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Introduction 

The Industry Commission produced its draft 
report in late September 1993. It met with ex¬ 
treme hostility and vituperation among many 
unionists and members of the Labor Party. The 
report was construed as an attack on the work¬ 
ing conditions of people living in locations al¬ 
ready suffering from weak economic conditions 
and relatively high unemployment. There was 
also a feeling that the report’s recommendations 
placed too much of the burden of structural 
change on low income earners, who are gener¬ 
ally the victims of circumstance, and insuffi¬ 
ciently considered such matters as poor quality 
management and the rights of individuals to live 
in communities where they experienced strong 
social ties. 

Yet, much of the logic of the draft report seems 
irrefutable when each of the eighteen main rec¬ 
ommendations is considered either separately or 
as a package. There is a real risk that many 
sensible ideas could be thrown out as a conse¬ 
quence of the report being branded with the 
perjorative right-wing economic rationalist 
label. 

This article offers brief comments on what I 
take to be the key recommendations. My re¬ 
marks represent my own analysis of the situa¬ 
tion and are likely to arouse dissent in many 
quarters. Disagreement is the reader’s preroga¬ 
tive, and I am quite happy to field any brick¬ 
bats thrown in my direction. Indeed, I welcome 
any communication on my remarks. Section 
numbers refer to the relevant part of the report. 
The recommendations are numbered in the se¬ 
quence in which they appear, and those about 
which I do not comment are listed at the end for 
completeness. 

1 The Commission considers that greater 
recognition needs to be given to the particular 
conditions faced by workplaces in different re¬ 

gions when enterprise bargaining is undertaken. 
This would best be achieved under a system 
with: 

• no restrictions on the terms and conditions 
covered by enterprise agreements (other 
than general minimum employment 
standards); 

• freedom for employees to choose who may 
negotiate on their behalf at the workplace. 
(Section 4.5) 

To be blunt, the IC is effectively saying that regions 
with high unemployment need to cut their wages and 
conditions if they are to compete effectively with more 
prosperous localities. Furthermore, the main 
impediment to this lies with centralised wage fixation 
mechanisms which tend to create excessively uniform 
conditions. 

There are two things to be said in favour of this proposi¬ 
tion. First, many labour market analysts are now con¬ 
vinced that the main causes of high unemployment in 
particular regions are excessive wages and their down¬ 
ward inflexibility in times of economic stress. Secondly, 
it is probable that the cost of living in many non¬ 
metropolitan regions is lower than in our capital cities. 
This reflects lower housing prices and shorter journeys 
to work. Of course, the price of food and many 
consumer goods is often higher in regional Australia and 
will off-set some of the housing and transport savings. 

2 The Commission supports the 
Commonwealth Government’s intention to re¬ 
view the costs and benefits of the superannua¬ 
tion guarantee charge for casual and itinerant 
employees. The review also should examine the 
scheme’s effects on employers of such labour. 
(Section 4.3) 

The Commonwealth’s ‘super’ policies are, however 
laudable their general thrust, doubtless expensive to 
implement for employers of casual and itinerant 
workers. As such they constitute a tax on labour and a 
potentially important block to job creation. This could 
be a serious problem in rural areas which traditionally 
employ many workers of this type. However, the size of 
the problem may prove less than expected if workers 
become self-employed and contract out their labour. 

3 The Commission considers that social 
security arrangements, in conjunction with the 
tax system, are exacerbating problems of 
regional unemployment and recommends that 
the Commonwealth Government's Committee 
on Employment Opportunities examine these 
influences on unemployment and propose ways 
of dealing with them. (Section 4.2.5) 

and 
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4 The Commission recommends that the 
Commonwealth Government maintain and 
enforce those provisions of the Social Security 
Act that aim to discourage people moving to 
regions with lower job prospects. (Section 5.5) 

There is indisputable evidence that Australia's current 
social security system can offer a pleasant lifestyle for 
the permanently unemployed. Attractive coastal resorts 
like Byron Bay or Airlie Beach or small rural service 
centres offer the prospects of cheap living in congenial 
surroundings. The incentive to find work in such places 
is relatively limited. One might legitimately ask if it is 
fair that tax-payers should have to support such 
lifestyles. 1 personally think not. 

Recommendations 3 and 4 imply that social security 
payments should be tied more closely to serious 
attempts to find steady employment. This may be 
unpalatable for many communities, especially in rural 
and resort areas. These areas frequently depend on social 
security transfers to under-pin local business and to 
provide sufficient demand to keep schools and hospitals 
open. These recommendations, if implemented, may 
well accelerate the decline of many places. 

They also raise the intriguing issue of the extent to 
which people deserve to be able to live at a reasonable 
standard of living wherever they choose. Few would 
question this right in the case of Aborigines. This is be¬ 
cause their culture and consequent quality of life is inex¬ 
tricably tied to particular places. But what of the older 
unemployed who have lived in a closely-knit 
community all their lives? Should they be forced to 
move to find work? To what extent should tax-payers 
have to support younger people just because they have 
family or cultural ties in a locality and do not want to 
move? Should policy settings be ruled by the ‘bottom 
line' or by ‘compassion’? How much of the latter can 
the nation afford? 

5 Greater flexibility in wages and work 
practices would, apart from increasing regional 
employment opportunities, provide greater 
potential for training and retraining by 
employers and thereby help redress the limited 
skills which are a cause of prolonged 
unemployment for many. (Section 6.3.1) 

and 

6 The Commission considers that DEET 
should assess the suitability of the various 
LMPs in meeting the needs of different regions, 
especially the capacity of smaller regions to 
satisfy program criteria. (Section 6.6) 

These proposals are unexceptional. Skills training has 
long been an accepted recipe for lower unemployment 
and coping with structural change. Training is a more 
attractive investment for business and government where 
wages reflect employees' capabilities and workers have a 

v2.2 

range ol skills that enables tliem to be deployed flexibly. 
However, there are scores of LMPs that are barely under¬ 
stood by, and poorly adapted to, regional communities. 
Some reform in this area seems desirable. See also 
recommendation #15. 

7 The Commission sees merit in State 
Governments, in consultation with local com¬ 
munities, initiating a process whereby the ap¬ 
propriateness of existing local government ju¬ 
risdictions can be publicly evaluated. (Section 
12.3.4) 

See Frank Hurley’s paper in this issue!. 

8 The Commission considers that environ¬ 
mental regulations should be differentiated to 
take into account the circumstances of different 
regions. (Section 7.3.4) 

This recommendation is, of course, anathema to the 
Green Lobby for whom environmental consistency and 
purity tends to be a touch-stone. Frankly, I cannot see 
where the problem is. In many circumstances, people are 
more important than some minor endangered species. 
[As an aside, we seem to have placed the question of 
species survival on an absurd pedestal given that numer¬ 
ous species must naturally become extinct through time. 
Perhaps we should instead be engineering some new 
species genetically to fill niches in this human 
dominated world!] 

Equally, the survival of jobs and the communities that 
depend upon them may hinge on somewhat noxious 
industries that generate negative externalities for those in 
the vicinity. While effective land-use planning might 
ameliorate some of those effects, we should be careful 
about allowing the Not-In-My-Back-Yard (NIMBY) 
syndrome to operate too freely. We all know that 
environmental planning mechanisms are prone to 
capture by quite unrepresentative wowser groups bent on 
preventing industrial or property development. 

1 1 Public infrastructure investments - 
whether in urban or country areas - should 
proceed only after comprehensive cost-benefit 
analysis. There should also be a requirement for 
publication of economic impact statements for 
major projects, to ensure greater transparency in 
the decision-making process. (Section 9.3.2) 

This is blindingly obvious. Given Australia’s debt and 
shortage of investment capital, it is verging on the 
criminal to commit funds to ‘visionary’ but highly risky 
projects without detailed and conservatively pitched ap¬ 
praisal. Unfortunately, generations of regional boosters 
think otherwise. For many of them, economic salvation 
is seen to lie with this or that road, railway or dam mer¬ 
cifully funded by some mug tax-payer located elsewhere. 

Don't get me wrong. I'm all for vision. But somehow it 
has to be grounded in efficiency and reality. 
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I 3 The Commission recommends that where 
closures or downsizing of social infrastructure 
facilities within regions are being contemplated 
by State governments, the local community 
should be given the option of contributing 
directly to maintain the facilities. (Section 
9.4.2) 

This is likely to generate howls of outrage from affected 
communities on the grounds that they shouldn't be ex¬ 
pected to pay more than most for basic social infrastruc¬ 
ture services. However, this proposal strikes me as a 
good idea for two reasons. It will bring home savagely 
the high cost of running essential services in some 
smaller and remote communities. It will also force 
governments to open their internal management and 
accounting processes to closer public scrutiny. 

As in item 11 above greater transparency in public 
decision-making could be an important bonus. Anything 
that leads to the more efficient and effective allocation of 
resources is generally welcome. 

1 6 The Commission found that data on the 
regional incidence of many labour adjustment 
assistance schemes was not forthcoming, and 
considers that such data should be collected and 
made available as a matter of course. (Section 
11.4) 

I couldn't agree more. There is woefully inadequate re¬ 
gional research in Australia. It is therefore difficult to as¬ 
certain adequately regional policy’s effectiveness. Yet 
this task is crucial in discovering if we have defined the 
problem accurately, understood the causal processes at 
work, selected the right policy instruments, or imple¬ 
mented them effectively. In the absence of such analysis 
there is a real risk of tossing public money down a 
financial black hole. 

1 7 The Commission considers that, where 
governments seek to sustain population in par¬ 
ticular regions, there are advantages in ap¬ 
proaches designed to make the regions con¬ 
cerned more attractive to capital generally, 
rather than sponsoring individual firms to locate 
there. (Section 12.3.2) 

I think that this perspective applies more at the 
Commonwealth and State level where a lack of local 
knowledge makes 'picking winners' especially haz¬ 
ardous. Local development agencies are much more 
likely to be dealing with individual businesses. 
Philosophically I'm very attached to the idea of getting 
the ‘big picture' right and creating an attractive invest¬ 
ment climate nationally. 

1 8 The Commission recommends that any 
Commonwealth programs directed at regional 
development be carried out in consultation with 
the States, which could also have greater re¬ 
sponsibility for their delivery. (Section 12.3.3) 

This is a wise position, and not just for the reason that 
the Constitution allocates the States responsibility for 
the development of their territories. The States should 
have a more accurate assessment than the 
Commonwealth of their strengths, weaknesses, opportu¬ 
nities and threats. These vary greatly across the conti¬ 
nent. I am also a proponent of ‘competitive federalism'. 
The clash of state interests is positively beneficial in 
many respects. It sharpens government administration; it 
tosses up more ideas and potential solutions to our 
problems; it aids fiscal and budgetary conservatism; it 
speeds reform; and so on. 

The remaining recommendations are set out 
below. 

9 The Commission considers that the 
continued regulation of intrastate aviation and 
coastal shipping are impediments to regional 
adjustment and development. It reaffirms its 
support for the termination of the policy of 
cabotage for coastal shipping. (Section 8.2) 

10 The Commission is of the view that 
income tax zone rebates are preferable to FBT 
concessions in allowing for differences between 
remote and non-remote regions. However, on 
their own, the amounts available under the 
present system of income tax zone rebates are 
insufficient to compensate residents of remote 
regions for the lower levels of government 
service provision. (Section 8.5.1)* 

12 The Commission recommends that where 
there is genuine excess capacity, the valuation 
of assets should be reviewed and infrastructure 
services priced accordingly. Where two-part 
tariffs are in place, a policy that seeks to reduce 
access charges in order to attract new 
consumers would be preferred. (Section 9.4.1) 

14 The Commission recognises that such 
issues are much broader than the scope of this 
inquiry, but urges that the Commonwealth 
initiate a program of assessing specific options 
aimed at transferring additional revenue-raising 
capacity to the States (with commensurate 
reductions to Commonwealth taxes and grants 
to the States). (Section 10.2.3) 

1 5 Given the proliferation of labour market 
schemes and the substantial expenditure 
involved, the Commission recommends that 
there be an independent public review of their 
role and effectiveness. (Section 11.4)* 
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