, it may be that, in particular circumstances, a government will
decide that it will enact a law that will result in the breach of human
rights; but the statutory bills of rights require that a government
should only do so when it has fully considered all the issues, and when
it has had to justify publicly the human rights breach.
The purpose of statutory bills of rights is to create a durable
human rights culture within government and the community,
rather than a judicial monopoly on the application of human rights.
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The judiciary is however an important participant in the rights
conversation because it has to confront specific claims of rights
violations in a way that the government and the community do not.8
The overall effect of a statutory bill of rights should be to require
a government to think through the human rights implications of
proposed actions. And this has been precisely the effect of a statutory
bill of rights in the ACT. Over the past four years in the ACT, the
major impact of the Human Rights Act has been on the workings of the
executive government and the legislature. A variety of government
policy proposals have been redesigned, or jettisoned, on human rights
grounds. For example, the ACT’s 2006 anti-terrorism law, designed
to complement the 2005 Commonwealth law, provides more legal
safeguards than those of the Commonwealth or other states and
territories. It allows judicial oversight of preventative detention orders,
excludes children from the preventative detention regime, and omits
the Commonwealth’s draconian penalties for simply disclosing the
fact of detention.9
Another example of the impact of the Human Rights Act is the
detailed consideration of the human rights implications of matters
such as the strip searching of detained children in the drafting of new
child protection legislation.10 In the past four years, there has been
relatively little impact by the HRA on the ACT courts. I should note
that some rights sceptics regard legislative bills of rights as almost
equally pernicious as constitutional bills of rights, doing little to
“reduce or alleviate the power of judges.”11 The argument seems to
be that, whatever the theory, in practice judges will arrogate great
interpretative power to themselves if some form of rights instrument
is in sight and that the legislature will be reluctant to use its power to
override judicial interpretations. But, if this is the case,12 it is not clear
why it is a democratic problem: legislative reluctance to act is as much
an expression of democratic will as legislative action.
Other critics of rights have acknowledged a distinction between
the “strong” judicial review required by a constitutional bill of
rights and the “weak” judicial review available under a statutory
human rights scheme. The New Zealand critic of constitutional
bills of rights, Jeremy Waldron, for example, has recognised the
democratic compatibility of statutory bills of rights as “leav[ing] the
ultimate decision to the representatives of the people in Parliament,
but … us[ing] courts to bring issues of rights to the attention of the
community.”13 Waldron points out that “It may not always be easy for
legislators to see what issues of rights are embedded in the legislative
proposals brought before them; courts can help them see this ….”
So too Jeremy Webber has argued that the most significant aspect
of judicial decision-making in the field of human rights, compared
to legislative action, is its focus on individual cases: “the attempt
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to ensure that the application of general norms is attentive to the
detail of particular circumstances; the attempt to ensure that in the
practical imposition of social norms, individual people and individual
circumstances are given their due.”14 Webber defends statutory bills
of rights as “combining adjudication’s intense focus on the particular
case with … legislative determination of the general normative
order of society.”15 In this sense judges are an important part of the
human rights dialogue, but they do not usurp the legislative role of
parliament.

Conclusion
I have argued that, in Australia’s political system, a statutory bill
of rights would be likely to improve the quality of our democracy
by requiring human rights standards to be taken into account in
governmental actions and policy; it would not be a panacea for all
rights violations, but would be likely to make the violations more
obvious and subject to scrutiny. In Andrew Lynch’s words, a bill of
rights “compels politicians [and government officials] to lift their
game” by making them squarely consider the impact of proposed
polices and laws on human rights. In this sense, they “promote
political accountability and respect for the people beyond their role at
the ballot box every few years.”16
Here are some real life examples of the difference a statutory bill
of rights has made outside courtrooms:
• A woman with a disability and confi ned to bed in the UK
required a special bed so that her carers could lift her for baths;
she requested a double bed so her husband could share it, but
this was denied, even though she offered to pay any extra costs.
Eventually the woman invoked her right to privacy and family life
under the HRA in correspondence with the relevant authority
and this led immediately to a change in policy.17
• In the ACT, public housing policies have been redesigned to
allow consideration of individual circumstances.
• In the UK, a couple who had been married for 65 years were
separated when the husband was admitted to a residential care
home and the wife was told she did not fit the health criteria
to be allowed to live with him. Human rights arguments about
respect for family life were used to change this decision.
Overall, the evidence in the UK and ACT is that bills of rights
have been particularly useful in challenging the rigid application
of blanket policies in ways that ignore real human lives. What’s
important to remember is that human rights can be a significant tool
for people who face discrimination and disadvantage; they offer a
vocabulary that can help bring cases of unfairness to the attention
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of decision-makers that is distinct from existing administrative or
discrimination law remedies.
The heart of the case against bills of rights is that they are an
assault on democracy. The claim that parliament is the only proper
location for human rights conversations and decisions reflects, I think,
the power of the ideology of utilitarianism in Australian public life.18
The aim of political society for a utilitarian is the achievement of
the greatest happiness of the greatest number. Utilitarian philosophers
typically reject the idea of individuals as bearers of rights because
this implies that individual or minority interests may on occasion
take precedence over those of the majority. The sceptical, utilitarian,
“democracy objection” to an Australian bill of rights understands
democracy as essentially majority rule.19 This is implicit in Bob Carr’s
statement, which I quoted at the start.
A major weakness of this approach is that it is not interested
in cases where “democracy” delivers injustice, when the interests
of a minority are not taken into account, cases that do not directly
impinge on the community, understood as the majority, and which are
unlikely to cause a political backlash. The notion of democracy has a
much broader context and potential and I would argue that human
rights and democracy have a symbiotic relationship rather than the
antagonistic relationship assumed by Australian bill of rights critics.
On this analysis, I would argue that “[d]emocracy depends on
the protection of human rights. At the same time, the protection of
human rights depends on democracy.”20 A bill of rights can help us
achieve this.
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Nikki Williams

Coal use and carbon reduction are usually thought of as
irreconcilable strategies. In light of the Garnaut Report’s
recommendation to establish a carbon emissions trading
scheme in Australia, CEO of the NSW Minerals Council
Nikki Williams addressed The Sydney Institute on
Wednesday 23 July 2008 about innovative ways to develop
the coal industry without compromising its vital role in the
Australian economy.
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COAL AND CLIMATE
CHANGE – HOW WE CAN HAVE
OUR CAKE AND EAT IT TOO
NIKKI WILLIAMS
Oscar Wilde once said that “an idea that isn’t dangerous is hardly
worth having”. Hopefully I’ll explore a few dangerous ideas in my talk
this morning. I also believe that there’s no such thing as truth, only
facts from a perspective. I’ll also canvass a few different perspectives.
Today I am going to discuss emissions trading and the coal
industry in the context of both Australian and global politics and
economics. I’m going to discuss the EU’s carbon trading scheme:
probably the biggest carve out in history – a perfect embodiment of
the national interest sold as global leadership in the name of a climate
change response. I am going to talk about this as one of the biggest
cons in modern times and some of the rorts and market distortions it
has led to in the name of worthy environmentalism.
Unlike the hype promulgated by the European Commission,
Professor Garnaut’s proposals represent an economic purist response
to changing the world as we know it in order to avert unmanageable
climate change impacts. The Rudd Government’s Green Paper
proposals, on the other hand, have been criticised for failing to go far
enough: there has been much talk of freebies for our largest polluters,
dismay over the petrol excise rebate (which Guy Pearse described
as “a procrastination subsidy”) and the exclusion of agriculture and
forestry until at least 2015. Bernard Keane wrote in Crikey last week
that “when you see the decisions, they are about as tough as custard”.
I don’t share this view.
I want to explain to you some of the political realities and major
economic impacts of the Rudd Government’s proposed carbon
pollution reduction measures. Between the lines of the Green Paper
lies substantial change in our consuming behaviour, our quality of
life and values that, as Australians, we take for granted. Its potential
economic and social impacts are so great, so real, so far in advance
of anything actually contemplated in the European emissions trading
scheme, that it is positively breathtaking.
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Given that Australian industry and thus jobs are highly trade
exposed, and given that we contribute less than 1.5 per cent of the
world’s greenhouse gas emissions, if we go with some of the key
federal government proposals without other major greenhouse gas
emitters and trading partners playing by the same rules at the same
time, Australia is likely to face economic dislocation on a major scale
and sadly all that pain will not make even a momentary contribution
to solving climate change. This means that I also have to discuss
leadership and what Australia’s options are given the genuine desire
of the government and the people of Australia to seriously address
climate change and to make a real difference.
Finally, I’m going to suggest that Australia is well positioned to
have its cake and eat it too. I’ll keep that best bit for last!
If it’s not animal or vegetable, it’s mineral. Australia did not grow
on the sheep’s back. It grew, as Quentin Dempster once remarked,
“on the coal conveyor belt.” Indeed, as David Burchell wrote recently
in The Australian:
Most modern economies – even America – were born vegetable, so to
speak, and turned mineral later on. We were born mineral, and have
had mineral in our nation’s veins ever since... It was coal that destroyed
the “traditional organic economy”. With the development of a minerals
based economy ... the productivity of agriculture was transformed. Local
markets turned into national and international ones: through the marvels
of the steam train. Coal powered industry dramatically reduced the cost
of life’s essentials and ... turned the luxuries of one generation into the
necessities of the next.

The cold hard facts of the matter are that coal is the dominant
source of electricity in the world. It holds that place for some very
good reasons: the fact that it is available from over 100 countries
globally means that it is not only highly price competitive, its diverse
geography provides security of supply to consuming nations. And this
is no trivial point in an era when we have hit “peak oil” and where 70
per cent of world oil and gas reserves are located in the Middle East
and Russia.
Furthermore, as the World Bank points out, electrification is
inextricably linked to the alleviation of poverty. So, when you consider
the increasing demand for power from developing nations, married
with the desire of the two billion people on the planet that still don’t
have access to a humble electric light bulb, to rise above subsistence,
it’s easy to see why the International Energy Agency predicts that
global net electricity consumption will more than double between now
and 2030 leading to a growth in CO2 emissions of 55 per cent over the
same period. More than 70 per cent of that growth will come from the
emerging powerhouse economies of China and India. China is now
the world’s largest greenhouse gas emitter and more than 800 million
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of its 1.3 billion people are not connected to the electricity grid. Eight
hundred new coal fi red power stations will be built around the world
in the next 10 years; 500 of these in China alone. So if we don’t have
an answer to coal use in China, we defi nitely don’t have a solution to
climate change.
And for the purposes of further context, whilst CO2 emissions
from the world’s coal fi red power stations represent 30 per cent of
global CO2, 20 per cent of CO2 emissions come from deforestation,
15 per cent from transport and aviation, around 10 per cent from
households and the rest from agriculture and other industry. There
are many greenhouse gases and virtually all of them are much more
radioactively potent than CO2. Methane from the burning of natural
gas, burping cows and rice paddy agriculture is just one example.
As I said earlier, our current quality of life is intimately related to
the mining industry. Those minerals generate the electricity that heats
and cools our buildings, prepares and preserves food and medicines.
Plasma TVs, mobiles, stereos, iPods, PCs all need electricity to run
and are composed of steel, alloys, copper, lead, zinc, platinum, iron
ore: the list is endless. So when we are talking about an emissions
trading scheme to reduce our greenhouse gas footprint, we are talking
about radical changes to those industrial sectors, major structural
change to our economy and the jobs of all Australians. We are
talking about much more expensive supply chains: food production,
warehousing, distribution and retailing; the costs of our holidays;
inflation rates; what we can afford to consume; what we consider a
luxury or a necessity. We are talking about radical changes to the
way we live our lives and how we defi ne the quality of those lives. At
least, we are starting to talk about these issues in Australia. The same,
however, cannot be said of Europe which has long touted its moral
virtue and global leadership because it introduced the world’s fi rst
carbon trading scheme.
The European Scheme began in 2005, with the second phase
commencing this year and the third planned for 2013. Like the
proposed Australian scheme, it is a cap and trade. The cap is the
amount of pollution which is allowed to be emitted and the trade is
the buying or selling of permits depending on whether the operation
is above or below its emission cap. Elegant – except that carbon
emissions in Europe are not going down. According to Kevin Smith
in a May 2007 article, industries are not switching to new forms of
energy and countries which introduced renewable or increased nuclear
powered generation have simply met their increased domestic demand
for energy not reduced electricity demand. Furthermore, renewable
sources of energy have been introduced with gargantuan public
subsidies – $6 billion in Germany alone.
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The industries that were included in the EU’s fi rst phase were
limited to energy generation, iron and steel, glass and cement, pulp,
paper and board. Their permits to pollute were provided free and they
were given more permits than their total greenhouse gas emissions. In
the fi rst year of operation – the affected European industries emitted
66 million tonnes of CO2 less than they were allocated. So the carbon
cap was a complete fiction. In 2006, 93 per cent of the 10,000 sites
involved in the EU ETS still emitted less than their carbon quota: to
the order of 30 million tonnes. So there were a lot of free permits that
those industries could trade in the market place; and they did. The
carbon cap was a licence to print money. The German Environment
Minister, for example, stated that the four largest German power
companies made somewhere between $14.4 and $19.2 billion profit
in the fi rst year of carbon trading alone. These industries also
on-charged consumers the imaginary cost of the permits: a UPS
investment study concluded that this added 2.1 cents a kWh to the
price of electricity.
Even the EU has gently acknowledged that things have gone
rather wrong. A press release in June stated that: “The environmental
benefit of the fi rst phase may be limited due to excessive allocation of
allowances in some Member States and some sectors, due to a reliance
on emission projections before verified data became available...”
What some apologists describe as “design faults” are in fact
calculated tools for protecting the national interest of individual EU
members and the Union as a trading bloc. For example, in this second
phase of the scheme, auctioning of some permits is encouraged; but
only 10 of 26 countries have selected this option and four of these
will auction less than one per cent of their total allocations. Now, a
Cambridge professor, Dr Karsten Neuhoff, has stated that the “level
of such subsidies in the second phase is so high that the construction
of coal power stations is more profitable under the ETS...than in the
absence of the ETS”.
Stunningly, whilst the EU will now introduce European wide rules
to control some of the excesses – what it describes as the “comitology
procedure” – it has stated:
Taking into account their ability to pass on the increased cost of
emission allowances, full auctioning should be the rule from 2013 for
the power sector...In other sectors, allocations for free will be phased
out progressively ...resulting in no free allocation in 2020. However,
an exception will be made for installations in sectors judged to be at
significant risk of “carbon leakage”, meaning that they could be forced
by international competitive pressures to relocate production to countries
outside the EU that did not impose comparable constraints on emissions.
This would simply increase global emissions without any environmental
benefit.
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I couldn’t have said it better or clearer myself. But the
Commission goes on to further protect its national interest by saying
that installations in internationally competitive sectors will still receive
“up to 100 per cent of their allowances for free”.
The Rudd Government has been much more honest and a lot
less generous in its proposals. Australia’s planned scheme has more
ambitious targets, covers more sectors, has a stricter permit allocation
system and what’s more, will be developed and implemented far more
quickly than the European system.
Under the EU ETS, there will be no full auctioning of permits
until 2020 (and even then trade exposed sectors will get up to 100
per cent of their permits free). In 2013, only the power sector will
be subject to full auctioning. Industries outside the power sector
will still receive 80 per cent of their permits free. This 80 per cent
will be phased down over the period to 2020, although conveniently
there is no detail on the rate of such a phase-down. In contrast to
this measured approach, the Rudd Government wants to go in guns
blazing, with full auctioning from the start of the scheme on 1 July
2010.
The EU scheme currently only covers 40 per cent of emissions.
This will expand to 60 per cent of emissions in 2013 but will not cover
transport (except aviation), housing, agriculture and waste sectors.
Here in Australia, the Rudd Government proposes to cover 70 per
cent of emissions from 1 July 2010.
In the fi rst and second phase of the EU scheme, the only
greenhouse gas covered was carbon dioxide. From 2013, the EU
scheme will cover 5 of the 6 greenhouse gases under the Kyoto
Protocol. This means that even in 2013, methane (which represents 20
per cent of emissions in Australia alone) is still not covered by the EU.
The Rudd Government’s proposes to cover all six greenhouse gases,
including methane, from Day 1 of the scheme.
Professor Garnaut is even further “out there”. He has argued for
no compensation for electricity generators. This has serious energy
security risks for Australia. Professor Garnaut also has a somewhat
“optimistic” view of international negotiations. He suggests that given
the difficulties of reaching a comprehensive global agreement on
emissions reduction in the near future, Australia could reach sectoral
agreement in areas such as metals, liquefied natural gas (LNG),
cement, and sheep and cattle products with our major international
competitors as an interim measure. He seems to propose that
“interim” could be as early as 2012! This optimism ignores the history
of protectionism, such as Europe’s defence of its agriculture sector.
Governments will continue to protect their national interest!
The EU has also introduced the clean development mechanism
(CDM). This allows operations to invest in emission savings projects
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overseas to compensate for their emissions within the EU. Apparently
not a bad scheme because climate change doesn’t recognise national
boundaries, nor differentiates between those working to combat it
and those choosing to ignore it. But in Kevin Smith’s article Emissions
Trading in the EU – Leaky Caps and Dirty Development, he reveals the
following:
The (CDM) projects are supposed to bring developmental benefits to
local communities and ...create incentives for investment in low carbon
energy infrastructure...But almost 2/3rds of the 1,534 CDM projects
in the pipeline as of early 2007 did not involve either the generation of
clean energy or CO2 emissions reductions....30 per cent [of CDM credits
have] been generated from the destruction of HFC23 – [a] greenhouse
gas created by the manufacture of refrigerant gases.

He goes on to point out that the value of these credits was $11.3
billion – twice the cost of the gases themselves. But the cost to
actually capture and destroy the gases was only around $240 million.
That works out as a profit of more than $11 billion dollars for the
manufacturers of these refrigerant gases and the project brokers.
Ladies and gentlemen, this can only be described as a rort.
Do you know that the EU actually met its Kyoto greenhouse gas
reduction target fi rstly, because they closed down East Germany;
secondly, the other restructured economies of the former Warsaw
Pact countries are nowadays mere blips on the production and
consumption radar but their original, much higher emissions, form
part of the EU’s baseline emission number; and fi nally, Britain burned
40 years of natural gas – lower in CO2 – in just 8 years. I wonder
whether the Australian Greens Party would be so keen to laud the
Europeans if it was appraised of these inconvenient truths – or facts as
I prefer to call them.
The European Commission and every other developed country
in the world recognises that going solo is not an act of leadership,
it is contrary to the national interest. Going solo, even for major
greenhouse gas emitters, would not materially contribute to climate
change solutions because of carbon leakage – that trendy term to
describe the movement off-shore of emissions intensive production
facilities resulting in no net global emissions reduction.
On the other hand, if a large number of emitters play by the same
rules of a carbon market, then we all endure equivalent economic
and social pain but at least we can potentially reduce the growth of
emissions. If the emerging economies fi nally join up too, then we
might actually go somewhere near to the 60 per cent cut in emissions
by 2050 that the Intergovernmental Panel on Climate Change says
are necessary to avert catastrophic climate change impacts.
Dr Tim Flannery stated in The Age earlier this month that the
issue of climate change and growing emissions in emerging economies
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“is so complex, yet so urgent, that we have no choice but to learn
on the job”. Now the EU, I guess, could be said to have learned
on the job; but at no cost to its economic growth, quality of life or
employment. Dr Flannery is right to point to the enormous complexity
of climate change, energy use and its link to economic growth and the
structure of emission trading systems, but I don’t believe he is right to
say we should “suck it and see” when the consequences could be fatal.
Trying to strike a realistic balance when introducing an economic
change this big, is a herculean task. The Rudd Government has
tried to strike a politically and socially acceptable balance – hugely
controversial though it is. I wouldn’t want Senator Wong or Prime
Minister Rudd’s jobs for anything. It’s always that much harder when
you know that your decisions could materially affect the lives of all
Australians – some more than others.
In 1998, then Vice President Al Gore, signed the Kyoto Protocol.
The US Senate voted unanimously on a resolution which effectively
said that the US would not commit economic suicide by being a
signatory to a protocol that contained neither binding targets for
emission reductions nor timetables for both industrialised and
industrialising countries. Gore promised at the time that the Protocol
wouldn’t be ratified or acted upon until the developing world agreed
to join in. So neither the Clinton nor Bush administrations ratified
Kyoto. This is not to say that Al Gore is not seriously worried about
climate change. An Inconvenient Truth was and is compelling. But
even Gore accepted the social justice and political realities despite
understanding the magnitude of the problem the world faces.
The realities are not lost on Professor Garnaut and the Federal
Government either. That’s why full compensation for lower income
Australians is being mooted; that’s why transitional arrangements
are speculated on; that’s why not all sectors have been proposed for
inclusion at commencement of the scheme.
Whilst the NSW Minerals Council has long advocated the need
for a suite of technology solutions, including advanced renewables, one
such technology closely linked to coal-fi red power generation deserves
specific attention. Carbon capture and storage technology (CCS),
once deployed, could contribute up to 55 per cent of global cumulative
mitigation. Experts such as the International Energy Agency, the
UN’s Intergovernmental Panel on Climate Change, Al Gore, Sir
Nicholas Stern, Professor Ross Garnaut, even Tim Flannery all agree
that CCS technology is an essential response to climate change.
The commercialisation of CCS will of course need money,
and lots of it. As Anthony White from Climate Change Capital
– an investment bank focussed on low carbon emissions – says: “The
renewable industry has had billions spent on it and technologies like
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wind power are now becoming mature. CCS hasn’t had its billions
yet.”
While the Green Paper acknowledges that as a major coal exporter,
Australia needs to develop carbon capture and storage technology, it is
strangely silent on the very important subject of investment dollars.
In contrast, Professor Garnaut recommends that by 2013,
Australia should commit a minimum of $3 billion per annum to
research, development and commercialisation of low emissions
technologies. We need to think of the commercialisation of carbon
capture and storage as a nation building exercise. This technology will
be the Snowy Hydro for a carbon constrained world.
Finally, if the emissions trading scheme is to commence in 2010,
it is imperative that the details of the scheme are released as soon
as possible. This includes the scale of interim emissions targets,
(in particular the medium term 2020 target range) and details on
assistance for industry and households. These details will allow
business to respond by making an assessment of the costs, returns and
risks and importantly, to plan for the scheme consequences to manage
the economic effects.
The absence of the data and rules at the start of the EU scheme
largely accounted for the flawed nature of its carbon trading scheme.
If people don’t know the rules, they will panic. Without certainty,
people cannot make rational decisions and particularly given a full
auctioning system, there could huge wealth transfers and other market
failures when the Australian scheme commences.
It comes down to this. We can have A scheme in 2010, or we can
have the right scheme in 2012 or 2013. In its current form, the carbon
pollution reduction scheme becomes an industry reduction scheme.
No society ever willingly reduced its standard of living. No
government has ever been elected on a mandate to kill an economy
(although some have given it a good go!). Australia needs to be very,
very careful.
There is no silver bullet solution to climate change but we can
make a material difference. There are a whole suite of practical
responses ranging from low and zero emission coal technologies,
advanced renewables, demand management, nuclear, and energy
efficient buildings, appliances and industrial processes: a hamburger
with the lot if you like.
A practical response from the Australian coal industry is the
Coal21 Fund – a world fi rst voluntary industry levy and partnership
between coal producers, State and Federal governments, the research
community and electricity generators. The $1 billion fund is being
spent on fast-tracking development of low emission technologies for
coal fi red power generation. This was well before the climate change
became a mainstream issue in Australia – before Al Gore’s fi lm and
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before the Stern Report. The Coal21 Fund also leverages several
billion dollars more in funding already committed by governments
and individual companies for such projects.
In Australia, 8 demonstration projects are either committed or
underway – including the CO2CRC storage project in the Otway
Basin in Victoria, the Gorgon natural gas project in WA and HRL’s
IDGCC project.
The CSIRO’s Post Combustion Capture project in NSW
involves retrofitting an existing coal fi red power station. Retrofitting
technologies will be key to delivering the 60 per cent cuts in CO2
by 2050, because trillions of dollars are already invested globally in
existing power stations planned to operate another 30 years in many
instances.
Just this month CSIRO and China’s largest power producer,
Huaneng Group, have jointly launched a post combustion capture
pilot capable of recovering more than 85 per cent of C02 from power
station flue gases. This is a breakthrough not just for China but for the
world and shows that countries are starting to move on technology.
Australia will have to step up to keep pace with global
developments. Countries like the Netherlands announced in April this
year a multi billion dollar commitment to coal fi red power generation
and to becoming a European hub for carbon capture and storage
technology.
World authorities like the IPCC, Stern and Gore all recognise how
significant this technology will be in coming years, but opponents of
the coal industry continue to dismiss carbon capture and storage.
Norway’s Sleipner project has captured and stored a million
tonnes of CO2 every year since 1996 at 1,000 metres beneath the
seabed in the Utsira aquifer. This formation is large enough to store
all of Europe’s 600 billion tonnes of CO2 emissions for the next 600
years. Since 2000, when monitoring of the CO2 started, there has
been zero leakage. The Norwegians estimate it will remain in situ at
least until the next Ice Age in 5-10,000 years.
There are at least 20 other projects of this type up and running
or in development across Europe, in Algeria, India, China and North
America. The technology is extensively proven through enhanced oil
and gas recovery techniques used for well over 20 years.
These examples of the pioneering work being done explain why
Al Gore has said that “CCS will play a significant and growing role as
one of the major building blocks of the solution to the climate crisis.”
Professor Jeffrey Sachs, a sustainability special advisor to UN
Secretary General Ban Ki-moon, says that Australia, as a major coal
user should concentrate on carbon capture and storage technology
at coal fi red power plants as its number one strategy: even more
important that a carbon trading scheme or tax.
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Sachs argues that this approach would not only allow Australia to
manage a relatively low cost transition to a low emission future but put
it in a good position to market those technologies to China, India and
other major coal consumers around the world.
Sachs made the important observation that the biggest question
for Australia to decide is not what kind of ETS we want, but what kind
of energy future we want. Once decided, we can more easily work on
the policies and strategies to best reach our goal.
So in terms of Australia’s reliance on coal, is it a case that “the
party is over” or “can we can have our cake and eat it too”? I hope this
presentation proves the latter is very possible.
Investing in CCS, and fast-tracking its deployment in Australia –
if adopted on a major scale globally – could make a positive difference
to climate change outcomes. Going it alone with an ETS by Australia,
which emits just 1.5 per cent of the world’s greenhouse gases, will
make virtually no difference.
A new Australian PM was elected: in part on a climate change
mandate. While many Australians endorsed the signing of the Kyoto
Protocol, most haven’t yet made the link between climate change
responses and what that will mean personally and as a society.
Many still believe that industry, and especially the coal industry,
must fi nally pay up and fi x the problem. But how many realise that
what ‘industry paying up’ actually means is that all Australians will
suffer economic and social consequences, almost immediately, when
business responds to government policy to “fi x the problem”.
Australia’s cake is CCS. Global deployment of CCS is how we all
get to eat the cake as well.
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PAKISTAN – THE CURRENT POLITICAL SCENE
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Wajiha Ahmed

A practising solicitor with Buttar, Caldwell & Co, and
former General Secretary of the Pakistan Association of
Australia, Wajiha Ahmed is also a Commissioner of the
NSW Community Relations Commission, Chairperson of
the Griffith Regional Advisory Committee, a member of
the Attorney General’s Youth Justice Advisory Committee,
a member of the NSW Geographical Names Board and
Chairperson of the Albury Regional Advisory Council. On
Tuesday 29 July 2008, Wajiha Ahmed addressed The Sydney
Institute to give an update on political scene in Pakistan. She
also noted, at the end of her paper, that her comments should
be seen in the context of a nation in a volatile setting where
politics and political situations are ever changing.
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PAKISTAN – THE
CURRENT POLITICAL SCENE
WAJIHA AHMED*
Let me begin by stating at the outset that I hope to provide a
snapshot of the current political scene in Pakistan (as of July 2008).
As you all know I was born in Pakistan, but have been brought up in
Australia. I have been living in Australia for the last 27 years with my
schooling and education all being completed here, along with all my
significant life experience.
Earlier this year, on my most recent visit to Pakistan I arrived
in Lahore and typically there were a number of gentlemen standing
with signs to collect the very important people (VIP), or as they are
more commonly known “VVIPs”, as we all descended the escalator at
Lahore Airport. I took no notice and lined up in the Women’s/Family
line, travelling alone into Pakistan. Whilst standing in line for about
15 minutes one of the VVIP sign holding guys was walking around to
all the girls, asking in Urdu, “Are you Wajiha Omar?” whilst holding
a sign in Urdu. When he got me and asked me – I of course said no.
Thought nothing of it and got my luggage and was received by my
family outside.
When I got outside my family asked me if I had received any
special treatment – I said – the customs guy was asking what I had
shopped for as I was bringing home such a heavy suitcase – to which I
had replied, “I actually don’t live here” – ignoring the fact I am never
able to travel light. My family laughed and then went on to say that my
aunt had arranged for me to be collected and fast tracked. But I said
no one had approached me.
My aunt, Amna Omar, had in fact called in the request as a
surprise and the guy who wrote down the message assumed her
niece would also be called Wajiha Omar and, even if she wasn’t, she
would at least be able to read Urdu – both assumptions were of course
incorrect. Maybe if he’d been holding a meat pie – I would have
understood.
With my background being Pakistani, I have been brought up
in Australia and have been given every opportunity by my family to
engage in all that Australia has to offer. More recently, my work has
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led me to be engaged with Pakistan. As a lawyer I have had dealings
with the Punjab Advocate General (the equivalent of the NSW
Attorney General) as an expert witness in Lahore, along with meeting
clients in Pakistan and dealing with legal prolems people are facing in
Australia of Pakistani background.
Furthermore, I was the fi rst female general secretary of the
Pakistan Association of Australia, serving my term between 2005 and
2007. My more notable experience with the Association was to help
arrange an Azadi Mela (Independence Day fair) by bringing the many
pockets of Sydney’s Pakistani people together in Fairfield. It attracted
over 10,000 people. More recently, my work with the Community
Relations Commission as a Commissioner has meant I have had the
opportunity to engage with many communities within NSW, not just
the Pakistani community.
It is also important for people to know that my family has been,
and continues to be, involved with the political and judicial democracy
in Pakistan. For example, Dr Amna Buttar is my paternal aunt and
was elected to the Punjab Assembly this year. She was praised for her
work with women’s human rights by Condeleeza Rice in Congress.
Justice Javed Buttar (my paternal uncle) of the Pakistan Supreme
Court was one of the fi rst judges who allowed the Provisional
Constitutional Order by President Musharaff in 2007 and was
therefore permitted to be reinstated after the sacking of his colleagues.
He has been a member of the fi nal Court of Appeal since 2004 and
was previously a Judge of the Lahore High Court from 1994-2004
Sardar Kamil Omar is a maternal uncle by marriage and is an
economist by profession. He was also involved in BCCI and his late
grandmother was India’s longest serving female parliamentarian in
Lucknow for over 40 years. He has served Pakistan as member of
the National Assembly twice and was also the parliamentary fi nance
secretary. Presently he is a “Nazim” which is similar to a mayor in a
local government area.
Last but not least, the man who fi led the Habeas Corpus petition
and later the bail application for the late Zulfi kar Ali Bhutto was my
father Pervaiz Buttar, and he happens to also double up as my boss in
our law fi rm Buttar, Caldwell & Co – in downtown Sydney.

Pakistan – important basics
It is important to know the basics of Pakistan. So let me introduce
some key concepts to you. Pakistan became an independent nation on
14 August 1947. As of July 2008, the President of Pakistan is General
Pervaiz Musharaff, the Prime Minister is Raza Gillani. Pakistan is
divided into four provinces – but in particular I want to point out the
Fata (Federally Administered Tribal Areas) region in the North West
Frontier Province. Most of you would be aware of the Azad Kashmir
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and northern areas are presently disputed territory – therefore
they have their own respective political and administrative bodies.
However, the federal government has a Ministry of Kashmir Affairs
and Northern Areas.
Similar to Australia there are state parliaments and, in more
recent times, there has been the creation of the “Nazim” – district
based bodies. In Pakistan, the president is elected by members of the
parliament – the national assembly and the senate – as well as those
from the four provincial assemblies. The major religion is Islam with
other religious minorities as well. The official language is English
and the state language is Urdu. The annual per capita income is
approximately $846 USD per annum. GDP is 8.4 per cent. The major
export is cotton/textiles which makes up about 25 per cent of the
industry sector. Information varies and notes literacy at between 46
– 53 per cent.
The Pakistani parliament is similar to the Australian system with
two houses – a Senate and the National Assembly (similar to the lower
house at a federal level). The National Assembly has 342 members
elected with 272 general seats, 60 women’s seats and 10 non Muslim
seats. The Senate has 100 seats. Pakistan follows the British system in
relation to the system of law with the practice of common law. And its
constitution encompasses all parts of the law including but not limited
to welfare, taxation and governance.

Undermining the judiciary and lack of separation of
powers
In March of 2007 the Pakistani president, General Pervez
Musharraf, suspended the head of the Supreme Court, Justice
Iftikhar Mohammed Chaudhry, for alleged misconduct. This led
lawyers to protest against an obvious interference with the Judiciary.
At the same time, a suicide bomber killed 16 people and injured
at least 63 at a protest in Islamabad. By July 2007, the Chief Judge
had been reinstated by the Supreme Court and the courts went on
to declare Musharaff’s decision to be illegal. By September 2007,
it was being alleged that Musharaff would be stepping down as the
head of the military. At this point in time the Supreme Court began
hearing petitions designed to stop Musharaff from seeking a second
presidential term.
This co-incided with the election commission announcing that
a vote for the presidency would be held in early October. It was
presumed President Mushraff would run for President. The Supreme
Court of Pakistan then dismissed two challenges to President
Mushraff’s right to seek re-election, which led to riots and dozens of
people were arrested. The protestors were later released by order of
the Chief Judge and Musharaff fi led his papers for his second term.
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More than 80 politicians then fi led their resignations over Musharaff’s
nomination for a second term. Suddenly there was an announcement
that General Ashfaq Kiani would take over as the head of the army
after the election.
Musharraff won 252 of the 257 votes cast in parliament and
prevailed in all four provinces, thanks to a boycott by opposition
parties. But he continued to face legal challenges in the Supreme
Court as a further application was made against the change in the
constitution which allowed him to run again.

Red Mosque
The siege of the Red Mosque, both a religious and political
event, took place in May 2007. Pro-Taliban militants took four police
officers hostage in the Red Mosque and accused them of spying for
the government. The Imam (head of the mosque) Maulana Abdul
Aziz threatened suicide attacks across Pakistan if there was any action
against the mosque. During the siege, student members of the Red
Mosque raided a Chinese massage centre, alleging it was a brothel,
and took five innocent Chinese nationals – three women and two men
– hostage. After a month the Imam was caught trying to leave the
mosque wearing a burka.
Abdul Aziz’s brother, Abdul Rashid Ghazi, and deputy chief
cleric of the Red Mosque were among many who died when army
commandos stormed the complex that July, after a week long
standoff. The operation took 15 hours and nine soldiers were reported
killed, along with an estimated 50 militants. At least 1,200 students
surrendered as security forces surrounded the mosque complex and
offered an amnesty to those who would give up their weapons. Other
sources say that the hundreds of people died during the operation.
Religious clerics and supporters of the Taliban were horrified
with the way the army and government handled this affair and the
strong links between the two groups were now broken and by October
a suicide bomber kills six people in the city of Rawalpindi. It is
suggested this was an assassination attempt on Musharaff with further
suggestions that it was in retaliation of what had taken place at the
Red Mosque.

The Provisional Constitutional Order and state of
emergency
By November 2007 a state of emergency had been declared by
President Musharaff. World leaders, such as US Secretary of State
Condoleeza Rice condemned such actions. Rumours began to spread
that the constitution was about to be suspended. Musharaff justified
his action by suggesting it was a response to Islamist issues, along
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with the alleged judicial interference. Several high profi le judges and
lawyers were subsequently arrested and media outlets shut down as
the Chief Judge, Chaudhry, was sacked.
Lawyers once again began protesting across Pakistan. It was
estimated that more than 350 were arrested. Meanwhile, Musharaff
announced that an election would be held by 15 February. This was,
presumably, to allay fears that a coup was about to take place. The
15 February deadline however, was a month later than the original
deadline.
Musharaff also, in a surprise decision, announced he would
step down as head of the army and be sworn in instead as a civilian
president. It could be said that this may well have been a way around
the separation of the legislature and the army and the technicality of a
maximum term of two years for a president. The caveat on Musharaff
stepping down was linked to the new appointment of judges to the
Supreme Court to fi nalise the challenge against his re-election.
International pressure mounted as a result of all this.
Commonwealth foreign ministers threatened to expel Pakistan from
the Commonwealth if Musharaff didn’t step down as army chief and
revoke the state of emergency. Benazir Bhutto joined such calls and
also sought Musharraf’s resignation. She was put under house arrest
for the second time in five days. The government banned a proposed
march of Bhutto supporters from Lahore to Islamabad. International
cricketer Imran Khan was arrested and charged under anti-terror
laws. The Bhutto and Sharif alliance grew stronger as discussions of
a coalition government become a priority in light of these events. But
Musharaff started a media blitz to keep the people of Pakistan calm,
insisting his leadership was the best way forward for democracy.
Certain judges who agreed to the changes to the Constitution were
suddenly reinstated and they handed down a decision that dismissed
the legal challenges to Musharaff’s re-election. Pakistan was again
suspended from the Commonwealth – the second time in eight years.
But Musharaff kept his promise and resigned from the army to be
sworn in the next day as president for a second five year term. He
immediately announced that he would lift the emergency rule by 16
December 2007. This was not well received by the legal fraternity in
Lahore and protests began.
By then it was the end of November. Nawaz Sharif had returned
to Pakistan after seven years of exile. On the same day, Benazir Bhutto
fi led her nomination papers for the January 2008 election. A proposed
coalition government with Musharaff and Sharif was not an option,
but Sharif decided also to register for the election, only to be rejected
by the electoral commission because of his criminal record.
The emergency rule was lifted on 15 December, a day earlier than
the proposed 16 December.
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The late Benazir Bhutto
On 18 October Mrs Benazir Bhutto arrived at Karachi airport to
the noisy greetings of thousands of supporters – a welcome to match
a superstar’s. But her exhilarating welcome was short lived with a
suicide bomb attack during the political procession. Bhutto reviewed
her position and by the morning she was making allegations against
the military and intelligence for the attempt on her life. It is estimated
that 138 people were killed in the attack. Benazir Bhutto’s main point,
however, was that it was not the fault of the government.
Over the next few days Benazir Bhutto sought to bring in experts
from the US and Britain to help investigate the attack. However the
government knocked back her request. So she accused them of a cover
up. A member of the ruling Muslim League party then retaliated by
suggesting Bhutto’s husband may have set up the attack to stir up
more public support for his own party.
Less than a fortnight later, Benazir Bhutto was confi ned to
her Islamabad home and stopped from attending a political rally
in the sister city of Rawalpindi. Shortly after this, Imran Khan
was charged under the anti-terror laws. Benazir Bhutto and the
former Pakistani leader started discussions about the potential for a
coalition government against President Musharaff although there was
speculation that Bhutto might boycott the elections. In the end, her
fear that Musharaff might win made her announce that she would
stand. Then, on 27 December 2008, Benazir Bhutto and 20 of her
supporters were killed after an attacker fi red shots at the former
Prime Minister during a mass rally. The assasin then killed himself in
Rawalpindi and violence erupted throughout the country in response.
Mourners gathered all over the country; a public holiday was
called for the next day. Bhutto’s body was buried next to her father
in their home town of Nau Dero to suggest this was linked to the
Bhutto killing. Investigations began into the cause of Bhutto’s death
with suggestions she had died from hitting her head on the car
sunroof whilst trying to avoid gunshots. Other investigations revealed
members of Mehsud in the North were intercepted in phone taps
boasting about the assassination.
Bhutto’s will revealed that she had requested her son Bilawal
lead the PPP. Just a young student at Oxford, he conducted a press
conference in response to his mother’s death. But party officials
decided it would be better for his father, Asif Zadari, to take over the
party. Pakistani morale dropped sharply at the thought of how its hard
earned recognition on the world stage for being a modern and secure
country was now in disarray. It was a sad time in the history of the
Bhutto family.
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Security
In Pakistan, it is crucial to ensure that security as an issue does
become less of a priority. After the Red Mosque incident, the religious
community in Pakistan experienced a feeling of betrayal. Suicide
bombings started to increase. By the end of December, a suicide
bomber had blown up some 50 people at a mosque 20 miles from
Peshawar, at a place near the home of a former interior minister. By
early January, another suicide bomber had blown himself up outside
the High Court of Punjab in Lahore, with an estimated 22 people
killed, mostly police officers.
The assassination of Benazir Bhutto saw the electoral commission
announce the election would be delayed for six weeks, and Musharaff
invited Scotland Yard to assist in the investigation. The government
published photos and video footage of the attack and issued a reward
for any information about the killing.
A few days later, Pakistani investigators confi rmed Bhutto was
killed by both a gun and bomb attack carried out by one man. As
this information was being released, eight tribal leaders who were
instrumental in the peace negotiations between the militants and the
government, were assassinated. Both government and military’s ability
to control such events was clearly showing cracks on the surface.
By the end of January 2008, notwithstanding their attempts to
negotiate with terrorists, the Pakistani army was deployed into the
mountain stronghold of Mehsud. By early February, after a meeting
between the militants, government and tribal elders, a ceasefi re was
agreed to. Overall the world stage was not impressed with the turning
back on the original agreement by Pakistan to continue to fight
terrorism and in particular links to Al-Queda.

The elections
By the time the elections came around, rumour had it that half of
the country planned to vote for the PPP; much of the country wanted
Musharaff to resign immediately. On 18 February, the elections were
held, but with a low turnout because of the fear of violence.
Within a day Musharaff’s ruling party conceded defeat. The two
opposition parties had won 139 seats, more than half of the National
Assembly. Many former cabinet ministers lost their seats. It seemed a
new dawning was coming.
Since the events above, and more importantly the federal
government election of February 2008, the Pakistani parliament has
not sat. This has led to an obvious lack of governance – there are
no elected leaders of any political party in parliament. The judges
who were sacked have not been reinstated – and the proposed
constitutional changes of both parties have been not been agreed
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to. Despite the lack of governance, the greatest issue is that the
coalition does not agree on the most fundamental things such as food,
water, power and economic policy. This is particularly economically
disruptive – with inflation forecasts rising to 11.8 per cent.

Conclusion
In his presidential address to the constituent assembly on 11
August 1947, Quaid-e-Azam Mohammad Ali Jinnah (the founder of
Pakistan) said:
Dealing with our fi rst function in this Assembly, I cannot make any wellconsidered pronouncement at this moment, but I shall say a few things
as they occur to me. The fi rst and the foremost thing that I would like
to emphasise is this – remember that you are now a sovereign legislative
body and you have got all the powers. It, therefore, places on you the
gravest responsibility as to how you should take your decisions. The fi rst
observation that I would like to make is this: You will no doubt agree
with me that the fi rst duty of a government is to maintain law and order,
so that the life, property and religious beliefs of its subjects are fully
protected by the State.

With the vision of the founder of Pakistan, it is indeed important
to remember that governance, separation of powers and the overall
morale of 154 million people in a country the size of Victoria is going
to be a difficult task. How this can be achieved with the current state
of affairs both within Pakistan and the region, along with current
world economic and security trends is a big job
I’d like to fi nish my talk with one further point. As a lawyer,
I believe the rule of law and democracy is paramount. But it is
important also to note that there have been no allegations against
President Musharaff of corruption. He has led Pakistan through
some very difficult times, especially post 11 September 2001. He has
allowed the freedom of press (somewhat to his own detriment) and has
provided Pakistan with stability more so than former leaders. I do not
for a moment resile from my belief in the rule of law, but I certainly
would suggest that in a place like Pakistan our fundamental western
beliefs may not be the right approach to ensuring the dream of the
founder of Pakistan.
I’d like to dedicate this talk to a mentor, friend and respected
member of our community here in Sydney. Major General Ehsan
Malik, who lived and died a proud Pakistani and Australian.
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*Author’s note
When I was asked to prepare my talk and paper for the Institute,
the general election in Pakistan had not taken place. When I presented
my talk to the Institute in July 2008, President Musharaff had
not resigned; by the time I wrote this paper Asif Zardari was the
President. The state of affairs in Pakistan had changed dramatically
once again. I predict that by the time you read this paper, the issues
raised may have changed once more.
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Robert McClelland

In his address The Sydney Institute on Wednesday 30 July
2008, Attorney-General Robert McClelland discussed
legal reforms being pursued by the Rudd Government. The
reforms are designed to achieve greater legal harmonisation
across Australia and ensure a national legal framework
to support the productivity and competitiveness of the
Australian economy – developments to improve the way the
Commonwealth, States and Territories cooperate.
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NATIONAL LEGAL
REFORM FOR ECONOMIC
CHALLENGES IN THE
TWENTY-FIRST CENTURY
ROBERT MCCLELLAND
First, may I acknowledge the traditional owners of the land we
meet on – and pay my respects to their elders, both past and present.
It is a great pleasure to be here tonight to address The Sydney
Institute. I was working as a partner in a law fi rm in 1989 when the
Institute opened its doors. I recall its philosophy from those days – to
encourage debate and discussion in economic and social policy, politics
and international affairs. For close on nineteen years it has done this
consistently, attracting a wide range of voices to contribute to our civic
conversation, and to give us insight into the future of our nation.
Back when the Institute was established, even the most perceptive could
not have entirely predicted the changes and complexities we’ve experienced
since. Now, once again, we fi nd ourselves in a period of transition. How we
adapt to change is one of the keys to our sustainability and success.
As the Prime Minister recently observed, one of the reasons for the
change that occurred at the last election was a sense in the community
that, now more than ever, Australia needs a federal government that is
prepared to confront the emerging challenges facing our nation and to
undertake the reforms necessary to secure our prosperity.
We are a nation of 21 million people. We are competing for a place
in the sun with much larger economic powers, including over 300
million people in North America, nearly 500 million in the European
Union, as well as the rapidly growing economies of our region. We can
determine how we respond to the challenges of the twenty-fi rst century.
But the benchmarks for success will always be raised by our competitors.
They are working to reform their regulation, and we must do the same.
What I want to address this evening is how national legal reforms
can be used to help meet these challenges of the twenty-fi rst century.
I want to lay out what I am doing, as Attorney-General, to implement
the Rudd Government’s program of helping Australia unlock its
potential and achieve its long term goals.
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New national reform agenda
Overcoming national hurdles that have stifled many previous
attempts at reform requires a new way of doing business with the
States and Territories. In 2008 and beyond, our objective is to
bring about a new era of co-operation and reform with the States
and Territories. As the Prime Minister has made clear, it is time
put behind us the blame shifting and point scoring. And so, last
December the Council of Australian Governments (COAG) agreed to
a new model of cooperation between the States and Territories. COAG
established seven working groups, each overseen by a Commonwealth
Minister, with deputies nominated by the States and Territories at a
senior departmental level. Each group has been given considerable
authority to get on with its part of the national reform agenda.
My ministerial colleagues Lindsay Tanner and Craig Emerson are
co-chairs of the COAG Business Regulation and Competition Working
Group. They are helping drive a far reaching reform agenda to reduce
the costs of regulation and enhance productivity and workforce
mobility in areas of shared Commonwealth and State responsibility.
Lindsay gave you a sense of this agenda when he addressed the
Sydney Institute in February this year. Since then, COAG has made
significant progress, reaching agreement to harmonise important areas
such as occupational health and safety, trade licensing, business name
registration and electronic conveyancing.
If Europe, with its linguistic and cultural diversity and which not
so long ago was ravaged by war, can develop a common market and
standardise many aspects of economic engagement, so Australia must strive
to undertake the necessary reforms to create a seamless national economy.

SCAG
The counterpart of COAG in the legal sphere is the Standing
Committee of Attorneys-General or “SCAG” – a perhaps unfortunate
acronym as some commentators are fond of pointing out.
Under the former government, SCAG acquired a rather dubious
reputation as a place of acrimony and deadlock, prompting my
Victorian counterpart Rob Hulls to observe earlier this year: “It
was very frustrating. It got to a stage where if you wanted to bury
something, you took it to the SCAG cemetery.”
However, my State and Territory colleagues and I have been
determined to seize the opportunity presented by the presence of
like-minded governments to reinvigorate SCAG as a driver of national
legal reform. Of course, it is only natural that an element of selfinterest will always remain. But what the change of government has
done is remove any excuse for inaction.
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All my State and Territory counterparts appreciate that a
national legal framework is essential to support an efficient national
economy and to strengthen Australia’s position in our region. But
for SCAG to fulfi l this objective, it must be a dynamic and efficient
intergovernmental forum. That is why we have comprehensively
reviewed SCAG’s agenda and processes. Last week, at our second
meeting since the election of the Rudd Government, we agreed on a
streamlined agenda of priority areas of reform where real gains can be
made. I will discuss some of these shortly.
We’ve established a permanent Secretariat to monitor
implementation, and we’ve asked the Secretariat to ensure the public
is better able to access information about SCAG and its activities on
its website. We also want to draw from stakeholder knowledge and
expertise to provide fresh input and perspective about any reforms
under consideration. This includes international experience and bestpractice models to resolve cross-jurisdictional issues. For example,
learning from the United States and Canadian experience on legal
reform, a conference on harmonisation is planned for September. We
want to ensure that the views of business, academics and the legal
profession have an opportunity to assist SCAG in determining the
laws and practices that require harmonisation as well as the best way
to progress harmonisation projects.
Ultimately, I would like to see harmonisation become part of our
legal and political culture, so that it continues despite any future change
of government at a state or federal level. And now, some examples.

Suppression orders
It is good to see representatives of media organisations here
tonight. Globalisation and new technology have made the media one
of the more dramatic examples of changed circumstances creating
reform challenges. Communications technology has given even small
organisations national and international reach.
One of the key decisions of last week’s meeting of SCAG
concerned an issue on which the media has been crying out for reform
– that of suppression orders. In 2006 the Press Council, and in 2007
the Right to Know Campaign, highlighted the concerns of media
organisations about, among other things, a lack of consistency across
Australia in the way suppression orders are communicated to those
reporting the news.
In the twenty-fi rst century the media should not have to negotiate
a maze of procedures and court registries when they are trying to fi nd
out what they can report about court decisions from around Australia.
The work of the media does not stop at jurisdictional boundaries.
And breaching a suppression order – even inadvertently – is a serious
and potentially costly matter. That is why the Rudd Government is
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committed to pursuing reform in this area. And it is why, at last week’s
SCAG meeting, we secured the in-principle support of all the States
and Territories to establish a national register of suppression orders.
A working group will now develop the proper legal and administrative
framework to underpin such a register.
A national approach will make it much easier for the media to fi nd
out whether a suppression order is in place for a particular court case
and what jurisdictions would be affected. The working group will also
examine opportunities to harmonise the laws that govern the making
of suppression orders.

Electronic transactions
Australia’s domestic economy is well and truly interconnected
with the global economy. Given our geographical isolation, it is in our
interests to exploit the ease of interaction that electronic transactions
permit. In that context, Australia’s legal framework is as crucial to the
way we conduct business as our shipping lanes and air cargo routes.
Clearly, we want to maximise the potential of technology to
promote international legal and business engagement. And to do so we
must remove possible legal obstacles and uncertainty. Some years ago,
jurisdictions around Australia passed legislation to facilitate electronic
transactions. But as always, the world moves on and in 2005 the
United Nations General Assembly adopted a Convention on the Use
of Electronic Communications in International Contracts.
The Convention brings together rules governing contract
formation in an electronic environment – for example, rules governing
the use of automated message systems in contract formation, or the
right of withdrawal when someone makes an error in an electronic
communication. I fi rmly believe Australia should be in a position to
say to the world that our laws on e-commerce reflect internationally
recognised legal standards – to facilitate cross-border online business
and international trade transactions. And so, at last week’s SCAG
meeting, we obtained the agreement of the States and Territories to
kick start consultation with the business community on proposed
amendments to our electronic transactions laws to bring Australia into
line with these new international standards.
Again, it demonstrates a renewed commitment on the part of all
Australian governments to ensure we have a legal framework that supports
not just a seamless national economy – but also one that ensures Australia
can make the most of the opportunities presented by globalisation.

Proportionate liability
Of course, reaching a decision and implementing an agreement
is not the end of our responsibilities as fi rst law officers. Constant
monitoring and review is required. In that context, the Standing
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Committee has revisited the issue of the national proportionate
liability scheme – a collection of laws put in place across Australia
in the early 2000s to ensure liability is shared among parties to a
wrongdoing according to their respective levels of responsibility.
Differences between jurisdictions have been criticised by business
and professional groups as adding to the complexity and cost of
resolving disputes and encouraging forum shopping as litigants seek
to maximise potential outcomes.
In a significant step forward, at last week’s SCAG meeting all
governments agreed to release two reports on the operation of the
scheme, and to begin consultations with stakeholders on harmonising
these laws. These consultations will include difficult and unresolved
issues such as whether people should be allowed to contract out of the
scheme. I know my colleague, the Assistant Treasurer Chris Bowen –
who has policy responsibility for these laws at the federal level – shares
my concern to maintain the momentum of reform in this area.

Personal property securities
The government is also determined to tackle long-standing,
unfi nished reform challenges with renewed vigour. An example is the
reform of personal property securities.
In Australia there have been significant obstacles to the use of
personal property as security for a loan. This has impeded the ability
of individuals and businesses, particularly small-to-medium size
businesses, to employ all their property in raising capital. For example,
earlier this year I had correspondence from a motor vehicle dealer. He
had purchased cars in one jurisdiction, which were repairable writeoffs in another jurisdiction. But this did not show up on the relevant
register of encumbered vehicles.
The current law and practice in this area is a minefield – and
inconsistent with the progress of a modern, intelligent nation. For
example, there are over 70 pieces of Commonwealth, State and
Territory PPS legislation – from encumbrances over cars to mortgages
over crops. It is in the interests of justice that lenders be able to
enforce their interests in personal property if the debtor defaults. And
for them to know where they stand in line if there is more than one
security interest involved.
Compounding the inefficiencies of the current system is an array
of security interest registers – around forty of them across Australia
– some electronic and some paper based. Recommended for reform by
the Australian Law Reform Commission in the mid-1990s, the issue
languished until the dying days of the former government.
Since the election we have, in collaboration with the States and
Territories, released an exposure draft of a single, new national
law to replace the 70 pieces of existing legislation, endorsed an
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intergovernmental agreement to be submitted to COAG for signature
to underpin the new national system, and begun the procurement
process to build the single, new national register. Transferring
information from existing registers to one national portal won’t be easy.
But I’m confident that the challenges won’t be insurmountable
– indeed it has been achieved in other areas – and this government is
making it a priority to fi nish the job. We all know that risk is factored
into the cost of doing business, and anything we can do to reduce that
risk and cost will, ultimately, benefit consumers.

Harmonisation challenges
Harmonising complex and inefficient laws is seldom
straightforward. Legal realities simply cannot be ignored.
Sometimes there are also constitutional limits. In 2000, for
example, there was the Hughes decision in the High Court.
The Court held that there were limits to the States’ capacity to plug
gaps in Commonwealth power. The decision cast doubt on co-operative
arrangements like the old Corporations Law scheme of the 1990s.
Hughes was decided the year after the High Court’s decision in Re
Wakim, which dealt with the cross-vesting scheme. The Court held
that State jurisdiction cannot be conferred on federal courts. But to
quote Justice Robert French of the Federal Court (and soon to be of
the High Court) in a 2003 paper:
It was in Re Wakim that McHugh J observed: “Co-operative federalism
is not a constitutional term. It is a political slogan, not a criterion of
constitutional validity or power.” With respect to his Honour, it seems
unduly dismissive to relegate the idea of co-operative federalism to the
dustbin of political slogans. The constitution itself is the product of an
historic exercise in co-operate endeavour by the pre-federation colonies that
became the States. Whatever the perceived imbalance in the distribution of
power that has emerged since that time, it provides a framework which
requires a degree of co-operation if it is not to be unworkable.

And further:
For where the words of the constitution present constructional choices
consistent with fundamental principles of representative democracy and
separation of powers and the like that are embedded in it, it is difficult to
see why those choices, which make co-operative arrangements between
Commonwealth and States possible, should not be preferred to those
which do not. […] Even after Re Wakim, which turned on Chapter 3
issues, there is still room for debate about the existence and content of a
norm of construction which would support co-operative arrangements.

Sometimes these problems can be circumvented by States
referring legislative power to the Commonwealth under section 51(37)
of the Constitution – as has occurred in recent times in areas such as
counter-terrorism, corporate law and de facto property matters under
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family law – and as we are working on now for the personal property
securities reforms I mentioned earlier. But where political agreement
for references cannot be reached it may become necessary to consider
other forms of co-operative scheme, and to address the constitutional
complexities that accompany them. These issues were raised again
at the recent 2020 Summit, and the government is working carefully
through the outcomes of those important deliberations. Contributions
included calls for constitutional reform to overcome the problems
identified in Hughes and Wakim.
As you would know, the road to constitutional change in Australia
is notoriously difficult. Of 44 referendum proposals only eight have
succeeded. In only one of these eight was there a “no” case. In short,
constitutional reform requires overwhelming support and the building
of consensus. It is the antithesis of the normal patterns of political
trench warfare. For these reasons the precise form of any proposal for
constitutional change requires careful consideration. It is in no-one’s
interest to advance proposals that could not attract broad support.
The business community, the legal profession and the media are
well placed to contribute to this debate and I welcome your views as
the government works through these issues.

Conclusion
In conclusion, what Australia has to offer is compelling – a stable
political system, a competitive economy, and a legal culture that
is regarded as one of the best in the world. But we cannot afford
to be complacent. Many reform challenges remain, and the Rudd
Government is taking responsibility for tackling them. The Australian
people elected us to do just that. As Attorney-General, one of my
key objectives is to help underpin Australia’s economic prosperity
by ensuring that our domestic legal system is robust, that we reduce
unnecessary costs, and remove impediments for those who need
access to justice. And I know it is an objective shared by my State and
Territory counterparts.
Of course, some of you may be sceptical when you hear lawyers
talk about reducing costs and removing impediments to justice. It may
bring to mind the joke about the 50 year-old lawyer who arrived at
the pearly gates, only to be welcomed by St Peter as the oldest man to
enter Heaven. Apparently St Peter was going by his timesheets which
showed he was 510.
I hope the reforms we undertake will help convince you otherwise.
And I urge everyone with an interest to contribute to the reform
process, and play a part in helping Australia meet the challenges of
the twenty-fi rst century.

THE SCOTS IN AUSTRALIA
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“invisible immigrants” in Australian society.
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THE SCOTS IN
AUSTRALIA
MALCOLM PRENTIS
In thanking Anne and Gerard Henderson for their welcome, I
note that Henderson is a Scottish name and that the chief of the clan
Henderson is an Australian. Many people ask how I came to write my
third book on the Scots in Australia. “Why did you write the book?
Are you Scottish?” I hasten to confess that I’m not Scottish. I’m a
fi fth generation Australian. My daughter will tell you that she is more
Scottish than I am, because her mother is three quarters Scottish.
I have English, Irish, German, Scottish and West Indian ancestry,
so I’m not Scottish. But then ethnicity is not in the blood, anyway.
As that Scottish pop duo, the Proclaimers, ardent members of the
Scottish National Party, in 2001 sang in Scotland’s Story:
In Scotland’s story I read that they came,
The Gael and the Pict, the Angle and Dane
But so did the Irishman, Jew and Ukraine.
They’re all Scotland’s Story and they’re all worth the same.

Scottish and English immigrants in Australia are often said to be
“invisible immigrants”. Why? They don’t stand out – they merge into
the “mainstream”. The Scots could, however, be described as audible
ethnics. Whenever there’s a story on the radio or television about the
latest medical breakthrough, there is a pretty good chance the doctor
you hear being interviewed will have a Scottish accent. But on the
whole, they don’t stand out.
What is visible is often stuff like tartan and bagpipes. And yes, just
to conform to the stereotype, I’m wearing a tartan tie. What tartan is
it? Crawford, actually. Why did I choose that tartan? Well, basically
for two reasons: fi rst of all it goes with the maroon shirt, and second
because it was on sale at half price. These marks of Scottishness
are actually quite superficial signs of Scottishness, though they
can be used to celebrate more profound matters. These marks of
Scottishness also come from the small minority of Gaelic-speaking
Highlanders amongst immigrating Scots. Just as in New Zealand, for
reasons explained by a New Zealand historian, the Otago Highlanders
Rugby team in New Zealand should more accurately be called the
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Lowlanders, since the vast majority of Otago’s Scottish settlers, were
actually predominantly lowlanders, who spoke English or, rather,
Scots, not Gaelic. The same is true in Australia’s case. By the time
of most Scottish migration to Australia, however, Highland symbols
and culture had been broadly appropriated as signs of the broader and
deeper Scottish identity.
The “Australian Legend” version of Australian identity, as
formulated by the late historian Russel Ward, had little room for the
Scots. According to this view, the Scots had negligible influence on
the “real” Australia, the real Australia that was to do with the working
class, and the convicts, and the Irish, and the bushrangers; and
produced all those wonderful folk songs. So, the poet Les Murray was
once asked by Irish-Australian mates, “compared with us Irish, what
has your lot done for Australia?” … Murray paused for a moment and
replied, “Well, we own it.”
This leads us to the stereotype of the Scot as tight-fisted, hardworking, pious and dour – people of “Calvin, oatcakes and sulphur”.
But this is only one side of the story. I recently had occasion to take
off the shelf a little book which was bequeathed to me by my late
father. It was he, incidentally, who used to say that the best parts of
both Australia and the UK were north of the River Tweed. My father
loved good English literature and this book was Selections from Walter
Murdoch, Professor of English at the University of Western Australia,
a splendid essayist and great uncle of Rupert Murdoch. One lovely
essay in the book is called The Scottish Twins: in it, Murdoch makes
the point there are two Scotlands:
One is the Scotland of poetry and romance, of Wallace, and Bruce, and
Montrose, and Queen Mary, the tragic queen whose tale has been told
by so many poets and novelists. This is the Scotland that was the home
of courage and honour and loyalty no less heroic because it was loyalty to
lost causes ...
And there is also the Scotland of the Glasgow merchant, the most prosaic
of all God’s creatures; the Scotland of the canny and parsimonious
Scotsman about whom more jokes have been made than about any other
subject with the possible exception of mothers-in-law [and my motherin-law is Scottish]. … this baffl ing contradiction between the Scot who
would blithely fl ing away lands and life for Prince Charlie and the Scot
who would not give sixpence to the greatest cause on earth till he knew
the rate of interest. And the curious thing is, not that Scotland contains
the two kinds of men … but that every typical Scot includes the two
kinds of men.

So what I want to talk about is a few of the myths, stereotypes,
conventional wisdom and assumptions about the Scots in Australia in
order to see how true they might be.
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Let’s start with the convicts. Some proud Scots-Australians
even deny that there were any Scottish convicts. Someone on a clan
website became somewhat indignant about an article I’d published in
a historical journal on Scottish convicts, suggesting I’d made it all up;
there weren’t any Scots convicts as they were all very well-behaved.
Some others simply assume that all the convicts were English and
Irish. Did I make it up? Well, I’m sorry, there were Scottish convicts,
though they only made up about five per cent of the whole but were
more like eight per cent of the women.
By common consent, the Scots convicts were the worst of the lot,
“base and clever” as one Scottish observer put it. Most of the women
had been “on the town” for long periods. Another observer famously
remarked, “A man is banished from Scotland for a great crime,
from England for a small one, and from Ireland, morally speaking
for no crime at all.” This was also actually said by a Scotsman; a
gross exaggeration perhaps but with a grain of truth. The idea that
they were “base and clever” is backed up by the fact that they were
the most literate despite their greater criminality. The reason there
were few Scots convicts was not to do with the inherent virtue of the
Scots but with their legal system, which was rather different from the
English system which we have inherited. It was more rational and
humane; even the judges were more indulgent towards poachers and
they only transported people for multiple offences and for very serious
crimes. That is why there were so few Scots convicts and why they
were so bad.
The second point concerns business, the stereotype of the “Scot
on the make”, an “impressive sight” (as a J.M Barrie character put
it) and a legendary figure in business. In the same essay by Walter
Murdoch I quoted earlier, Murdoch reflects that when one meets
distinguished people they don’t necessarily say distinguished things to
you. When he met George Bernard Shaw, the playwright asked young
Murdoch:
…whether there were many Scots in Australia; being weak in statistics
I could only reply that there were some. And were they all successful?
Again I was forced by a shameful lack of exact information to take refuge
in vagueness and reply that, with one deplorable exception, I believed
they were fairly prosperous. [That exception was himself.]

Shaw then came out with a theory that Scots prospered all over the
world because of the Shorter Catechism. They sharpened their minds
on learning all the theological ins and outs of the Shorter Catechism
and, discarding the theological content, they applied their sharpened
minds to getting ahead in business. (Murdoch said that, in fairness to
Shaw, he believed that he had only just thought of the theory.)
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But there is that stereotype of the Scots as good at business and
especially with money. The idea that they are parsimonious, well,
that’s a music hall joke. As is often the case, however, this is based on
more than an element of truth. The thriftiness of Scots was a fact;
in the nineteenth and early twentieth century, their rate of domestic
saving was far in excess of England, even though England was a
wealthier country. The disproportionate Scottish investment in earlier
Australian development represented to a large extent the aggregation
of a multitude of small investments by Scottish widows, ministers,
well-off tradesmen and professional people. Scotland provided the
predominant model which shaped Australian banking and many Scots
have been prominent as managing directors and CEOs of Australian
banks, up to and including John Stewart of the NAB today. In the
censuses it is clear that a disproportionate number – not a majority,
of course – of bankers, actuaries and accountants were Presbyterian
(or, largely of Scottish background). And certainly they have here a
visibility, though not necessarily as Scots.
Scots entrepreneurs and innovators abounded in Australia’s
industrial development. Freddo Frog was a Scottish frog who wore a
Scottish bonnet. His creator, Macpherson Robertson the confectioner
was only one of a number of Scots who was very good at catering
to the vices of consumers. There was also William Arnott, with his
biscuits. And James Boag – who is James Boag? Find out in the book.
There were other brewers, like the McCrackens in Melbourne (also
very involved in the Essendon football club), not to mention Hugh
Dixson, Sydney’s leading tobacco merchant in the late nineteenth
century. It is important to remember not only these success stories,
but also that most Scots have been found on the shop-floor, in the
engine room (it used to be said that if you opened the hatch of a ship
and shoulted “Hey, Mac!” you would always get a response) and
down the mines. Signs of that can be found where there were Scottish
industrial workers; at places like Granville in the late nineteenth
century, and in Newcastle and around Lithgow, in the coal mines
– areas where consequently soccer was more popular than elsewhere.
Another persistent thought about Scottish-Australians is that they
were all right-wing politically. Robert Menzies existed, therefore my
case is proven. Of course, this is grossly oversimplified. Nevertheless,
it is important to remember the importance of Scotland to Menzies.
When he was seeking to rebuild the Liberals, Menzies gave his famous
speech “The Forgotten People” in 1942. In it, he referred to Scotland
as a source of his ideas on thrift, self-help, hard work, family life and
the value of education or, as he said, “self-sacrifice, frugality and
saving ... for education and progress”. He emphasised the importance
of the home or family in this series of speeches, as “homes material,
homes human, and homes spiritual”. When Menzies came to “homes
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spiritual”, he explained it by reference to Robert Burns’ poem The
Cotters’ Saturday Night, which was focused on family worship in a poor
tenant-farming family and referred to faith, family, hard work and
education. One verse will have to suffice.
From scenes like these, old Scotia’s grandeur springs,
That makes her lov’d at home, rever’d abroad:
Princes and lords are but the breath of kings,
“An honest man’s the noblest work of God…”

To go back earlier, there were some pretty turbulent Scots in
politics. John Dunmore Lang was a radical liberal reformer and the
great republican. John Robertson, who was responsible for land reform
in New South Wales, was born in London to Scottish parents and
was educated at Lang’s parish school in Sydney. (Incidentally, it was
Robertson who brought Lang and Archbishop Polding together when
Polding was dying.) Individualism, democracy and liberalism; these
integrally linked their Presbyterianism and Scottish independence.
Lang drew from his theology as well as from Scottish and American
history in developing his republicanism. It’s interesting that an
analysis of Presbyterian participation in New South Wales politics
has shown that the main portfolios held by them related to land and
education. They are two areas in which Scots were prominent and
the same was the case in Canada and New Zealand. The leading
land-reformer in New Zealand was also a Scottish politician. Some
Scots attempted to monopolise the land and others sought to take it
away from them and redistribute it. This is related to the state of land
ownership in Scotland and there was great sympathy between Scottish
land reformers and Irish land reformers. This is why Lang supported
land reform in Ireland.
But it is equally important to remember as well the other political
threads. In the fi rst Labor caucus in federal parliament in 1901, seven
of the 24 members were from Scotland. Later, a difference developed
between the Scots-born and Scots-descended developed, from the
1880s and especially after the Labor split in 1917. From the 1880s,
increasing numbers of Scots immigrants had socialist leanings, such as
the future Prime Minister Andrew Fisher, a coalminer from Ayrshire
who was influenced by the Christian socialism of Keir Hardie. The
Labor split of 1917 meant the expulsion of many British Protestant
Labor members. Scottish-Australians tended thereafter to be on the
more conservative side even though Scots immigrants continued to
gravitate to the left.
The founders of the Communist Party were largely Scots. As
Stuart Macintyre, Professor of History at Melbourne, has pointed
out, “It is a well-kept secret that Australian communism was a
Caledonian conspiracy.” So we have Scottish founders of the Labour
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Party, the Communist Party and the Liberal Party – what did all these
tendencies have in common? Where is the Scottishness in all this?
Such humble Scottish families as that of the Cotter in the Burns poem
fi red in their members both personal ambition and a desire to be active
and responsible citizens. Scots and Scottish-Australians on the left
and right of politics have demonstrated both over the years.
When it comes to religion, were all the Scots Presbyterians? Many
Australians of Scottish background assume that the two things were
identical. In point of fact, there is more truth in this stereotype than
the others, because the Scots immigrants up to, say, the Second World
War, really conformed to this kind of stereotype more than any other
ethnic group. The Scots were the most denominationally monolithic
immigrant group up to that time. The Irish were probably about 30
per cent Protestant whereas 85 per cent or more Scots were nominally
Presbyterian.
Therefore, of course, there were many non-Presbyterian Scots and
they were no less Scottish for that. The native Roman Catholic Scots
were a bit different from the Irish Catholic immigrant in Scotland
and there was a little confl ict between them and the native Scots
Catholics in Glasgow because their worship was a bit different. The
native Scottish Catholics had breathed in some of the Presbyterian
atmosphere and Scottish Catholic laity in Glasgow were more feisty
with their priests and thought they should have some say in how the
parish fi nances were managed. How Presbyterian was that?
Of course, in Australia we had the MacKillop family, not only
the famous Mother Mary but also her brother Donald, a Jesuit priest
and their cousin Duncan MacNab, the latter two both missionaries to
the Aborigines. There were also Episcopalians (or Anglicans), often
upper crust families such as the Macleays, even Methodists, Scotch
Baptists (especially in South Australia) and Jews (one of the pioneer
rabbis in Melbourne came from Edinburgh). There were spiritualists,
atheists, agnostics. One of the most popular chaplains of the fi rst AIF
was Scotsman William (“Fighting Mac”) McKenzie of the Salvation
Army, an imposing figure and an excellent boxer who won the
Military Cross. There is a legend that he once went into battle with
the men, carrying only a shovel because he wasn’t allowed to carry a
rifle. After the Second World War, Scots immigrants were increasingly
likely to be Roman Catholic or have “no religion”.
One of the things the Scots are noted for is education, which
was a national enthusiasm. They stood for educational opportunity
for all, both boys and girls and an educational system that was more
practically orientated than that in England. And so, in the eighteenth
and nineteenth centuries – there is some debate about this in detail
– Scotland was probably the best-educated country in Europe with the
possible exception of Prussia. If one looks at the statistics for assisted
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immigrants coming to Australia, one fi nds that until the 1890s the
Scots persistently outscored everybody else on the measure of how
many could read and write. This, of course, gave them an advantage
but it also meant that they poured their great enthusiasm for education
into their new country.
Talking of invisible immigrants, the visible signs of this are
the high-profi le church schools like Scotch College and PLC in
Melbourne. When an analysis of Who’s Who in 1988 was done, it
was found that the best-represented school was Scotch College,
and amongst the women in Who’s Who, the number one school was
PLC Melbourne. This is the visible sign of Scottish educational
influence. But the invisible or less well recognised is the influence
of Scots and Scottish-Australians in the state systems, which was
in fact very important. Maybe they were not a majority of teachers
but up to the 1960s, a disproportionate number of teachers were
Presbyterian (i.e. of Scottish background). In New South Wales, a
lot of the improvement and reform of the education system around
the turn of the nineteenth and twentieth centuries – the creation of
the secondary school system and so on – a lot of that was based on
Scottish enthusiasm and leadership. The State Director Peter Board,
Professor Alexander Mackie and Professor Francis Anderson of the
University of Sydney were the moving forces behind those reforms.
And they were all either born in Scotland or of Scottish parents. And
so, the New South Wales education system, and the education systems
in the other states owed a lot to a highly committed minority influence
of Scots. They demanded education for their children but not only
their children but everyone’s children.
What about Australian culture? Culture does not perhaps spring
to mind as part of the stereotype of Scots. But if you look at the list
of poets in any Australian anthology, you will fi nd a disproportionate
number of Scottish names. The famous publishers Angus and
Robertson had a huge role in promoting Australian literature. Many
Scottish names are also to be found amongst the painters.
When we come to popular culture, we might think, recalling
Russel Ward’s Australian Legend, that the Scots were not working
class enough, as evidenced by a lack of folk songs, and did not have
had much influence. I beg to differ. Waltzing Matilda and our present
National Anthem were both written by Scots, though Paterson was
only half Scottish. Our most famous diva Dame Nellie Melba came
from a family of Melbourne Scots. Then there’s Peter Dawson,
who recorded a famous version of “Song of Australia”, which could
have become the national anthem. There’s a lovely photo of him in
the book, kilted and sending up Sir Harry Lauder. Dawson came
up through Church, choir and Sunday school at Port Adelaide
Presbyterian Church.
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Coming to a more recent period, the Scots have made an
appreciable contribution to the development of Australian rock ‘n’
roll. Jimmy Barnes came out to Australia at the age of five but you
can still pick up a bit of an accent and he still supports Glasgow
Rangers. He said he thought he was a real ocker, but he went to
Glasgow on a concert tour with Cold Chisel, he found there were all
these people in Glasgow like him – hooligans. Then, of course, there
was the Young family who provided George Young for the Easybeats
and then Angus and Malcolm Young for AC/DC. The front man of
AC/DC was Bon Scott, from Kirriemuir, who’d attended Fremantle
Presbyterian Sunday School but is now buried over the road from the
Presbyterian manse in the Fremantle cemetery, and there’s a picture
of that cemetery’s Bon Scott Memorial Gates in the book. John Paul
Young and Colin Hay of Men at Work were among other Scots. All
this is a bit unexpected but rather interesting, partly because it shows
the influence of working class Scots.
The same thing applies to the importance of the Scots in the
history of Australian football – I mean real football. It was the Scots
more than anyone else who kept soccer alive between its early years
and the arrival of reinforcements in the shape of the “wogs” after
World War Two. Even when Yugoslav, Greek, Hungarian Italian and
other “ethnic” clubs were most high profi le, the country from which
most professional players came to play in Australia in the 1970s and
1980s was Scotland. In the A-League, now, there are four teams with
Scottish coaches. So it has been a very strong influence which has not
really been recognised.
There are many other aspects of popular culture we could consider
as well. We have this “tall poppy syndrome” in Australia. Cutting
down the tall poppy is supposedly Australian characteristic but that
comes as much from the Scotland as from anywhere else. There’s a
good saying there (“I ken yer father”), which cuts people down to size.
As Walter Murdoch says at the end of his little essay:
…though Scotland’s sons love her they very willingly leave her, and run
to the uttermost ends of the earth; and though their parting word to her
is “And I will come again, my dear,
Though it were ten thousand year,”
they hardly ever do.

What the Scots have done is that they’ve come, stayed, adapted,
settled in and become in that sense invisible. But they have left
their mark. There are various Scottish ways of responding to our
preoccupation with, for example, the colourful Irish characters in
our history. For example, in fi rst semester this year, in my fi rst year
history course at ACU, I gave the students a choice of eleven or
twelve major essay topics. Which one did 35 of them choose? The one
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about whether Ned Kelly was a social bandit. Ken Knight, a leading
educator in New South Wales and then Principal of Kuring-gai
College of Advanced Education, made this sober claim: “As far as a
long-term influence on Australian attitudes and culture is concerned,
however, let me suggest that it may be more important to have
captured the country’s education system, rather than the folk song
market.”

A NEW ERA OF ENGAGEMENT WITH THE WORLD
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Affairs and Deputy Leader of the House in the Rudd Labor
government. He has been in parliament since 1993. In an
address to The Sydney Institute on Tuesday 19 August 2008,
Stephen Smith outlined the Rudd Government’s foreign
policy priorities, emphasising that Australia’s national interest
is to engage with regional and global institutions in order to
achieve security, prosperity and international citizenship.
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A NEW ERA OF
ENGAGEMENT WITH THE WORLD
STEPHEN SMITH
Thank you, Gerard for that introduction and thank you for the
opportunity to speak to the Institute this evening. The Sydney Institute
plays a very valuable role in stimulating and contributing to the public
debate about which policy settings best serve Australia’s national interest.
In that context, let me start my remarks tonight about the
modern Australia’s position in the world at the start of a new century
and a new era of Asia-Pacific influence. While Australia is only the
50th or so largest country in terms of population, we are in the
top 15 largest economies. In terms of living standards measured by
income per capita, we are among the top 20 countries and we are
also among the top dozen military or peacekeeping spenders. We are
a significant and a considerable nation. We are a regional leader. We
are not, however, a powerhouse or a superpower.
As a consequence, regional and multilateral institutions are
essential for a nation like Australia. Australia benefits immensely
from a global and regional order based on principles, norms and
rules which regulate relations between nation states.
Working to strengthen the mechanisms of that international
order helps underpin Australia’s prosperity and security. We need to
take the opportunities available to us in international affairs, working
with major powers, globally, regionally, bilaterally and, importantly,
taking much greater advantage of international institutions to make
a positive contribution to international security and increasing the
wealth and prosperity of nations. If we fail to take advantage of these
opportunities, we will fi nd our capacity to protect and enhance our
national interest reducing, and our security and wellbeing declining.
This is particularly so in the new era that is upon us this century, the
Asia-Pacific era.

The Asia-Pacific era
This new era is marked by an inexorable shift in global economic
and strategic influence to the Asia Pacific. Within Asia we have the
world’s two most populous countries, China and India, two of the
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top three economies, China and Japan, the largest democracy in the
world, India, and the country with the largest Muslim population in
the world, Indonesia. China and India are adding their enormous
energy to the already considerable economic strength embodied in
Japan and Korea.
By 2020, it is forecast that Asia will account for around 45 per
cent of global GDP, one-third of global trade, and more than half
of the increase in global energy consumption. By 2020, 56 per cent
of the world’s nearly 8 billion people will live in Asia. Asia’s surging
growth is helping to drive Australia’s own economic prosperity.
In 2007, Australia’s total global merchandise trade stood at over
A$350 billion. Of that, over A$200 billion, nearly two thirds of our
merchandise trade, was with Asia.
The shift, however, is not just economic or demographic. It is
also strategic; one of the reasons we have proposed the Asia-Pacific
Community initiative. Three of the world’s five largest military
forces, China, India and the Democratic People’s Republic of Korea,
are located in Asia. East Asian military spending alone is now
equivalent to that of all the European NATO countries combined.
With this transfer of economic and strategic influence comes an
expectation of, and the actual exercise of, greater political influence.
In ASEAN itself, we have also seen comparable economic and
demographic growth.
South East Asia will always be critically important to Australia’s
strategic, security and economic interests. How South East Asia
adjusts to the shifts in economic and strategic power and influence in
the Asia Pacific in the coming decades will shape Australia’s strategic
environment. The continuing rise of China and the emergence of
India will almost certainly produce the most significant of these
shifts. Our security and prosperity will hinge to a significant degree
on the political and economic development of our friends and
neighbours in South East Asia.

Transnational challenges
This new era also sees the rise in great transnational challenges.
Today, as ever, the world faces significant challenges and problems
faced by nation states. Those problems are rarely confi ned to their
borders alone but have transnational impacts. Today, factors like
climate change, international terrorism, weapons proliferation,
transnational crime, environmental degradation, energy security,
health pandemics, poverty and inequality as a cause of instability are
all key factors affecting Australia’s security as a nation.
The Australian government is determined to look afresh at
our strategic and national security challenges and how to respond
to them. We need to adapt and respond to new challenges. In this
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new era and century, a globalised world demands more than ever a
committed and active bilateral, regional and multilateral diplomacy
from Australia.

The government’s foreign policy approach
The new Australian government came to office intent on making
a difference as a good international citizen. We are determined
to embark on a foreign policy both shaped by and reflecting our
democratic values, our respect for the rule of law, domestic and
international, our tolerance and our deep-seated belief in a fair go
for others.
Three pillars of foreign policy guide Australia’s relationship
with the international community. One pillar is our commitment to
Australia’s Alliance with the United States. This Alliance remains
a fundamental and indispensable bedrock of Australia’s security,
strategic and defence arrangements. In this context, continued active
engagement by the United States in the Asia-Pacific is essential to the
peace, stability and prosperity of our region.
A second pillar of our foreign policy is comprehensive engagement
with Asia and the Pacific. As I have outlined, the region’s increasing
strategic importance and global political influence mirrors its
rapid economic and demographic growth. Last month, I travelled
to Singapore to take part in the annual series of ASEAN-related
meetings. These meetings reinforced Australia’s positive and
constructive engagement with ASEAN, including in the areas of
education and development assistance.
Complementing our relationships with Asia is the important work
we are doing with our Pacific Island neighbours. The government is
determined to bring a different approach to our Pacific neighbours:
one based on mutual respect and mutual responsibility. The Prime
Minister’s Port Moresby Declaration on 6 March 2008 outlined a
new vision for Australia’s engagement in the region, a vision typified
by our Pacific Partnerships for Development. We are moving beyond
the traditional modes of development assistance with our Pacific
neighbours. We recognise that our engagement must widen to
involve trade and economic cooperation as well as policy and political
dialogue. As a practical expression of this, we announced this week a
three-year pilot seasonal worker scheme in the horticulture industry
for up to 2500 workers to address labour shortages in regional areas
that can not be fi lled by Australian workers.

Australia’s multilateral engagement
The third pillar of our foreign policy approach is the one I
will focus on this evening, namely the reinvigoration of Australia’s
engagement with the United Nations and other multilateral
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organisations. We do not accept that effort spent maintaining bilateral
relations must come at the expense of effective engagement with
multilateral organisations or vice versa. This is a false dichotomy.
We have vigorously pursued many bilateral relationships over the past
nine months. These are distinct but not mutually exclusive tools: in
many cases they are necessarily complementary.
Some issues are global by nature and require nation states to
form collective responses, such as climate change, terrorism and
weapons proliferation, among the greatest challenges that Australia
will continue to face over the coming years. Foremost among these
global challenges is climate change. We believe that Australia can only
address climate change in concert with the international community.
There is equal futility in not acting or in acting alone. Our fi rst act
as a government was the ratification of the Kyoto Protocol. Since
then, Australia has played, and will continue to play, a leading and
constructive role in international climate change negotiations.

United Nations
Australia has a long and proud history of involvement with the
United Nations, a history which stretches back to its establishment as
World War II drew to a close. No Australian was more central to the
development of the United Nations than Foreign Minister Evatt, who
led Australia’s delegation to the founding meeting in San Francisco in
1945.
As that meeting struggled through the politically complex task of
writing the United Nations’ Charter, Evatt was a remarkable advocate
for the interests of small countries and middle powers. He brought to
those discussions a vision of an international body that would protect
human rights and advance global economic and social development.
After three months of negotations, the Charter was agreed and much
of Evatt’s work was brought to fruition. Indeed, the member states’
pledge to pursue within the UN these human rights, economic
and social development goals became known in San Francisco as
the Australian pledge. It now forms article 56 of the United Nations
Charter.
Evatt’s vision is more important today than it has ever been.
The need for effective, global responses to the challenges we face is
more urgent and necessary than ever before. The UN has a critical
role to play in the global struggle for a peaceful, secure world free
from poverty, disease and famine. For these reasons the Australian
government will work to ensure that the United Nations and its
agencies fulfi l their potential as agents for economic and social reform,
for peace and as a protector of human rights. And as we do this, the
UN will necessarily occupy a vital place in the way we pursue our
national and global interests.
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Peacekeeping
From its early years, Australia has been heavily involved in the
practical work of the United Nations in bringing peace and security
to nations riven by confl ict. Since the very fi rst peacekeeping
operation authorised by the United Nations Security Council in 1948,
United Nations peacekeeping operations have saved lives, helped
communities, helped societies and helped rebuild nations.
Australia has a long and very proud history of supporting United
Nations peacekeeping operations. In fact, if we take into account the
1947 United Nations Consular Commission to Indonesia, during
which Australia – then a member of the United Nations Security
Council – helped monitor observance of the ceasefi re between Dutch
and Indonesian forces, it’s arguable that we were the fi rst nation
state to have personnel on the ground in any modern peacekeeping
operation.
Geography alone, however, has not defi ned Australia’s peacekeeping
or security interests. Since 1948, Australia has made contributions
to United Nations and regional peacekeeping operations in Africa,
Europe, Central America, the Middle East and the Asia-Pacific region.
In the case of Cambodia, Australia played a significant role. Foreign
Minister Gareth Evans was instrumental in helping to bring peace to
Cambodia after decades of civil war. He played an important role in
the negotiations leading up to the 1991 Paris Peace Agreement, and the
subsequent engagement of a UN peacekeeping force.
As a considerable and significant nation, and as a good
international citizen, we continue the noble tradition of peacekeeping
to this day. More than 30,000 Australians have served around the
world as peacekeepers. According to the Australian War Memorial,
twelve Australians have died while serving with United Nations and
non-United Nations peacekeeping operations. Australia’s continued
participation in peacekeeping missions outside our immediate
region has helped to demonstrate our commitment to international
peace, security and stability and to strengthen our credentials as a
responsible member of the international community.

Security Council
The Security Council is at the heart of international responses
to issues of peace and security. Australia has served on the Council
in the past and Australia should do so again. A practical example of
Security Council action in which Australia played a leading role relates
to the independence of one of our nearest neighbours, Indonesia. As a
member of the Security Council in 1947, we joined forces with a newly
independent India to bring the conflict between the Indonesian Republic
and the Netherlands before the United Nations Security Council.

180

A NEW ERA OF ENGAGEMENT WITH THE WORLD

Australia recognised the forces sweeping away colonialism after
World War II. We were bold enough to act to support the emerging
Indonesian Republic. And we did this against the express wishes
of the United States, the United Kingdom and the Netherlands.
Indonesia then nominated Australia to represent its interests on
the 1947 Committee of Good Offices established by the Security
Council. Australia did that diligently and robustly.
Just as Australia has served on the UN Security Council in the
forties, Australia still has a role to play today. That is why we have
decided to seek election to the United Nations Security Council for
the 2013-14 term. Australia played a leading role in drafting those
articles of the UN Charter that deal with the Security Council’s work
and its relationship to other central organs of the UN, such as the
General Assembly. We have a record of long and active engagement
with the Security Council and our wider contribution to the United
Nations places us in good stead to serve again. We are determined to
help address serious global challenges including confl ict prevention,
terrorism and the threat posed by weapons of mass destruction.
We fi rmly believe Australia has much to contribute to the
Security Council. We bring unique perspectives, creativity, energy
and a practical problem-solving ethos. We also bring a wealth of
experience in peace-keeping, confl ict prevention and peace-building.
It is therefore appropriate that we seek a seat at the table of the preeminent international body charged with confronting many of today’s
challenges.

Other UN bodies
Our commitment to renewed engagement with the United Nations
is not, of course, limited to the Security Council. The government
has worked to strengthen our cooperation with, and support for, the
United Nations High Commission for Refugees. I am pleased that
High Commissioner Guterres has accepted our invitation for an
official visit to Australia early next year. I look forward to furthering
our engagement and reinforce Australia’s commitment to improving
the lives of refugees.
We are improving cooperation with the UNHCR to ensure our
increased humanitarian settlement program, one of the three largest
in the world, is used to maximum effect in the international system
of refugee protection. We have also taken wide-ranging measures to
reform Australia’s immigration detention system, reforms welcomed
by the UNHCR as “a very positive step.” As well, the government
increased funding for the UNHCR in the 2008-09 budget to $9.9
million and we will make additional contributions through AusAID’s
International Refugee Fund and the Department of Immigration and
Citizenship’s Displaced Persons Program.
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UN Reform
We recognise that some UN bodies need to improve their
performance. But it is counterproductive and wrong simply to criticise
the United Nations from the sidelines. There is no point just standing
outside throwing rocks at the building. Instead, we need to be
engaged in working hard to build the UN’s capability, responsiveness
and creativity from within.
Australia’s focus in supporting UN reform is on improving the
effectiveness, efficiency and accountability of UN operations. In
this context we welcome and support Secretary-General Ban Ki
Moon’s structural reform efforts, including with the Department of
Peacekeeping Operations and the Department of Political Affairs. We
also want reform to the Security Council, whose working methods
need to improve and whose membership should expand to reflect
the modern world. Again I reaffi rm Australia’s support for India and
Japan for their bids to become permanent members of an expanded
Security Council.

Multilateralism outside the UN
The government’s commitment to reinvigorate Australia’s
multilateral engagement extends beyond UN bodies. We believe
multilateral and plurilateral solutions are essential to many regional
and thematic issues.
The challenge of nuclear proliferation is another issue which can
only be addressed through effective multilateral action. Nuclear
weapons still pose a threat to humanity almost 40 years after the
NPT was signed. There remains a need for real progress towards the
NPT’s objectives. That’s why Australia is establishing, with Japan,
an International Commission on Nuclear Non-Proliferation and
Disarmament, to be co-chaired by Gareth Evans and Ms Yoriko
Kawaguchi, a former Japanese Foreign Minister. Our objective in
establishing the Commission is to reinvigorate the global effort against
the proliferation of nuclear weapons and to seek a recommitment to
the ultimate goal of a nuclear weapon-free world. The Commission
will aim to shape a global consensus in the lead up to the 2010
Nuclear Non-Proliferation Treaty Review Conference and beyond.
In pursuing this, we are very encouraged by the reaction we have
received to date from both nuclear and non-nuclear weapon states.
Pursuing our interests through multilateral fora can be challenging
given the diversity of membership and views. As a result it may not
always deliver the results we want, when we want them.
The recent failure of WTO talks in Geneva to reach agreement on
the Doha Round was a significant disappointment. The government
recognises that the Round still has considerable potential to deliver
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much greater market access for Australian goods and to boost
trade and alleviate poverty in developing countries. The Australian
government is committed to getting the Doha Round back on track
at the earliest possible opportunity. The Round is too important
to be allowed to fail and we are too close to an outcome to let the
opportunity pass without further effort. Australia will continue to
work hard internationally to build support for re-engagement and
conclusion of the Round.

Strengthening ties with regional groupings
Australia also needs to lift its gaze and engage with regions of the
world which we have historically or from time to time neglected. The
government is determined to bring a wider perspective to Australia’s
relations with Africa. Australian minerals and petroleum resource
companies discovered Africa last century and it is time that the
Australian government caught up. We want to broaden and deepen
our engagement with Africa to reflect our growing trade, commercial
and investment links. More than 60 per cent of the United Nations
Security Council’s agenda is focussed on Africa. We welcome the
continuing efforts on the part of the African Union to join with the
United Nations to help address confl icts in Africa. We will support
the African Union as it mobilises its Member States to contribute to
peacekeeping operations, and uses its good offices to mediate in times
of confl ict.
We are working hard to strengthen our relations with Latin
America using both multilateral and bilateral connections. The Prime
Minister, the Trade Minister and I will visit Peru in November for the
APEC Ministerial and Summit meetings. We will use this occasion
to engage more closely with key countries of that continent. In 2009,
Trinidad and Tobago will host the next Commonwealth Heads
of Government meeting, the Commonwealth itself an important
multilateral institution linking Australia and the countries of Africa
and the Caribbean.
Another regional grouping we are committed to strengthening ties
with is the Gulf Cooperation Council. We have a very strong trade
relationship with the grouping. Our merchandise exports were worth
well over $6 billion last fi nancial year. We have excellent education
ties. We look forward to concluding a high quality and comprehensive
Free Trade Agreement with the GCC which will bolster further our
bilateral trade and investment. I visited the United Arab Emirates and
Kuwait in June and spoke to regional leaders there and at the Afghan
Donors Conference in Paris about how we can build on this sound
basis in trade to broaden the relationship. The Gulf is, of course,
an immensely important strategic region and it is appropriate that we
expand our dialogue with the region to reflect this.
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In the critical South Asian region we will engage more deeply
with regional governments following the invitation we received this
month to participate as an Observer to the South Asian Association
for Regional Cooperation (SAARC). Australia will join China, the
European Union, Iran, Japan, Mauritius, South Korea and the United
States as an Observer to SAARC.

Current events
For a moment let me address my remarks to two current events
in very different parts of the world, Pakistan and Georgia.
Pakistan is vital to global security. The Australian government
hopes that, following Mr Musharraf’s resignation, the Pakistan
government will purposefully tackle the country’s security
challenges, which have regional and international implications. In
particular, the Australian government is concerned about militancy
and extremism in Pakistan’s border areas with Afghanistan, which
have a direct and deleterious effect on Afghanistan and the 1100
Australian troops serving there. These security challenges are
immense and require a concerted international effort, in cooperation
with Pakistan, to improve security and governance in these border
regions. Australia, as a friend of Pakistan, stands ready to assist
Pakistan in that task.
Events in Georgia have highlighted the important role regional
organisations can play in mediating where there is confl ict. Australia
has called on Russia and again expects it to honour its commitment
to withdraw its troops immediately and meet fully the provisions of
the ceasefi re agreement. Australia welcomes the work the EU, the
Organisation for Security and Cooperation in Europe, the OSCE,
has done to bring Russia and Georgia to a ceasefi re agreement.

A good international citizen
A key aspect of the government’s recommitment to multilateralism
is our strong wish to see Australia speak and act on the world stage
as a good international citizen. As a good international citizen we are
determined to make better use of our considerable prosperity to help
those less fortunate than ourselves. Guided by our commitment to the
realisation of the Millennium Development Goals, we have pledged
to increase our Overseas Development Assistance from 0.3 to 0.5 per
cent of gross national income (GNI) by 2015. This reverses a trend
which for most of the last decade saw Australia’s commitment to
Overseas Development Assistance going backwards.
We are also focused on providing humanitarian assistance in
emergency situations and protracted crises. Again, we cooperate with
multilateral partners in this, including UN agencies, The Red Cross
and Red Crescent Movement and international NGOs. Australia
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provides timely responses as needed in the face of humanitarian crises,
whether it be through fi nancial means, personnel or goods.

Protection of human rights
Another area essential to good international citizenship is the
protection of human rights. We have been active both domestically
and internationally to reclaim a reputation as a leader in the
international protection of human rights.
The Prime Minister’s Apology to Indigenous Australians in
February 2008 was a defi ning moment in Australia’s history and
was recognised as a symbolic and momentous step forward by the
international community. The government has sent a clear message to
the world that Australia is serious about both symbolic and practical
steps towards reconciliation, and committed to addressing Indigenous
disadvantage. The Apology was warmly greeted within the United
Nations, including by the then High Commissioner for Human
Rights, Louise Arbour.
In this sixtieth anniversary year of the Universal Declaration
on Human Rights, the government is also taking practical steps to
strengthen Australia’s engagement with the international human
rights system. The government will extend a standing invitation
to United Nations human rights experts to visit Australia. In July,
Australia became the 30th country to ratify the Convention on
the Rights of Persons with Disabilities. We will soon commence
consultations on whether Australia should also become a party to the
Optional Protocol to the Disabilities Convention.
This year marks the twenty-fi fth anniversary of Australia’s
ratification of the Convention on the Elimination of All Forms
of Discrimination against Women. Again, the government has
commenced the process towards becoming a party to the Convention’s
Optional Protocol. Being a party to the Protocol will enable Australian
women to bring complaints under CEDAW to the United Nations
where domestic remedies have been exhausted.
The government has also begun consultations with State and
Territory counterparts on Australia becoming a party to the Optional
Protocol to the Convention Against Torture. The Optional Protocol
establishes a system of United Nations visits to places of detention
and requires states to establish a domestic mechanism to monitor
detention.

Responsibility to protect
An area
commitment
– or “R2P”.
Summit and

closely related to our strengthened human rights
is the emerging doctrine of “Responsibility to Protect”
The R2P principle was developed at the 2005 World
has been reaffi rmed in 2006 by the Security Council.
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It holds that States are responsible for the protection of their own
civilians from heinous mass crimes such as genocide, war crimes,
ethnic cleansing and crimes against humanity.
Further, it enunciates the international community’s responsibility
to use diplomatic, humanitarian and other peaceful means to help
protect populations. Australia supports the R2P principle and, in this
critical early stage of its development, will support efforts to clarify
the concept and consolidate its authority. Outreach and advocacy
to advance and consolidate the World Summit consensus on R2P is
a priority at this stage. Accordingly, the government has affi rmed
Australia’s support for the New York-based Global Centre NGO that
will work to move R2P from principle to practice. The government is
also keen that Australia continue to support, develop and advocate the
R2P principle. Australia is fortunate to have a range of institutions,
individuals and NGOs who are very committed to the principle and
who can contribute to its development.
I therefore announce tonight that the government will establish
a $2 million Responsibility to Protect Fund, to be administered by
AusAID, which will underpin work in Australia on the concept. The
fund will be available on a competitive basis to institutions, NGOs
and individuals in Australia, for projects or research which will
materially contribute to making R2P a reliable factor in international
crisis handling. R2P remains an emerging area of normative growth
and the government is determined that Australia remains committed
to making the principle central to confl ict prevention and resolution.

Conclusion
By reinvigorating Australia’s role in the multilateral system,
Australia is acting in its long term national interest. Only by
cooperating with other States in regional and multilateral frameworks
can we address the pressing challenges that span borders and threaten
us all.
Working within these systems can be difficult. Many of them were
established at a time when the challenges we face today were simply
not envisaged. But the government is prepared to help these systems
rise to new challenges. We believe this to be the only realistic option,
and why Australia must be central to these efforts, reflecting the
government’s determination to place Australia on a new international
footing, engaging with the world in a new era.
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Greig Gailey

The Rudd Government plans an Emissions Trading System
(ETS) by 2010 that will impose a cap on emissions of
greenhouse gas. Large emitters such as manufacturers and
electricity generators will need to buy permits from the
government for their emissions. This will put a price on
carbon, creating economic incentives for emissions to be
reduced. Permits can also be traded. The Business Council
of Australia has expressed concerns about the effect of such
an ETS on companies with international competitors that
do not face similar cost imposts. To give the BCA’s view on
the government ETS proposal, BCA President Greig Gailey
addressed The Sydney Institute on Wednesday 27 August
2008.

THE SYDNEY PAPERS WINTER 2008

187

THE GREAT CLIMATE
CHANGE CHALLENGE
GREIG GAILEY
The design, passage and implementation of a national emissions
trading scheme is the single most important decision the Rudd
Government will make in its fi rst term.
This is an incredibly complex problem, with many difficult aspects.
For instance, Ross Garnaut, in his report, rightly described the
dilemma of emissions-intensive, trade-exposed industries, or EITEs,
as a “truly dreadful problem”. I would suggest that on a broader scale
the implementation of an emissions trading scheme also constitutes a
grisly political problem for a government of any persuasion.
The Business Council of Australia (BCA) is committed to helping
the government devise an effective emissions trading scheme. To do
this, we need a frank discussion of how to deal with and minimise the
real costs which an emissions scheme will impose on the economy.
We are committed to the principle that business should bear
some of the burden of that scheme. We are committed to fi nding
opportunities for innovation and new business opportunities.
Last week the BCA released a report titled Modelling Success. I
don’t intend to go through the detail of this report this evening. For
those of you who would like to read the report it is available on the
BCA website.
Although this report was generally well received, and well received
by the government, it was regrettably seen in some quarters as big
business yet again being negative and failing to assist Australia to
address the challenge of climate change.
We don’t see ourselves as qualified to have an independent view
of the science of climate change one way or another. It is rightly the
prerogative of government to determine this based on the weight of
scientific evidence. And it is their view that the weight of scientific
evidence says that global warming is a problem, a global problem. A
global problem which Australia must take its part in addressing.
Let me state clearly and unequivocally, yet again, that the BCA
does not oppose the government’s intention to address climate change.
The BCA wants to play its role in assisting Australia to do this.
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It is accepted that Australia alone cannot solve the problem of
global climate change. We account for just 1.6 per cent of global
carbon emissions. What we can do, however, is take a position which
will influence the global debate. We can be amongst the fi rst movers.
We can show the world that it can be done. We can show the world
that it can be done without unduly harming our economy. This, to my
mind, is the real prize, for Australia – to be a role model for others to
follow.
In July the government released its Green Paper which provided
the fi rst real detail of how Australia would do this. The government
intends to introduce an emissions trading scheme which it has called
the Carbon Pollution Reduction Scheme (or CPRS for short). The
BCA fully supports this intention.
The CPRS is designed to incorporate the negative societal costs
of pollution into the price of the energy which we generate and use.
Hitherto this pollution has not been costed or priced into the energy
we use. By factoring the cost of this pollution into the energy we use,
we will be motivated to both constrain our use of energy and produce
that energy from less polluting sources. The government proposes,
and the BCA supports, that this pollution will be priced by way of
charging for every tonne of CO2 that is emitted to the environment.
Every tonne of CO2 emitted to the environment will require the
purchase of a permit from the government.
In doing this – at least for the next decade until technology
advances beyond where it is today – we will be making the energy we
use more expensive. The greater the price we charge for permits, the
more expensive that energy will be.
These costs will by defi nition be passed through to consumers.
Business has no capacity to magically absorb unlimited cost increases
due to emissions trading, any more than it does to absorb any other
substantial cost increase. A high enough cost increase will wipe out
profits, leaving a board with no alternative but to close the business.
A smaller cost increase may still lower profits so far that the business
activity has to shrink dramatically.
In a perfect world, if Australia were a closed economy and had
no interaction with the rest of the world, emissions trading could
theoretically, in the very short term at least, be a zero sum game
– provided that the government were committed to returning to the
community all of the revenue it generated from selling permits. The
government is indeed committed to returning all of the revenue it
raises from selling permits; however, we do not live in a perfect world.
There are a number of reasons why the amount of money returned
to the community will fall short from that collected from the sale of
permits.
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Firstly, there is the issue of churn. That is to say, there are costs
associated with both collecting and returning the monies. Secondly,
the government has indicated that it desires to see some of this money
invested to encourage the research and development that is needed to
develop presently immature low-emission technologies such as solar,
biomass and carbon sequestration.
There is also the issue of the implementation of these low-emission
technologies which reduce emissions but, at least in the short term,
push up real costs. Electricity generators will need to make the bulk
of these investments if Australia is to achieve its desired emissions
reductions. To enable them do this, they almost certainly will require
transitional assistance. The government acknowledges this and agrees
that assistance will be needed.
Lastly there is Ross Garnaut’s “truly dreadful problem”, the vexed
and difficult issue of the EITEs. This group of companies either
sell the bulk of the goods they make to consumers outside Australia
where for the immediate future, they will face competitors who do
not incur a carbon cost, or compete with imports manufactured in
countries where carbon is not priced. This latter dimension is an
important aspect since it considerably widens the number of industries
categorised as EITE. Either way, these companies do not have the
capacity to pass on the higher cost arising from pricing carbon to their
customers. The government also acknowledges that EITEs will also
need to be assisted if they are to remain in business.
As you can see there is already a substantial claim on the monies
that will be raised from the sale of permits. And I have not included
the 1.5 billion dollars of permit revenue that will be required to
offset the loss of excise revenue in the fi rst year as a result of the
government’s decision to give cent for cent relief to motorists to offset
higher petrol and diesel prices.
Collectively, the monies used for these purposes reduce the
amount of money that is available to return to domestic consumers,
particularly low-income or other vulnerable groups. The less money
that is available to return to domestic consumers, the more direct cost
they bear as a result of the introduction of the CPRS.
Let’s be realistic at this point and openly acknowledge that
domestic consumers are also voters. And it is likely that there are
limits to the fi nancial pain that these voters will bear. Hence my early
categorisation of this as a grisly political problem for a government of
any persuasion.
This is the crux of the problem that we are wrestling with.
Regrettably, I fear that, as is usually the case, the debate is likely to
focus on who bears what share of the pain rather than standing back
and reminding ourselves what we are trying to do and how much
we are prepared to pay for it, which is the real debate we should be
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having. The debate about how far and how quickly do we want to
move ahead of our global neighbours and how much are we prepared
to pay to do so.
A debate which we should have with our eyes open and with a full
understanding of the costs involved.

The BCA Report
Last week’s BCA report was designed to help us to understand
how well the mechanisms proposed in the Green Paper to assist
EITEs and the electricity sector during the implementation of the
CPRS would work in practice and to understand if the government’s
objectives were likely to be achieved of:
• Reducing Australia’s greenhouse gases
• Continuing to have a strong Australian economy
• Making Australia a global role model.
The BCA report provided data that has not previously been
available to either government or organisations like the BCA. The
report detailed the results of a study that the BCA commissioned
from Port Jackson Partners (PJP) to understand the impact
of the government’s CPRS on both the electricity sector and
emissions-intensive, trade-exposed businesses. he study covered 14
representative Australian companies in 12 industry sectors. This is the
fi rst major study which looks at real companies and evaluates the real
fi nancial implications of introducing the CPRS. We are confident that
the impact on these 14 case studies would be repeated for many others
across each of their sectors.
How much assistance do these sectors need if we are to avoid
unduly damaging our economy? If we choose to constrain assistance
to these sectors such that we damage our economy we are simply
disguising the real cost of our decision to be a fi rst mover in
addressing climate change. In so doing we will also likely fail in what
I still believe should be our primary goal – to be a global role model.
Others will hardly be likely to follow us if they see that the price is an
impaired economy. Let’s look at the issues this work throws up.

Emissions-intensive, trade-exposed businesses
EITEs represent and important part of the Australian economy.
Many of the goods we make and sell to the world “to earn our keep”
are energy intensive, that is, they use a lot of energy. They are also
globally traded goods whose price is set by the lowest-cost producers
– wherever they may be. This is true of both companies who export
the goods they make in Australia and for companies who manufacture
and sell locally but sell in competition with imported goods where the
price is set by the cost of the import.
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Broadly speaking, EITE industries account for 51 per cent of
Australia’s export earnings and employ up to 1 in 10 or around
924,000 Australians. They are a very important part of our economy.
Generally speaking they are in sectors where Australia has a
competitive advantage. Most of these companies are price takers and
do not have the ability to pass a carbon cost onto their customers.
This means that they will directly bear the increased costs arising
from the CPRS.
Our research shows that at carbon price of $20 per tonne without
any compensation, these companies will be severely impacted with
a median 27 per cent reduction in EBIT. Additionally, the cash
flow impact on almost a quarter of the 14 would be so severe that
they would have no choice but to close. As I have already said, the
government recognises that some compensation must be given.
However, even with compensation the compensation proposed in the
Green Paper with around 20 per cent of permits being provided free
to this sector, the impact is still so severe that:
• three of the companies would have to shut.
• four will fundamentally review their operations to remain viable
after losing between 32 per cent and 63 per cent of their pre-tax
earnings.
• The rest will take immediate action to reduce their costs.
• Many potential investments will not take place.
This impact is exacerbated by some aspects of the design of the
government’s proposed compensation mechanism which is based on
tonnes of CO2 per million dollars of revenue. This mechanism exposes
companies to the full price risk and greatly increases the impact on
their profitability as the carbon price rises. For example if a company
is required to buy 50,000 permits, the cost of those permits doubles
if the price of carbon is set at $40 rather than $20 per tonne with no
change in its revenue.
However, even if these distortions are removed and assistance
were to be provided on the basis of some measure linked to
profitability, such as value add as the BCA has suggested, as research
still shows that at carbon prices above $20 per tonne, the level of
assistance required to assist EITEs becomes sufficiently large so as
to leave the balance available to compensate consumers outside of the
Government’s comfort level.
So why not just constrain the assistance offered to them? Why
should we care if EITEIs fail? As some have pointed out, they are
after all heavy polluters and would the world not be better off without
them? We should care for a number of reasons.
Australia would lose valuable export earners. EITEs account
for 51 per cent of Australia’s exports. Jobs and investment will
be lost. I might also add that a number of these industries are

192

THE GREAT CLIMATE CHANGE CHALLENGE

located in regional centres where the opportunities for alternative
employment will be limited and the effect on working families could
be devastating.
We would also be destroying many industries which we have a
natural competitive advantage. Any expert in international trade
will tell you that it isn’t easy creating export industries in which you
enjoy a natural advantage. With a common price for carbon and level
global playing field these industries Australia would continue to have a
competitive advantage in many of these businesses. Their competitive
disadvantage is therefore most likely to be only temporary
These industries produce important economic inputs like steel,
aluminium, petrol. Our economy is unlikely to prosper without these
goods. Without local production we will be forced to import unless
the government moves to restrict imports which I believe would be
highly unlikely. Increased import demand will likely lead to increased
production offshore. Given the region of the world in which we
live, imports are likely to come from less developed countries with
considerably less rigorous environmental standards that do not yet
price carbon. Similarly the good Australian EITEs export are likely to
be replaced by expanded production in these same countries.
Since the goods concerned will still be manufactured, this will
not reduce global emissions. On the contrary there is a reasonable
argument that it will increase them. Under these circumstances,
Australia would achieve its emissions reductions by simply exporting
them offshore. This is what is known as carbon leakage.

The electricity sector
The electricity sector faces a different problem to EITEs. Power
generation is the single largest emitter of CO2. Any significant
target to reduce CO2 will require fundamental change in the sector.
New low emission sources of electricity generation will need to be
added to meet increased demand and to substitute for current coal
fi red generation. The combination of this growth and substitution
requirement means that a 10 per cent reduction in emissions by 2020
in fact represents a 34 per cent reduction on the business as usual
case. This is a big ask in investment terms and would require the
industry to invest something like $4 billion each and every year in the
decade after 2010. This is considerably higher than the Industry has
managed in recent years.
Much of this investment would be required in gas generation and
this in turn would require the development of new gas fields. Wind
power would likely have to increase sixfold and there would need to be
investment in emerging and still immature technologies such as solar.
All of this would have to take place against a background of significant
upheaval where existing coal fi red generators, and particularly brown

THE SYDNEY PAPERS WINTER 2008

193

coal fi red generators, would see significant diminution in the value of
their existing investments. Depending on the carbon price there is the
prospect for some coal fi red generators that asset impairment would
be so severe as to render them insolvent. The higher the carbon price
and the more severe the emissions reduction the more problematical
the position of the electricity generators.
The BCA has not put a specific proposition on the table as to
what assistance should be offered to electricity generators. We simply
point out that what is being asked of them is huge. Without some
assistance it is highly unlikely that the new investments required to
migrate to low emissions generation will occur and there is a very real
risk that supply disruption will occur as coal fi red generators struggle
fi nancially.

Treasury modelling
In October we can expect to receive the results of the economywide econometric modelling being done by Treasury. Ross Garnaut
will also provide some modelling when he releases his fi nal report in
September. Without wishing to pre-empt the results of this modelling,
I would like to highlight a significant difference between the BCA
modelling and that this is likely to emanate from Treasury. Because
of its longer term, Treasury modelling will likely smooth the short
term dislocations of industry restructuring. It will likely assume that if
Australia looses a number of EITEs as a result of the introduction of
the CPRS, new industries will rise up to replace them. There is indeed
an element of truth in this. However we should not make light of the
very real hardship that such restructuring would involve nor should we
lose sight of the fact that we would be restructuring out of industries
where Australia currently has a competitive advantage and would with
a global price on carbon continue to have a competitive advantage.
Just in case you think I am advocating a free ride for Industry,
let me make it clear that there is nothing in the BCA submission that
suggests that Industry should not share some of the costs associated
with the introduction of a CPRS. On the contrary, the alternative
mechanism which we have proposed for assisting EITEs would see
them incur a median reduction in EBIT of between six per cent and
nine per cent if they were not able to fi nd offsetting cost or efficiency
improvements. This is not an inconsequential contribution.

Bipartisanship
Let me make one fi nal point before I sum up. I said earlier that the
introduction of the CPRS was the single most important decision that
the Rudd Government would make in its fi rst term. It is probably the
most significant economic decision any government will have made
since the introduction of the GST. As such the BCA believes that
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it must be a bipartisan decision. Uncertainty is the great enemy of
investment. Business needs certainty, particularly with regard to such
major issues as the CPRS. If investors judge that the CPRS is going
to be materially altered if and when government changes hands, they
will likely defer or abandon their investment plans.
The BCA implores the government and the opposition to work
together constructively on the design and implementation of the
CPRS. The impact of the CPRS is just too great for us to be at the
mercy of party politics. We ask both parties to forswear opposition for
opposition’s sake.
This may seem a big ask. But it is precisely what has happened
for a number of years in Australia with respect to monetary policy.
Both major parties have effectively agreed to create a climate of
predictability with respect to prices and interest rates. The payoff
from monetary bipartisanship has been lower inflation for all
Australians over the past 15 years. The payoff from emissions policy
bipartisanship will be a stronger Australian economy.

Conclusion
Let me now quickly sum up the key points of what I have been
saying.
We believe that open and realistic community discussion of the
task in front of us can lead to an emissions trading model that many
other nations can follow. There is much common ground between the
government and the BCA in relation to Australia’s intention to address
the climate change challenge. The BCA supports the government’s
intention to introduce an emissions trading scheme, the CPRS.
Both the BCA and the government agree that industry much
assume part of the burden in doing this. However, both the
government and the BCA agree that some assistance will need to
be given to EITEs and the electricity sector during the transitional
period. The BCA research reveals that the proposed assistance
mechanisms as detailed in the Green Paper will produce a number
of severe and unintended consequences. The BCA has proposed
alternatives which will mitigate these impacts and achieve the
intended objectives.
Depending on the price of carbon that is set and the speed at
which we move towards the 2020 target – i.e. the emissions reduction
trajectory that is set – it is likely that constraining assistance to EITEs
at 20 per cent of permit revenue will not prevent carbon leakage thus
damaging the Australian economy and failing to achieve reductions in
global emissions if the carbon differential between Australia and its
competitor nations exceeds $20 per tonne.
However, as the government rightly points out, every dollar or
assistance it gives to EITE businesses that is one dollar less it has
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to give to consumers. Consumers are also voters. The higher the
differential between the price of carbon in Australia and competitor
nations, the greater the problem.
This is the grisly political problem for a government of any
political persuasion I referred to at the beginning of this talk. There
is a very real cost associated with moving too far and too fast ahead of
our global competitors. That is not to say that Australia should not do
so. The extent to which we should do so is rightly a decision for the
government to make.
It must however be made in full recognition of the costs of doing
so. It would be foolish to pretend that business, and in particular
EITEs have some magic capacity to bear the costs of doing this. They
do not. The BCA research shows clearly that faced with such a severe
fi nancial penalty they will simply migrate offshore with the loss of
Australian jobs and investment with no reduction in global emissions.
Such an outcome cannot be in anyone’s interest.
The BCA has proposed two solutions which would both allow
Australia to move to a more demanding emissions regime once a
world carbon price was in place. Both solutions would retain all
the fundamentals of the government’s scheme – a scheme which is
fundamentally well-designed.
The BCA believes that Australia must debate its intentions openly
and honestly with full recognition of the costs involved and make
its decision in the full knowledge of the costs that the community is
prepared to accept. To do otherwise will likely see us with a CPRS
which both fails to achieve its objective and damages the Australian
economy.
On the other hand done properly the CPRS can succeed and be a
true role model for others to follow. Business has a critical role to play
in achieving just such an outcome and it wants to play that role
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