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Abstract

The origin of Victoria's public sector reforms:
Policy transfer from New Zealand?
Policy transfer is one possible explanation for how and why the state of Victoria in Australia
adopted strikingly similar public sector reforming policies to those implemented by New
Zealand from the mid-1980s to early 1990s. This case study sought to assess the importance
of policy transfer from New Zealand in relation to other possible explanations for the origin of
Victoria's reforms. The four hypotheses drawn from the policy transfer and policy network
literature to explore the origin of the changes in Victoria are: 1) That the adoption of similar
policies was the result of agents of change responding to a change in thinking; 2) That the
adoption of similar policies was the result of various networks operating between New
Zealand and Victoria; 3) That the adoption of similar policies was the result of multidirectional exchanges involving New Zealand, Victoria and supranational organisations; and
4) That the adoption of similar policies was the result of Victoria copying the legislation
enacted in New Zealand. A range of secondary material and interviews with those involved in
the reforms provided most of the material for this study. The conclusion drawn is that policy
transfer from New Zealand was indeed a salient factor in the adoption of Victoria's public
sector reforms, but was not the only factor. Local factors within the state and a shift in
international thinking were also important facilitators of the change. Credit rating agencies
emerge as an unexpected yet strong influence in the reforms that eventuated in Victoria.

vi
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Chapter 1 - Introduction

1. Introduction
• Background to study
Why do certain jurisdictions adopt policies that are very similar to those of another? How are
these similar policies adopted? Reasons including financial crises and economic imperatives
are offered as reasons why dramatic public sector refonn is needed but this does not explain
the origin of the change. No policy direction is inevitable and the processes by which one
course of action is adopted over another is central to understanding the policy process itself.
An examination of the dynamics involved in policy transfer and the interaction between
agents of change offers one explanation for how and why societies increasingly adopt similar
policies.

In broad terms, policy transfer involves using knowledge about policies or

programmes in use in one jurisdiction in another jurisdiction.

New Zealand and the state of Victoria in Australia offer examples of jurisdictions that have
implemented far-reaching refonns in the public sector. They offer a unique opportunity to
study the process of policy change but have rarely been explicitly linked. New Zealand began
drastically reforming its public sector when the fourth Labour Government was elected in
1984. Victoria implemented very similar reforms quickly after a Liberal-National coalition
led by Jeffrey (Jeff) Kennett came to power in 1992.

That there are similarities in the

legislation adopted by Victoria and the legislation earlier enacted by New Zealand suggests
that policy transfer may have occurred. Others also say that Victoria's refonns bear striking
similarities to New Zealand's reforms or that the Victorian Government was inspired by the
New Zealand model (Boston, 1996: 120; Carlin, 2001: 3; Clark & Corbett, 1999: 51; Scott,
2001: 365; Teicher & Van Gramberg, 1999: 160; Victoria, 1993: ch 4).

The Victorian

Government even stated that "The Government will take the best from the refonn experiences
around Australia and the world as well as learning from the mistakes that have been made.
The end product will be adapted to suit circumstances in Victoria" (Victoria, 1993: ch 5). One
possible explanation for the origin of Victoria's public sector reforming ideas and policies is
that policy transfer occurred between New Zealand and Victoria, and this thesis examines that
possibility.
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• The situation in New Zealand and Victoria
New Zealand

In 1984 a Labour Government led by David Lange ousted a National Government led by
Robert Muldoon, who had been in power since 1975. This election signalled a fundamental
shift in attitudes towards government and was demonstrative of the public's dissatisfaction
with the Muldoon Government's performance.

Essentially, the intellectual and political

consensus that underlay post-war New Zealand had collapsed (Schick, 1996: 13). The new
Government exploited a perceived fiscal crisis to push through its radical reform agenda. The
extent to which this "crisis" was real, imagined, or constructed may be debated (Goldfmch &
Malpass, 2004).

Labour held power for two terms and had three Prime Ministers. 1 It was responsible for the
first wave of reforms, which were formalised in several pieces of key legislation. The Labour
initiated legislation of interest in this thesis is the State Owned Enterprises Act 1986, State
Sector Act 1988 and the Public Finance Act 1989. Labour was defeated in 1990 by the
National Party led by Jim Bolger. National continued Labour's reformist agenda and the main
Act of relevance to this study that was initiated by National is the Employment Contracts Act
1991.

New Zealand's public sector reforms have been the subject of worldwide attention and the
focus of much international learning (A. Moore, 2001: 323). New Zealand may be seen as one
of a small number of countries that exert a pull as exemplars, attracting a stream of visitors to
examine its programmes (Rose, 1991: 14). Schick (1996: 2) has said that "Measured by their
bold objectives, conceptual basis, reliance on statutes, and speed of implementation, the New
Zealand reforms have been truly remarkable". New Zealand's reforms have received so much
attention that it has become a cliche to say that the New Zealand reforms have been more
radical and comprehensive than those in any other OECD country (Gregory, 2001: 211). Now

1 Prime

Ministers of the fourth Labour Government in New Zealand: David Lange (26 July 1984- 8 August
1989); Geoffrey Palmer (8 August 1989 -4 September 1990); and Mike Moore (4 September 1990- 2
November 1990).

3
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any assertions of the novelty of the New Zealand reforms need to be qualified by
acknowledging that other jurisdictions, such as Victoria, claim to have gone further than New
Zealand in some areas of reform. For example, it has been said that the "Victorian approach
has emerged as a model to be emulated by other governments seeking to win the approval of
the business sector and international financial institutions and agencies" (Costar & Economou,
1999b: xiv).

Victoria
The Australian Labor Party (ALP) led by John Cain defeated a Liberal Government in 1982,
which had held power for 27 years (Lloyd, 1989: 108). The Cain administration has been
described as a period of ''unspectacular government" that was "cautiously reformist and
management oriented" (Economou, Costar, & Strangio, 2003: 173-174; Lloyd, 1989: 108;
Parkinson, 2000: 62; Wright, 1992: 224). However, the Labor Government undertook quite
substantial institutional reform.

These reforms impacted on the State's constitutional,

financial, and electoral systems (Economou et al., 2003: 181). Despite the progress made on
Labor's cautiously reformist agenda, its claims of economic and administrative competence
came to be questioned, especially on issues of debt and increasing taxes (Wright, 1992: 231).
Financial revelations involving the Victorian Economic Development Corporation (VEDC),
the Victorian Investment Corporation (VIC), Tricontinental Holdings (State Bank of Victoria)
and the Pyramid Building Society adversely affected the Labor Government (Economou et al.,
2003: 172-173).

Cain resigned August 10 1990 and Joan Kirner became Victoria's first

female premier (Wright, 1992: 234-5).

Under Kirner, Labor continued to promote what it called "efficiency" in a fundamentally
interventionist way (Economou et al., 2003: 174). Labor recognised a need to downsize its
administrative structure but despite all its efforts, Labor came to be seen as "fiscally reckless
and beholden to radical elements in the Trade Hall" (Economou et al., 2003: 174). The State's
debt continued to grow and proposed job cuts in the hospital and public transport sectors
prompted industrial action (Shamshullah, 1992b: 229-30).
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In 1992 Jeff Kennett made his third attempt to lead the Liberal party to victory. This time his
Liberal-National coalition won convincingly. Kennett's Government was ready to act with a
legislative package that would transform the public sector. Shortly after election in 1992 three
major pieces of legislation were passed: the State Owned Enterprises Act, the Public Sector
Management Act, and the Employee Relations Act. In 1994 the Financial Management Act
was passed. Victoria's use of legislation to bring about change in the public sector and
improve the State's financial position was remarkably similar to New Zealand's approach to
its reform programme.

Historically, the Victorian public sector had been the "core of

Victorian politics" (Wright, 1992: 224). This notion was radically attacked when Kennett's
Government embarked on its reform programme. Like the New Zealand Labour Government
(1984-1990) and subsequent National Government (1990-1996), the Kennett administration
served two terms. Kennett's Government was narrowly defeated in 1999 by the Labor Party.

Although New Zealand's reforms were initiated by a Labour government, for most of its time
in office the Kennett Liberal-National coalition in Victoria was in power at the same time as
the National Party in New Zealand, which was of a similar political orientation. The National
Party in New Zealand lasted in office until December 1996, after which a National coalition
government continued with similar policies.

• Aim and scope of study
The aim of this thesis is to elucidate whether policy transfer occurred in the case of New
Zealand and Victoria, and if it did, how does one jurisdiction adopt policy ideas and policy
tools similar to those of another jurisdiction? The focus is on the spread of policy ideas and
this thesis does not attempt to assess either the detail or the success of the reforms. Even this
narrow focus requires analysis of the process at multiple levels and reveals numerous
variables. As such, "the study of policy transfer has a truly multi-disciplinary character"
(Evans & Davies, 1999: 361).

Chapter 1 - Introduction
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• Research strategy and methods
Introduction

This thesis is a case study which uses qualitative methods to investigate policy transfer as a
possible explanation for how one jurisdiction adopts policy ideas similar to those of another
jurisdiction. After selecting this case study an initial literature review was conducted and
hypotheses were formulated, which provided a starting point for data collection. Interviews
were a key source of primary research material together with legislation, archival documents,
Hansard records, newspaper articles and the personal library documents of an interviewee.

Case study

This case study of Victoria and New Zealand aims to improve our understanding of the
process of policy transfer in public policy making. The selection of this case study can be
justified according to Bennett's (1991a: 38) criteria for the selection of a policy transfer case
study. First, there must be evidence of a clear innovator whose innovation is used in one or
more other countries (Bennett, 1991a: 38). New Zealand is clearly the innovator in this case
and was at the forefront of dramatic public sector reform. It is proposed that New Zealand's
innovations were used in Victoria. Second, for policy transfer to have occurred it must be
clear that the same programme experience is being utilised (Bennett, 1991a: 38). The most
obvious indicator of this is the legislative similarities to be discussed in chapter four. Third,
Bennett (1991a: 38) says that there must be some convergence of concern. New Zealand and
Victoria faced similarly perceived problems and these will be outlined at the end of chapter
two and in chapter three.

Other points to consider in adopting the case study approach include: choosing a significant
case; choosing a case that is complete; considering alternative perspectives; and choosing a
case study that displays sufficient evidence (McNabb, 2004: 368-9).

New Zealand and

Victoria are significant cases as both adopted what were considered to be far-reaching and
drastic reforms at the time of implementation. The pace, scope and magnitude of the changes
introduced by the Kennett Government have been described as "staggering" (Tulloch, 1995:
454). The "case" is complete in that a fixed time period is examined. This time period spans
from the election of the Labour Government in New Zealand in 1984 until the end of the
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Victorian Liberal-National coalition's time in office in 1999. Alternative perspectives, such as
the way in which conditions for reform are set up, are considered in conjunction with the
policy transfer hypotheses. The case study is able to display sufficient evidence due to the
range of primary and secondary materials used.

The framework used to conduct this study involved: framing the case, operationalising key
constructs, defining units of analysis, collecting the data, analysing the data and reporting the
findings (McNabb, 2004: 362-8). The case was framed by formulating a research question
and hypotheses from the policy transfer and policy network literature. Key constructs were
operationalised by defining key terms (chapter two) and identifying limitations. One such
limitation in conducting a case study is a reliance on secondary accounts of policy change.
May (1992: 349) says that secondary accounts "rarely provide detail about the relevant policy
elite's causal reasoning about a policy problem or solution, often lack explanations for the
choice of particular policy objectives or instruments, and are sketchy about different
advocates' political strategies". Primary material from interviews is used to lessen the impact
of this problem. Further reading identified key units of analysis that act as channels to
transmit policy ideas and programmes. These units include: individuals as agents of change
(including ministers, officials, academics and consultants); think-tanks; trade and business
interest groups; supranational organisations; and, written material. Policy networks are also
particularly important as they highlight the links between the other units of analysis. Data was
collected from primary and secondary sources. The most important of these sources were
interviews.

Interviews

The use of interviews is appropriate in this case as they help reveal the "actor's perspective"
(Silverman, 2004: 343). futerviews were carried out in New Zealand and Australia with
former ministers, officials, consultants, academics and practitioners, who were involved in
formulating and implementing the new policies and programmes in both jurisdictions.
According to Bennett (1991 b: 223), confirming the occurrence of emulation requires sufficient
background information on the key participants and the origin of their ideas. The interviews
carried out for this thesis were conducted with this in mind. It must also be acknowledged that
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"the explicit recognition of borrowing, copying and emulation is ... not something to which
those doing the emulating will readily confess" (Bennett, 1991b: 223).

Preliminary research was conducted to identify individuals who were involved in the reforms
carried out in New Zealand and Victoria.

These individuals were then approached for

interviews. The method used to build a list of interview subjects can be likened to a "minisnowball". Although less rigorous, this is similar to the method used by Goldfinch (1998:
205; 2000: 216-217).

Those approached were asked to nominate other individuals they

considered to have been influential or who have knowledge of the reforms carried out.
Greater effort was made to secure interviews with those who were nominated more than once.
This resulted in a small, largely self-nominated group being interviewed.

Standardised

interview questions were supplemented with more targeted questions relevant to the
experiences and knowledge of each interviewee. These questions were based around the
previously defined ''units of analysis" (see page six). All interviews were carried out one-onone, with the exception of one interview in which two members of the same firm were
interviewed together. The interviews were audio-taped, transcribed, and interviewees were
aware that the material was to be used for an MA thesis.

Each was given the same

information regarding the nature of the interview. Interviewees were given the opportunity to
amend and approve their transcript, or approve the material from their interview to be used in
the thesis, prior to the submission of this thesis.

Interviewees are listed alphabetically in table one on the following page. The table shows
their nationality and the positions they have held that are most relevant to this study. A total
of seventeen people were interviewed in Wellington and Christchurch in New Zealand, and
Melbourne and Sydney in Australia. At the time of the reforms, interviewees held positions
including: government official, minister, academic, private consultant, chief executive of a
state owned/privatised enterprise, senior fellow of a think-tank and executive director of a
business interest group. A fold out version of this table, for ease of reference, can be found in
appendix one. A fuller table of interviews and interviewees can be found in appendix three.
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Table 1 Interviewees
Baxter, Ken (Australian)
•
Secreta,y of Victorian Department ofPremier and Cabinet 1992-1995
•
Chairman Public Service Board Victoria 1992
Briggs, Dr. David (Australian)
•
Assistant Secretary Victorian Department ofPremier and Cabinet 1992-1993
•
Director ofEconomic Reform Unit Victorian Department of Treaswy and Finance 1993-1997
Caygill, Hon. David (New Zealander)
•
Minister of Trade and Indusfly 1984-1988; Minster of Health & Associate Minister of Finance 1987-1988;
Minister of Finance 1988-1990
•
Deputy Leader of the Opposition 1993-1996
Cosgriff, Kevin (New Zealander)
•
New Zealand Treasury 1989-2001 (Seconded to UK budget section 1993-1995)
•
New South Wales Treasury 2001-present
Deane, Dr. Roderick (New Zealander)
•
Deputy Governor Reserve Bank of New Zealand 1983-1986
•
Chairman State Services Commission of New Zealand 1986-1987
•
Chief Executive of the Electricity Cmporation ofNew Zealand 1987-1992
Greig, David (New Zealander)
•
Director Victorian Department of Treasury and Finance
Hart, Rik (New Zealander)
•
Involved with Fisheries in New Zealand (pre-1995)
•
Head ofDepartment ofState Development Victoria (1995-2000)
Kerr, Roger (New Zealander)
•
NZ Treaswy 1976-1986 (includes 3 months with the Industry Assistance Commission 1984-1985, Australia)
•
Executive Director New Zealand Business Roundtable 1986-present
Moore, Des (Australian)
•
Worked in Australian Commonwealth Treasury for 28 years
•
Senior fellow of the Economic Policy Unit at the Institute ofPublic Affairs (lPA) 1987-1996
Officer, Professor Robert (Bob) (Australian)
•
Teaching positions: Melbourne Business School; Wharton School of the University of Pennsylvania; Graduate
School ofBusiness Stanford University; Monash University; University of Queensland; University of Chicago.
•
Chairman Victoria Commission ofAudit 1992-1993 (University ofMelbourne Business School)
Parker, Harvey (Australian)
•
Director General Department Youth, Sport and Recreation (Victoria - Cain Government)
II
First Chief Executive New Zealand Post 1987-1993
Plowman, Sidney James (Jim) (Australian)
•
Minister for Energy and Minerals; Minister Assisting the Treasurer on State Owned Ente,prises 1992-1996
(Victoria); Speaker 1996-1999 (Victoria)
Rae, Jeffrey (Jeff) (Australian)
•
Worked for Ausfl•alian Commonwealth Government for more than 30 years (includes 5 years OECD)
•
2 year assignment New Zealand Treasury early 1980s
Richardson, Hon. Ruth (New Zealander)
•
New Zealand Minister of Finance 1990-1993
•
Public policy consultant 1994-present
Stockdale, Alan (Australian)
•
Treasurer of Victoria 1992-1999
Swier, Geoff (New Zealander)
•
Advisor to New Zealand Minister of Finance 1984-1987 and Minister for State Owned Enterprises 1990
•
Director ofRoger Douglas Associates - consultant to a number of SOEs and government departments 1991
•
Involved with corporatisation of New Zealand hospitals 1992
•
Advised Victorian Government on elecfl'icity and gas industry reform 1993-1999
Walker, Russell (Australian)
•
Commissioner on the Victoria Commission ofAudit 1992-1993
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Of those listed in the previous table Ken Baxter, David Greig, Rik Hart, Alan Stockdale and
Geoff Swier were mentioned more than once by other individuals as someone with whom it
would be beneficial to speak. Other individuals mentioned more than once who were not
interviewed include: Roger Douglas (New Zealand Finance Minister 1984-1988), Jeff Kennett
(Premier Victoria 1992-1999), Chloe Munro (New Zealand Treasury and Victoria Treasury),
John Perham (financial adviser in New Zealand and senior official in Victorian government),
Michael Porter (academic and founder of the Tasman Institute), David Shand (New Zealand
Labour Party MP and Victorian Treasury) and Peter Troughton (British consultant). Attempts
were made to contact these people but interviews were not secured.

The interviews aimed to be active, which involves interactional and interpretive activity
(Holstein & Gubrium, 2004: 140).

This means that at times the interviews became

conversational but care was taken not to lead participants into giving preferred responses. The
aim was to provide an environment conducive to gathering a range of responses within the

desired question set. This type of qualitative interviewing has both strengths and weaknesses.
Positive aspects include the ability to access "the meanings people attribute to their
experiences and social worlds" and its "capacity to produce reportable knowledge" (Miller &
Glassner, 2004: 126, 141 ). Interviews give this study insight into the policy making process
unable to be gained from secondary sources. A drawback to qualitative interviewing is that
interviewees may respond through "the use of familiar narrative constructs, rather than by
providing meaningful insights into their subjective view" (Miller & Glassner, 2004: 127).
This can occur when interviewees are asked to recall past events or are questioned on matters
with which they are not familiar.

Judgements must be made as to the credibility of the

interviewees' responses and caution must also be exercised when interpreting the interview
data. Furthermore, "experience" must not necessarily be equated with "authenticity" and one
must be careful not to mistake what subjects say as a substitute for the observation of what
they do or have done (Miller & Glassner, 2004: 138; Silverman, 2004: 360). It must also be
remembered that interviews can "impose particular ways of understanding reality upon
subjects' responses", which can distort the answers given (Holstein & Gubrium, 2004: 141).

It is undesirable for subjects simply to respond with the answers they think the interviewer
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wants. Despite the weaknesses inherent in any interview process, interviews can provide a
rich source of primary material to complement other sources.

Other material
An examination of the relevant public sector reforming legislation was a key area of primary
research in this study. Government business management, human resource management and
financial management are important areas of public policy. Significant pieces of legislation
were chosen in each of these areas in order to investigate the similarities of the overall
programme adopted. The legislation is discussed in chapter four and first gives an outline of
reform packages in New Zealand and Victoria. The legislation is then discussed in terms of
comments made by interviewees and tables are used to compare the public sector reforming
legislation in New Zealand and Victoria to highlight the nature and extent of the similarities.
Due to the scope of this thesis a detailed analysis of each Act is not provided. In a fuller
investigation it would be useful to take into account drafting styles and legal environments as
the interpretation and application of legislation can be affected by differences in constitutional
background and interpretive styles (Goddard, 2002: 190).

For example, parliamentary

draftsmen in Australia are said to take a more prescriptive approach than their counterparts in
New Zealand (Baxter, 2004: Interview). A more comprehensive study may also compare
legislation from other jurisdictions with that under investigation to determine whether transfer
may have occurred from elsewhere.

Other primary material includes archival material that was accessed at Macmillan Brown
Library at the University of Canterbury. These were documents from past New Zealand
politicians: Ruth Richardson, David Caygill and Sir Geoffrey Palmer. Permission to access
this material was obtained from these individuals and the New Zealand Cabinet Office. Online Victorian Hansard records were searched to source information about the Victorian
legislation discussed in this study.

Relevant newspaper articles were sourced from the

references of other authors and were also found in the archival material examined. It was also
interesting to access the personal library of Des Moore, past Senior Fellow of the Institute of
Public Affairs, which held extensive material from Project Victoria. Secondary material was
used to conduct a review ofrelevant literature and gain background knowledge on the reforms.
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Synthesised approach
Explanatory research is the strategy most often used in public administration research and its
major aim is to build upon theories that researchers can then use to explain a phenomenon
(McNabb, 2004: 344). In this case the phenomenon is policy transfer and hypotheses are used
to build on the theories of others. The hypotheses are drawn out of the policy transfer and
policy network literature and are used as a starting point from which to consider how one
jurisdiction adopts policy ideas and policy tools that are similar to those of another
jurisdiction.

Ultimately, researchers are not required to follow the same sets of rules (McNabb, 2004: 348).
White and Adams (1994: 19-20) have come to the following conclusion:
We are persuaded by the weight of historical and epistemological evidence that no
single approach - even if accorded the highly positive label science - is adequate for
the conduct of research in public administration. If research is to be guided by reason,
a diversity of approaches, honouring both practical and theoretical reasons, seems
necessary.
This thesis relies on multiple sources "to magnify the strengths and to offset the weaknesses,
of any single instrument" (Putnam, Leonardi, & Nanetti, 1993: 12). Overall, the range of
resources used contributes to the construction of a fuller account of the processes under
examination.

• Thesis outline
Chapter two proceeds with "The study of policy transfer" and defines what will be meant by
"policy transfer" and "policy network". It outlines the hypotheses of this study that have been
drawn from the literature. Chapter three explores the conditions that were set up to enable the
implementation of reform.

Chapter four asks whether Victoria "copied" New Zealand's

legislation. Chapter five addresses the remaining hypotheses. It draws primarily on interview
material to determine what transmission mechanisms for policy change were in operation.
Chapter six is the conclusion of the thesis and assesses the hypotheses for their value in
explaining the similarities between New Zealand's and Victoria.'s reforms. It concludes with
an assessment of the degree of transfer that occurred from New Zealand, and outlines the
limitations of this study and directions for future research.

Chapter 2 - The study of policy transfer
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2. The study of policy transfer
• Introduction
This study applies the literature on policy transfer and policy networks to a case study to
explore how one government adopts policies that are similar to those of another. The idea
behind this study is not new. In 1969, Walker (1969: 881) concentrated on "the way in which
organizations select from proposed solutions the one which seems most suited to their needs,
and how the organizations come to hear about these ideas in the first place". Since then, the
literature on policy networks and policy transfer has developed and is becoming increasingly
prominent in the study of public policy making. Several recent authors have commented on
the influential nature of policy transfer in the public policy literature (Dolowitz, 2000: 1;
Dolowitz & Marsh, 2000; Evans & Davies, 1999; James & Lodge, 2003: 179; Lodge, 2003:
159; Mossberger & Wolman, 2003: 2; Newmark, 2002: 1). This thesis responds to Wolman's
(1992: 27) claim that "policy transfer is an under-researched area of political science".
Wolman (1992: 29) proposes why studies such as this are needed:
We know almost nothing about the process by which such policy transfer occurs, or,
indeed, whether interaction even occurs, and, if so, through what means. We also
know little about the role policy information from abroad plays, either in a systematic
or an idiosyncratic fashion, in the broader policy process and under what kinds of
circumstances policy transfer is likely to occur.
Major literature reviews by Bennett (1991b) and Dolowitz and Marsh (1996) have stimulated
debate on the nature of policy transfer and the utility of policy transfer research in explaining
policy adoption.

First and foremost, this thesis aims to determine if policy transfer between New Zealand and
Victoria occurred at all. If policy transfer is indicated, then the usual approach to the study of
policy transfer has been to develop a framework of questions to address issues raised in the
literature. Broadly, these questions include: What is policy transfer? Who is involved? Why
does it occur? and How does it occur? (Dolowitz & Marsh, 2000: 7). The focus of this thesis
is on how policy transfer occurs, which requires addressing these other questions to some
extent also.

Chapter 2 - The study of policy transfer
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• What is policy transfer?
The general phenomenon of one jurisdiction taking ideas or programmes from another
jurisdiction has been labelled in numerous ways.

It has been described as "diffusion"

(Bennett, 1997; Mossberger & Wolman, 2003; Newmark, 2002; J. Walker, 1969),
"systematically pinching ideas" (Schneider & Ingram, 1988), "lesson drawing" (Robertson,
1991, 1999; Rose, 1991, 1993), "convergence" (Bennett, 1991b; Newmark, 2002; Seeliger,
1996), and "policy learning" (Bennett & Howlett, 1992: 275; Jacobs & Barnett, 2000). Other
authors simply refer to "policy transfer" itself (Dolowitz & Marsh, 2000; Lodge, 2003;
Newmark, 2002; Wolman, 1992). Some of these terms overlap, examples being, "policy
transfer", "policy diffusion", "lesson drawing", "emulation" and "learning" (Bennett, 1991 a:
32; Dolowitz, 2000: 3).

Policy transfer requires some tangible evidence of similarities

between the programmes in operation otherwise the phenomenon under investigation may in
fact be diffusion or convergence. Diffusion is a general term "often encompassing cases
where structural or modernizing factors account for policy adoption" (Newmark, 2002: 1).
Policy transfer may indicate diffusion, but diffusion does not necessarily indicate policy
transfer (Newmark, 2002: 11). Convergence can be defined as "the tendency of societies to
grow more alike [and] to develop similarities in structures, processes and performances"
(Bennett, 1991b: 215). Policy convergence may occur unintentionally but intentionality is a
key feature of policy transfer (Evans & Davies, 1999: 368).

Due to the multiplicity of terms and meanings circulating in the literature a key task is to
establish how the term "policy transfer" will be used in this study. This study will use the
term "policy transfer" as defined by Dolowitz and Marsh (1996: 344) who say that:
policy transfer ... refer[s] to a process in which knowledge about policies,
administrative arrangements, institutions etc. in one time and/or place is used in the
development of policies, administrative arrangements and institutions in another time
and/or place.
Policy transfer, therefore, refers to tangible "policies, administrative arrangements and
institutions" that may translate directly into programmes. In order to describe the intangible
policy ideas that might be exchanged, the term "policy learning" will be used.
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With a limited scope of study, defining policy transfer in broad terms allows a range of
mechanisms for policy transfer to be explored. It would be futile to try and assess the origin
and transmission of policy ideas in terms of all of the previously defined categories of
"transfer". Therefore, "policy transfer" will be used in a general sense and the work of authors
who use different labels to talk about a similar process will not be overlooked.

• Who is involved?
The policy transfer literature asks the question: Who is involved? The simple answer is
people, and people rarely act alone.
interested in the same issue.

They operate in networks of individuals who are

A "policy network" may be used as a generic category

(Dowding, 1995; Van Waarden, 1992) which incorporates ideas from other types of policy
networks or it may refer to specific type of network itself. Like policy transfer, the idea of
policy networks has been theorised in many ways. Concepts of "policy community" (Jordan
& Maloney, 1997: citing Walker 1974), "issue network" (Jordan & Maloney, 1997: citing
Heclo 1978), "policy communities and sub-governments" (Jordan & Maloney, 1997), "iron
triangles" (Cerny, 2001: 3), "think-tanks" (Stone, 2000), "policy entrepreneurs" (Ingram,
2001), "elite networks" (Wallis & Dollery, 1999) and "advocacy coalitions" (James & Lodge,
2003: 186) have all been theorised to talk about how people interact in order to reach policy
decisions.

In this study a "policy network" is treated as:
... a collection or community of actors who have an interest in, and a potential capacity
to influence policy and who interact within the network to achieve this end.
(Harman, 1996:217)
The te1m "policy network" is used broadly to cover a range of "networks" and "communities"
described in the literature. The terms "actors" and "agents of change" are used as descriptors
of a range of individuals involved in the policy process. This study acknowledges the role of

2

See Van Waarden for a review of policy network typologies (Van Waarden, 1992: 38).
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individuals and groups and recognises the fluidity of informal contacts that characterises the
interaction between agents of policy change. As such, "policy network" also refers to the
nature of the "linking process" that occurs amongst a group of actors (Atkinson & Coleman,
1992: 158).

• How and why does policy transfer occur?
The focus of this thesis is to explore whether policy transfer from New Zealand can explain
the adoption of Victoria's public sector reforming policy ideas and policy tools.

A

preliminary review of policy transfer and policy network literature led to the development of
four hypotheses which provided the starting point for more practical research.

Continuums have become popular to describe degrees policy of transfer (Dolowitz & Marsh,
2000: 13; Newmark, 2002: 11-12; Rose, 1991: 22) and the following hypotheses range from a
proposition that the adoption of similar policies was the result of agents of change responding
to a change in thinking to the possibility that Victoria may have simply copied New Zealand's
programme. The first three hypotheses intersect and are not easily separated. Each involves
interplay between individuals, the possible existence of policy networks and the exchange of
ideas.

• Hypotheses

Hypothesis One - That the adoption of similar policies was the result of agents
ofpolicy change in Victoria responding to a change in thinking.
Ideas are important in policy making as they can shape the way policy makers interpret reality,
understand policy problems, and seek policy solutions (Hall, 1993; Sabatier, 1998). At the
time of Atkinson and Coleman's 1992 (175) review of policy network literature, the impact of
social and economic ideological shifts in government when seeking to explain policy
innovation or programme change, was under researched. According to Goldfinch (2000: 34),
"studies have not asked actual policy makers and policy influentials their views on the sources
of theoretical influence and the importance and role of theoretical ideas in policy-making".
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However, despite not being well-researched, it is acknowledged that fundamental change in
policy paradigms can come from learning, and learning as part of policy transfer inevitably
involves sharing ideas (Bennett & Howlett, 1992: 288).

Value consensus and a degree of compatibility in terms of history, culture and institutions can
facilitate the sharing of ideas and the operation of networks (Rose, 1991: 21). Newmark
(2002: 3) also cites the existence of similar ideologies as a facilitating factor in policy transfer.
fu another case study, Hoberg (1991: 126) reports that perhaps the single most important force

behind Canadian emulation3 of programmes in the United States (US) is value consensus
between the two nations. Like the US and Canada, New Zealand and Australia, are useful
comparators for each other as they also share many similarities. They are English speaking,
have a shared colonial heritage, similar political traditions, and a close economic and social
partnership (Grimes, Wevers, & Sullivan, 2002: v). It is also important to note that this study
compares the Australian state of Victoria with the country of New Zealand. There are perhaps
even more similarities when New Zealand is compared with the state of Victoria, as opposed
to Australia as a whole, because New Zealand and Victoria are of a similar size4 and
population5 •

A core set of ideas underlying the policy making process in New Zealand and Victoria has
been identified. These ideas are new institutional economics, new public management, public
choice and agency theory (Alford & O'Neill, 1994; Boston, 1995). The application of these
principles necessitated a fundamental reconsideration of the roles and functions of the central
government within the economy and society and this is a key theme in the changes that
occurred (OECD, 1999: 1). New Zealand provides a dramatic example of a "paradigm
change" in policy making from a broad and eclectic social democratic Keynesianism to a new
paradigm based on neoclassical economics (Goldfinch, 2000: 57). These ideas may have been

'Emulation' is another term used to describe policy transfer.
Victoria has a land area of227,000 square metres (Australia Now, 2005). New Zealand has a land area of
268,000 square kilometres (New Zealand -Area and population, 2005).
5 On Kennett's election in 1992 Victoria had a population of almost 4.5 million (Australian Bureau of Statistics Population, 2004; Muller & Headley, 1996). New Zealand had a population of almost 3.3 million at the
beginning of its refonns in 1984 and a population of about 3.6 million in 1992 (A changing New Zealand, 2005).
3

4
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shared between New Zealand and Victoria but were also likely to have been in wider global
circulation. The paradigm change was not confined to New Zealand but may have been most
dramatic there.

Ideas are often developed and/or championed by individuals and institutions (Goldfinch, 2000:
40). These ideas may be transmitted through any of the previously identified units of analysis:
individuals, academics, consultants and groups such as think-tanks, trade and business interest
groups and supranational organisations. The role of trans-Tasman networks are addressed
further in hypothesis two.

Public servants are an important group of individuals who can foster and promote new policy
ideas.

Public servants, especially those in Treasury and the Reserve Bank, have been

identified as key contributors of ideas to economic policy making in New Zealand (Goldfinch,
2000: 41 ). The Treasury was particularly important in developing the rationale and structure
of the public sector reforms, which built heavily on ideas from public choice theory and new
institutional economics (Goldfinch, 2000: 43). Another important group of individuals is
politicians. Their education and previous life and work experiences can impact on the policy
ideas they have and the way these ideas develop can vary from politician to politician
(Goldfinch, 2000: 44-46). Some learn most through personal contact and others glean ideas
from written material.

Academics have the potential to be an important and valuable source of ideas. However, in
the world of politics there is often a lack of regard for academic commentators, especially if
they do not support politically popular ideas (Goldfinch, 2000: 47).

The influence of

academics is dependent on their views and the links they have to policy makers and
influentials.

Consultants can also spread policy ideas. In particular, new policy ideas can be generated by
picking up fashionable ideas from overseas and by recruiting people who can share new ways
of thinking (Goldfinch, 2000: 42). Polsby (1984: 166) says that innovative policy comes from
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"comparative knowledge, usually carried in the heads of experts or subject matter specialists;
knowledge of the ways in which problems have been previously handled elsewhere".

Think tanks and trade and business interest groups can experience varying degrees of
inclusion in the policy making process. They have the potential both to generate and transmit
ideas. In Victoria there were two think tanks that are noted as being influential: The Tasman
Institute and the Institute of Public Affairs (IPA). The Business Council of Australia (BCA) is
a group that may have had an interest in commenting on, or shaping, the reforms in Victoria.
Indeed, the New Zealand Business Roundtable involved itself heavily in policy issues during
New Zealand's reforms. Think-tanks are discussed further in hypothesis two.

Supranational organisations (see also hypothesis three) such as the Organisation for Economic
Cooperation and Development (OECD), International Monetary Fund (IMF), World Bank,
World Trade Organisation (WTO) circulate and promote ideas at an international level. Ideas
may be transmitted through a process of diffusion or more directly through specific reports
and personal contacts. Links have also been drawn between the New Zealand's reforms and
the OECD. The New Zealand Herald published an article in 1991 called "Government and
OECD: did they read same book?" (McPhee, 1991: 9). Goldfinch (2000: 49) says that "It is
possible that the close international ties that can develop between policy makers, through
involvement and secondments in such organisations as the OECD and IMF can produce a
consensus ... that may or may not reflect the views of the wider academic community".

Written material is also a source of policy ideas. For example, a book called Reinventing
Government and the Victoria Commission of Audit's Report have both been cited as

influential on the process ofreform in Victoria (Carlin, 2001: 3; English & Guthrie, 2001: 46;
Hughes & O'Neill, 2001: 64). As such, global management "fads" and "catchphrases" such as
"doing more with less" and "steer not row" have also influenced Victorians (Paice, 1999:
106). Paice (1999: 107) says that "In Victoria the approach is to pull together the best of what
has gone before into a coherent framework". It is possible that a range of written material,
such as journal articles, government documents and theoretical literature, impacted on the
thinking of Victorian agents of change and policy influentials.
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However, ideas alone serve no practical purpose. They must be translated into policies or
programmes to impact on society or the economy. Policy transfer is one way ideas in use in
one place can find themselves being used in another place. This hypothesis is a starting point
for examining how this occurs.

Hypothesis Two - That the adoption of similar policies was the result of
various networks operating between New Zealand and Victoria.
The previous hypothesis focused on the sharing of ideas and this hypothesis further explains
how ideas are shared by focusing on the links between New Zealand and Victoria.
Geographic proximity, value consensus and network links between individuals, groups and
institutions can facilitate policy transfer.

Geographic proximity can facilitate the operation of networks and the flow of ideas. Policy
makers do not have the time or capacity to search everywhere, and geographical factors are
important. It seems reasonable to hypothesise that New Zealand and Victoria (Australia), as
Pacific neighbours, might develop links that would assist the transfer of policy.

Value consensus also allows for links between people to develop, and identifying links
between certain individuals and groups is particularly important. Wolman (1992: 29-30) says
that imitation occurs through interaction, the nature of that interaction being that:
Policy makers .. .learn about the policies of other countries through trips abroad by
individual ministers and civil servants ( sometimes for general reconnaissance purposes
and sometimes organised around a specific problem or policy), more formal factfinding missions, usually by groups of civil servants, reports of civil servants who
participate in formal exchange programmes involve a stay of substantial duration in
another country, formal and informal contacts with foreign visitors, and advice and
information from academics, think-tanks, consultants, and journalists, both through
personal contact and through their reports, articles and books.
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These individuals and groups then make up "broadly based knowledge-oriented policy
communities [that] are key players in the learning process" (Bennett & Howlett, 1992: 285).
Evidence suggests that exactly such knowledge communities existed in Victoria.

David

Pennington, Vice-Chancellor of Melbourne University, says that with the Kennett Government
" ... networks are more open than previous arrangements ... Now we have the potential for a
more open system of consultation" (Simons, 1993) 6 • It was also reported after five months in
power that the new Victorian Government "is looking outside the established networks for its
policy fodder" (Simons, 1993). These alternative connections may help explain the policy
transfer that is thought to have occurred between New Zealand and Victoria.

Further,

Goldfinch (2003: 1) has already demonstrated the existence of "significant social network ties
between economic policy elites within Australia and New Zealand" and provided "some
evidence that this has facilitated policy consensus".

The policy transfer literature emphasises the importance of identifying agents of policy
transfer (Evans & Davies, 1999: 369). According to Bennett and Howlett (1992: 288) "some
restrict this to high level politicians and officials [and] others extend it to a more general social
process involving most members of society". Those identified in the policy transfer literature
include elected officials, political parties, bureaucrats/civil servants,

administrators,

professionals, pressure groups, policy entrepreneurs and experts, transnational corporations,
think-tanks, supranational governmental and non-governmental institutions, academics and
consultants (Dolowitz & Marsh, 2000: 10; Newmark, 2002: 7). This study used a similar set
of actors as units of analysis, which were introduced in hypothesis one, to explore the origin of
Victoria's public sector reforms. Of most relevance to this network-related hypothesis are
individuals (including ministers and officials), academics, consultants, think-tanks, and trade
and business interest groups. The role of supranational organisations is explored in hypothesis
three. Interview questions were based on these sets of actors.

6 This article from The Australian was obtained in the form ofa newspaper cutting from Des Moore's personal
library. Unfortunately the page number was missing from the article.
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Ministers and officials may share institutional and other links that can assist the process of
policy transfer. Hoberg (1991: 110) shows these links to be important in a comparative study
of the US and Canada.

For example, he says that "In many cases, formal meetings are

scheduled between government officials in the two countries to share information and discuss
common concerns" (Hoberg, 1991: 110).

Similarly, Victoria and New Zealand shared

institutional links through organisations such as the Council of Australian Governments
(COAG)7. New Zealand participates on these Australian Councils and so COAG is evidence
of the existence of a vehicle for interstate communication between New Zealand and Victoria,
which Walker (1969: 897) says is important in the process of diffusion8 • New Zealand and
Australia also has a programme of staff exchange in the bureaucracy implemented under the
Closer Economic Relations (CER) Agreement negotiated in 1983. There are also numerous
employment related links between New Zealand and Victoria as a number of New Zealanders
were recruited to work in Victoria. This is noted in the literature by Bennett (1991b: 215) who
identifies "penetration by external actors and interests" as a means through which
"convergence" might occur. These and other avenues of communication between key
individuals need to be explored further in instances of presumed policy transfer.

Academics have also been identified as potential agents of policy transfer. Very little has been
written about the role of academics. As mentioned in hypothesis one, Goldfinch (2000: 47)
notes a lack of regard for academic commentators and their influence in economic policy in
New Zealand.

Consultants are also identified as agents of policy transfer. It is known that international
consultants, many of whom were British, were employed in Victoria to give advice on
privatisation (Woodward, 1999: 152).

This is one example of learning from another

jurisdiction and it is possible that consultants with experience of the New Zealand model were
also used in Victoria.

Over 40 Ministerial Councils currently facilitate cooperation and consultation between the Australian
Government and state and territory governments (COAG- Ministerial Councils, 2005). New Zealand is
represented on a number of Councils. In 1991 New Zealand Ministers participated in nearly 30 Councils of
which it was a full member of 13 (Cabinet, 1991: Archival document).
8 "Diffusion" can be used to describe policy transfer.
7
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Think-tanks have been described as "facilitators" of transfer and they have the potential to act
as a clearing house of information, as policy advocates, as networkers and as agents of policy
learning (Stone, 2000: 51). A think-tank can be defined as a "network of specialists from a
variety of positions who share a common world view and seek to translate their beliefs into
public policies and programmes" (Stone, 1996: 3).

Think-tanks play a role in framing issues and placing them on the public agenda, shaping
opinions and expanding the parameters of a debate: "As long as there is a diversity of political
outlooks this ensures there will always be some experts sharing values consistent with the
elected government of the day" (Stone, 1996: 32). Think-tanks allow "political parties and/or
governments to 'test the water' with a policy idea before becoming too closely associated with
it" (Stone, 1998: 152). Stone (2000: 66) says that the prime importance of think-tanks is the
construction of legitimacy for certain policies.

Think-tanks can provide "the political

symbols, intellectual justifications and decision making approaches to legitimate policy
stances such as, for example, the conservative agenda of small government and free markets"
(Stone, 1996: 121).

It is also possible that think-tanks could advocate the transfer of policies from one jurisdiction
to another and so the role of think-tanks is worthy of further investigation. Another point to
consider is that "Think-tanks do not necessarily represent a democratisation of opinion but can
further entrench the position of intellectual elites" (Stone, 1998: 162).

According to Stone (1996: 219) estimating the influence of think-tanks in policy making is
difficult: "Proof of it is elusive and, at best, anecdotal". However, the Tasman Institute and
the Institute of Public Affairs (IPA) have been described as "active contributors" to the
Kennett Government's policy formulation on privatisation (Woodward, 1999: 152).

Trade and business interest groups are not explicitly identified in the literature consulted here,
but may come under the guise of "pressure groups" and/or "think-tanks". It is reasonable to
suggest that they played a similar role in the process of policy formulation and
implementation.
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Geographic proximity, value consensus and the network links between individuals and groups
are key areas in the policy transfer literature. This hypothesis focuses on the two-way links in
operation between New Zealand and Victoria. Hypothesis three explores the possibility of
three-way interaction involving supranational organisations.

Hypothesis Three - That the adoption of similar policies was the result of
multi-directional exchanges involving New Zealand, Victoria and
supranational organisations.
Policy transfer does not necessarily occur exclusively between "borrower" and "borrowee"
jurisdictions. The policy process is said to be becoming "less hierarchical and more and more
market-like and network-like" (Cerny, 2001: 1). For example, there has been an overall
growing international economic interdependence which has led to the increasing influence and
frequency of meetings of international organisations, notably the Organisation for Economic
Cooperation and Development (OECD), International Monetary Fund (IMF), World Bank,
World Trade Organisation (WTO), and the European Union (EU) (Steane & Carroll, 2001:
36).

As such, policy transfer can occur on multiple levels, which indicates the increasing
importance of non-state transnational actors in policy making (Evans & Davies, 1999: 369).
In the study of networks, Atkinson and Coleman (1992: 162-163) advocate "integrating
international levels of decision-making into studies that have been confined to the nation-state
only''. This suggests that studying multi-directional interaction is important. The transfer of
policy may have been multi-directional by involving New Zealand, Victoria and supranational
organisations.

Supranational organisations have quite different powers from the autonomous states whose
responsibility it is to implement policy. The policy transfer literature identifies international
organisations as assisting in the diffusion of ideas and also says that international organisations
may be involved in coercive transfer (Dolowitz & Marsh, 1996: 346; Mossberger & Wolman,
2003: 2). Supranational bodies ''play a key role in processing policy ideas through epistemic
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communities which attempt to use their knowledge resources to promote global awareness of
certain policy options" (Evans & Davies, 1999: 371). This suggests that supranationals play
an indirect role in policy transfer but officials travelling between countries to consult with
officials on policy reforms can be key transmitters of new information (Goldfinch, 2000: 49).

Supranationals are a globalising force and transmitted ideas that were part of the general shift
in international thinking on public sector management and reform (see hypothesis one). It has
been claimed that the OECD vision9 has "influenced Australian governments at all levels in
their reform efforts" (Steane & Carroll, 2001: 41). The last two decades have seen substantial
reform to the public sector in Australia and many of these reforms fall into the New Public
Management (NPM) paradigm (Steane & Carroll, 2001: 29). However, having a shared vision
does not mean that each OECD member country will become a mere carbon copy of one
another. As the OECD itself notes, differing national experiences, cultures, structures and
situations will ensure that in the process of implementing the vision the overall set of
characteristics of each member state will be unique (Steane & Carroll, 2001: 41 ).

It is possible that a triangular network of links was in operation between New Zealand,
Victoria, and supranational organisations. The role of bodies such as the OECD, World Bank
and IMF is worthy of further consideration in the process of policy transfer.

Hypothesis Four - That the adoption of similar policies was the result of
Victoria copying the legislation enacted in New Zealand.
This final hypothesis proposes that Victoria copied the legislation enacted in New Zealand.
Direct copying is identified in the policy transfer literature as "the simplest type of lessondrawing" (Rose, 1991: 21). It involves "using practice elsewhere literally as a blueprint"
(Rose, 1991: 21). "Copying" always appears first on policy transfer continuums (Dolowitz &
Marsh, 2000: 13; Newmark, 2002: 11-12; Rose, 1991: 22). Similarly, Wolman (1992: 28)

9 The OECD sees effective regulatory reform and the development of a more efficient, less intrusive public sector
regulatory capacity as a central requirement for a successful government response to globalisation (Steane &
Carroll, 2001: 30).
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finds that "Policy transfer is the conscious imitation of another country's policies", which may
be seen as a form of copying.

It is possible that because there are prima facie similarities in the public sector reforming
legislation adopted by Victoria and New Zealand, policy transfer by copying may have
occurred.

Statutes can provide useful empirical examples of policy logic (Schneider &

Ingram, 1988: 68) and Dolowitz and Marsh (1996: 351) find that "The easiest way to prove
that copying has occurred is to examine the wording of the legislative bill authorizing a
programme". The use of similar legislation is an example of both "hard" and "soft" transfer as
it involves the transfer of both a programme and ideas (Evans & Davies, 1999: 382).

Reasons for "copying" another jurisdiction's legislation can also be drawn from the policy
transfer literature. Copying is a means of cutting time and information costs. Policy makers
do not have the time or the capacity to search everywhere and so the basic decision rule
becomes "In response to signals of dissatisfaction, start searching near at hand" (Rose, 1991:
13). This means that what is already known will be appreciated before what is unfamiliar
(Rose, 1991: 13). Rose (1993: 80) also says that "Policy makers have a short time horizon".
This is especially true when governments are democratically elected and need the results of
their actions to show while they are still in power in order to stay in power.

Another reason for "copying" is legitimation. Rose (1991: 4) likens policy makers to social
engineers and says that "in policy making circles, experience has a unique status as a
justification of effectiveness; it shows that a proposal is not just based on 'heads in the cloud'
speculation". Further, Radaelli (2000: 28) says that "there is in fact political advantage in
claiming that one is copying rather than creating". This hypothesis raises the question of
whether those involved will admit to "copying" New Zealand's legislation.

Certain factors also facilitate the use of similar legislation to bring about change. Pollitt
(2004: 5) says that culture, the political system, the patterns of institutions, the management
strategy and the nature of the task are all major factors in embarking on policy transfer. If
jurisdictions share a number of links in these areas then copying becomes a possibility. One
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such link may be party alignment. Rose (1991: 14), for example, claims that "leftwing parties
will look to programs sponsored by leftwing governments, and rightwing leaders to
programmes sponsored by rightwing governments". This is an interesting proposition in the
case of New Zealand and Victoria as a Liberal-National coalition in Victoria adopted similar
policies to those initiated by a Labour government in New Zealand. These parties traditionally
have different political values.

The following table summarises the hypotheses of this thesis.

Table 2 Summary of hypotheses - Degrees of policy transfer
Low degree of transfer

HI = That the adoption of similar policies was the result of agents of policy change
responding to a change in thinking.

Intennediary

hypotheses

H2 = That the adoption of similar policies was the result of various networks operating
between New Zealand and Victoria.
H3 = That the adoption of similar policies was the result of multi-directional exchanges
involving New Zealand, Victoria and supranational organisations.
H4 = That the adoption of similar policies was the result of Victoria copying the
legislation enacted in New Zealand.

High degree of transfer

• Policy transfer versus other considerations: Setting up the economic and
political conditions for reform
It is important in any study of policy transfer to consider other factors that may contribute to
the adoption of certain programmes, policies or ideas (Bennett, 1991b: 231). Williamson and
Haggard discuss the economic and political conditions under which reform is possible and can
be promoted (Williamson & Haggard, 1994: 562-578). In economic terms it is suggested that
policy refonns are a response to crisis and require external intellectual "help" (Williamson &
Haggard, 1994: 562-567). In political terms they hypothesise "that reform needs, or is easier
with, an authoritarian regime; that reform is a monopoly of the political right; that reform
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should be undertaken dming a political honeymoon period; that it requires a demoralized
opposition; that it needs a social consensus; and that successful reform is only possible with a
visionary leader" (Williamson & Haggard, 1994: 567-568). These are all conditions that are,
arguably, required for substantial reform to occur.

Indeed, one of the main explanations advanced to account for the origin of Victoria's public
sector reforms is that the conditions at the time necessitated change. To date, reports on the
origin of Victoria's reforms are inconsistent and focus on the reasons why change might be
needed (those factors that set up the conditions for reform) rather than how or why certain
changes resulted. For example, one simple interpretation attributes the far reaching changes in
the Victorian public sector to two main events: the election of a conservative government in
1992; and a major report prepared by the Victoria Commission of Audit (VCA) in 1993
(Carlin, 2001: 3; English & Guthrie, 2001: 46). The Contract State delves a little deeper and
asserts that the genesis of the reform model can be traced to four sets of factors: "the state's
budgetary problems; micro-economic reform pressures nationally; practical antecedents
overseas; and ideological underpinnings" (Alford et al., 1994: 6).

According to one

interviewee, conditions in Victoria culminated to a point where Victoria had no option but to
act (Officer, 2004: Interview).

Investigating conditions for reform does not necessarily advance our understanding of how
one policy response is chosen over another as one policy direction is never inevitable.
However, it is important to acknowledge this aspect of policy change as the reforms that
eventuated in Victoria are often discussed in terms of these conditions. This post-script to the
policy transfer related hypotheses addresses conditions for reform and will be developed
further in chapter three.

Crisis

Economic factors are emphasised as driving the impetus for reform in Victoria and were used
to set up the conditions for refonn (Considine & Costar, 1992: 1; Paice, 1999: 102; Salway,
1999: 12-13; Shamshullah, 1992a: 20; 1999: 3). Indeed, the policy transfer literature says that
economic conditions can stimulate a need for policy change. Rose (1991: 12) says that the
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adoption of new policies "is often contingent upon an exogenous crisis generating sufficient
dissatisfaction to create a demand for doing something new". Crisis language can be used to
serve these strategic aims (Goldfinch & t'Hart, 2003: 238). For example, publicly visible and
easily identifiable signs of financial problems such as credit rating downgrades (Hayward,
1999: 136) were used to relay this sense of crisis to the public. Micro-economic reform
pressure from the federal government is cited as a factor prompting Victoria to make changes
to its public sector also (Alford et al., 1994: 6). According to Alford et al the perception of
"crisis" facilitated the Kennett Government's aims of eliminating the state's public debt,
rationalising public service numbers, selling off the public sector, and establishing an
environment conducive to business development (Alford et al., 1994: 4).

External intellectual help

Williamson and Haggard (1994: 565) say that "the importance of intellectual influence from
abroad can hardly be doubted". They cite the intellectual influences of American trained
economists and supranational bodies such as the IMF and World Bank (Williamson &
Haggard, 1994: 565). New Zealand reformers had limited international experience on which
to draw (Williamson & Haggard, 1994: 566) but Victoria drew on the experiences of several
other countries including New Zealand, Britain and Canada, and to a lesser extent the United
States. Both the practical experiences and the ideas circulating in the international arena were
important.

That external intellectual help is required to effect reform is also evident in

hypotheses one to three: agents of policy change responding to a change in thinking (Hl);
networks operating between New Zealand and Victoria (H2); and multi-directional exchanges
involving New Zealand, Victoria and supra-national organisations (H3). Setting up conditions
for reform is another way in which the role of ideas is important.

Political factors
Authoritarian regime and solid political base

Victoria (and New Zealand) can in no way be likened to the authoritarian regimes discussed
by Williamson and Haggard (1994: 569-569), however, the institutional arrangements in
Victoria accorded the Kennett Government a lot of power and facilitated the implementation
of speedy reform. For example, O'Neill (1999: 86) says that "the streamlined passage of the
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public service legislation of 1992 .. .is due to the lack in the Victorian parliament of the robust
committee culture of the federal parliament". Williamson and Haggard (1994: 572) refer to
this as "A solid political base".

Monopoly of the political right

Williamson and Haggard also say that it is a common view that policy reform is inherently
right-wing, and therefore only likely to be introduced by right-wing governments (1994: 569570). They find that this is not the case and this is also clearly demonstrated by the fact that in
New Zealand a centre-left government was the initiator of reform, while in Victoria it was a
right-wing government. The political orientation of the government is not necessarily a precondition for reform.

Political honeymoon period

According to Williamson and Haggard (1994: 571), the honeymoon hypothesis states that
"economic reformers are likely to enjoy greater freedom of political maneuver immediately
after they take office, when difficult decisions can be blamed as the legacy of the outgoing
government". They find evidence both to support and dismiss this hypothesis. Some newly
elected governments do not have a "honeymoon period" or are preoccupied with other issues
upon taking office.

In this case, Victoria and New Zealand provide examples of new

governments who did exploit a "honeymoon period" to introduce change.

Rose (1991: 3) describes the stimulus to search for new policies and introduce change as
dissatisfaction with the status quo. This search may occur while a party is in opposition or in
government. Walker (1969: 885) also argues that new departures in policy are more likely at
the beginning of a new administration. This is even more likely when the new government
has been able to successfully set up conditions for change while in opposition. One such
condition is disassociation with the perceived problems the state (or country) is facing, which
may involve attributing blame to the previous administration.
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In the case of Victoria, the public began to lose confidence in Labor's policies from its second
term in office (O'Neill, 1999: 78; Shamshullah, 1990; Wright, 1992: 229). Dissatisfaction
with the Labor Government culminated to a point where a new government was elected. Rose
also points out that if the election winner is substantially different in outlook from the
administration that it replaces, dominant values can change overnight (Rose, 1991: 151). This
was certainly the case in Victoria when the new Liberal-National coalition government came
into power.

In order to make effective use of a "honeymoon period" it is necessary to be ready to act. The
Liberal/National coalition in Victoria was very prepared to act on attaining office. This
contrasts with Rose's (1991: 15) assertion that "In the first instance, the actions that policy
makers take may be hurried, lack any theoretical or empirical justification and have little
chance of success".

The Kennett Government indicated its intention to introduce major

change and it consciously set up conditions that would facilitate change. For example, its
1992 election statement indicated "a preference for a small, efficient public service
concentrating on core services and the promotion of the private sector as a vehicle for
providing government services ... " (Salway, 1999: 13).

Demoralised opposition

Further, Williamson and Haggard (1994: 574) hypothesise that "a government might be able
to compensate for the lack of a strong base of support if the opposition is fragmented and
unable to challenge it on reforms that are initially likely to be unpopular". Indeed, Considine
and Costar (1992: 1) say that, in its last years in office, the Labor Government degenerated
into a "fractious, impotent and financially embarrassed administration". For this reason and as
a result of the Coalition's solid political base, Labor was unable to provide any serious
opposition once Kennett's Government was in power.

Social consensus

Arguably, the success of a reform programme will require some degree of social consensus
around the need for reform. According to Walker (1969: 897), decision makers are likely to
adopt new programmes when they become convinced that their state is deprived.

This
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conviction may be used to stimulate a desire for policy change among the public. Victoria
came to be seen as the "basket case" of the Australian federation (Shamshullah, 1992a: 13)
and efforts to improve state morale in Victoria may also have helped to facilitate reform.
Carlin (2001: 2) describes the existence of a "reforming spirit" in Victoria. This contrasts
somewhat with the policy transfer literature as Rose (Rose, 1991) fmds that "lessons are much
more specific than the 'big ideas' that create a paradigm shift in our understanding of such
pervasive phenomenon as the management of the economy or what to do about poverty". He
also finds that such shifts are relatively rare (Rose, 1991: 8).

Visionary leader

Williamson and Haggard also propose that a visionary leader is required to initiate and drive
change (1994: 577-578). Jeff Kennett's biographer, Tony Parkinson (2000: 4, 437), describes
Kennett as "a showman, a larrikin, a human headline ... He ran his government outside the
natural rhythms of political behaviour, cramming more far-reaching change in his first two
years in office than many governments had attempted over two terms. He left big footprints".
In this respect he may be described as a ''visionary" leader.

Conditions for reform

These explanations of the origin of Victoria's reforms do not further our understanding of the
policy making process or where the ideas came from. However, similarly perceived problems
in New Zealand and Victoria may have resulted in similar economic, political, and social
conditions being set up to facilitate the implementation of reform. These factors may or may
not also be part of the policy transfer process. While some of the local factors that facilitated
reform in Victoria are similar to conditions that existed in New Zealand, Bennett (1991b: 217)
says that there is a danger in assuming that "comparable conditions produce comparable
problems which produce comparable policies''. As such, conditions for reform provide a
starting point from which to investigate the origin of Victoria's policy ideas and programmes.
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To stop here narrowly assumes that there was no alternative to the policy direction taken,
which is not a tenable argument for the origin of reforming policy. As such, this thesis seeks
to explain the origin of the policy ideas that eventuated in Victoria from a broader perspective,
which takes into account local, national and international factors.

• Summary
The four hypotheses outlined, and the conditions set up to facilitate reform in Victoria, offer
explanations for how Victoria adopted similar public sector reforming policies to those
adopted by New Zealand. The way in which the conditions for reform were developed is
addressed in chapter three. This is a precursor to the rest of the thesis which focuses on the
hypotheses drawn from the policy transfer literature.

The first hypothesis, addressed in

chapter four, suggests that Victoria copied the legislation that was enacted in New Zealand
(H4). The remaining hypotheses intersect and are not easily separated. They are addressed in
chapter five. The adoption of similar policies may have been the result of policy transfer that
can be attributed to various networks operating between New Zealand and Victoria, multidirectional exchanges involving New Zealand, Victoria and supranational organisations or
agents of change responding to a change in thinking.
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3. Setting up the conditions for reform in Victoria

•

Introduction

Rik Hart, who was the head of the Department of State Development in Victoria 1995-2000,
cited several factors which prompted the reforms that eventuated in Victoria when
interviewed. He said:
Victoria was seen as the rust bucket of Australia: there was a very large public sector
debt; their credit rating had been downgraded; they had substantial negative migration
flows; an old economy which was based on manufacturing and agricultural industries;
there was a lack of confidence in investments from the private sector; and its citizens
had terribly low self-esteem and morale.
(Hart, 2004: Interview)
This chapter further explores the importance of setting up conditions conducive to the
implementation of reform that was introduced at the end of chapter two. It also addresses
issues that do not necessarily fit easily into the more chronological discussion of events in
chapter five.

Economic and political factors at a local, national, and international level

impacted on the policy reform that occurred in Victoria. This section also compares the
situation in Victoria with the domestic situation in New Zealand.

• Economic imperatives
At the state level, Victoria's budget deficit had been widening at an alarming rate and the
Kennett Government played on these factors to maintain its crisis "line" throughout 1993 and
1994 (Hayward, 1999: 135). The perception that there was a problem became a political
reality10 (Williamson, 2002: 5). The Kennett Government produced seven "crisis" budgets
and economic statements in three and a half years (Hayward, 1999: 135). In his 1993 Autumn
Statement, Treasurer Alan Stockdale (1993) said "Today's Budget Statement involves pain but
the pain is for a purpose. This is the cure for the disease Labor chose to cover-up and ignore".

' 0 Newberry and Pallot (2003: 470) assert that the financial crises in New Zealand "were presented as of far
greater significance than they were to impose changes rapidly that were extreme and ideological". Further, they
say that "It has become a recognised feature of the Washington consensus that an economic shock increases the
likelihood of speedy reform and, therefore, that causing such as shock may help" (Newberry & Pallot, 2003:
487).
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In 1995 Kennett announced that he had "used the opportunity of a recession and a debt crisis
to implement sweeping change" (Hayward, 1999: 146). One interviewee said "I don't think
we would have been able to introduce the depth of reform, and particularly the pace at which
we introduced them, if it hadn't been for the background of this very visible failure by the
previous Labor Government" (Baxter, 2004: Interview). The coalition government effectively
set up conditions in which dramatic and speedy reform could take place by blaming the need
for difficult economic measures on the legacy left by the previous government.

At a national (Federal) level, Alford et al propose that micro-economic reform pressures
prompted Victoria to make changes to its public sector (1994: 6). Des Moore, who worked in
the Commonwealth Treasury for 28 years and then became a senior fellow at the Institute of
Public Affairs, says that towards the end of the Federal Keating 11 Labor Government's term
there was pressure on the states generally to make changes (Moore, 2004: Interview).
Stockdale says that systematic pressure on states to improve performance came later when the
Federal government established a system of financial rewards and adopted the competition
policy (Stockdale, 2004: Interview). The National Competition Policy Review, known as the
Hilmer Commission Report, was released in 1993.

The Hilmer Commission and the

Productivity Commission12 advocated structural reform in the utilities (Briggs, 2004:
Interview; Swier, 2004b: Interview). Those involved with the reforms, such as Stockdale and
Baxter, claim that Victoria was ahead of the national agenda and say that national microeconomic reform to a large degree flowed from Victoria's actions (Baxter, 2004: Interview;
Stockdale, 2004: Interview). Baxter (2004: Interview) says: "There'd been a lot of discussion
about it nationally but it was the Victorian reforms, particularly in electricity, and water and
the public service that gave real impetus for it". Overall, it would appear that national microeconomic reform pressures were not felt strongly by those implementing reform in Victoria.

11

Paul Keating was in office from 1991-1996 (Paul Keating, 2005) and is said to have been very enthusiastic
about events in Victoria, even though he was a Labor Prime Minister (Swier, 2004b: Interview).
12 The Productivity Commission has also been known as the Industry Assistance Commission and the Industry
Commission.
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• Ideas
Economic and political ideas on the management of the public sector were circulating at the
local, national and international levels by people arguing from sets of principles, theories and
ideologies. Problems such as an enlarging public sector, growing fiscal debt, a desire for
greater transparency and accountability in the provision of public services, inadequate
provision of information and inefficiency in the public sector were being discussed in New
Zealand and other countries (Simpkins, 1998: 3). Williamson and Haggard (1994: 565-567)
refer to this as "external intellectual help".

Politicians and officials involved in implementing Victoria's reforms were aware that
countries such as New Zealand, the United Kingdom and the United States had been moving
in similar policy directions (Greig, 2004: Interview; Rae, 2004: Interview). Stockdale (2004:
Interview) says that "the most important influence was that we were part of a broad
international movement that was pursuing the same sort of agenda and it reinforced the belief
that what we were trying to do was achievable and would produce good outcomes".

The Kennett Government also borrowed ideas from other countries and adapted programmes
in use in other countries for use in Victoria. For example, the United Kingdom (UK) was an
important influence on the reforms developed for the electricity sector (Briggs, 2004:
futerview). There was also interest in the United States in terms of measures and analyses to
justify a reduced role for government (Moore, 2004: Interview). Victoria also found it useful
to look to Canada as they too operated under a federal system (Baxter, 2004: Interview).
These comments from interviewees are further reasons to investigate the possibility that policy
transfer, whether from New Zealand or other jurisdictions, explains the origin of Victoria's
reforms.
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• Political factors
Institutional factors

The Liberal-National coalition government had a strong political base. It had a clear majority
in both the Legislative Assembly and the Legislative Council and enjoyed unprecedented
discipline over its backbench. These factors facilitated the smooth implementation of the
Government's reforms (Shamshullah, 1999: 4). Plowman (2004: Interview) says that "we had
a capacity to ensure that legislation couldn't be bogged down by a parliamentary process
designed to slow things down". Labor did however attempt to slow down the legislative
process by insisting that at the Committee stage all questions be put before the House
separately and answered individually. This meant the parties would go into Committee even
when there were no amendments by either side (Stockdale, 2004: Interview).

However,

despite Labor's attempts to question and moderate the legislative process, which is part of the
checks and balances of a Westminster system, the Government's majority in the Legislative
Assembly and Legislative Council allowed its reform programme to be implemented largely
unimpeded. During the "honeymoon period", very shortly after the election, the Kennett
Government passed three major pieces of public sector reforming legislation.

Social consensus

There is a high level of competition and comparison that occurs between the states in
Australia. Victoria had become known as the rust bucket of Australia and it was the subject of
jokes nationwide (Parkinson, 2000: 115). There was an urgent need to improve state morale.
People and industry were drifting to other states and people began to question whether
Victoria had a future (Briggs, 2004: Interview; Hart, 2004: Interview; Rae, 2004: Interview).
The Government's overall mission statement was to make Victoria "a better place to live,
work and invest" (Paice, 1999: 103).

The Government's policies meant that this would

involve a degree of short-term sacrifice on behalf of the public.

Kennett even asked

Victorians to help alleviate the State's problems by paying a $100 household tax (Tulloch,
1995: 456). That people paid this tax indicates a high level of tolerance and degree of "grassroots" support for the alleged need for change (Baxter, 2004: Interview). In order to offset the
effects of such sacrifices, other strategies were implemented to manipulate and improve state
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morale. For example, Victoria hosted major events such as the Australian Grand Prix. The
Grand Prix, however, mobilised hundreds ofprotestors (Tulloch, 1995: 459). The tram drivers
saw it as an ideal opportunity to strike. The Kennett Government reacted by using private
buses to move people and in the week after the Grand Prix the Government began the
franchising of the trams (Briggs, 2004: Interview).

Visionary leader and key individuals

The personality of key individuals had a direct bearing on the reforms that were implemented.
Jeff Kennett, as Premier, is described as the "visionary", the "front-man" and "politically
brave" (Greig, 2004: Interview; Officer, 2004: Interview; Swier, 2004b: Interview).
Stockdale, as the Treasurer, is described as the "intellectual powerhouse", "the engine room"
and "a solid thinker" (Briggs, 2004: Interview; Greig, 2004: Interview; Swier, 2004b:
Interview). It would be politically nai'.ve to assume that this is how all of Victoria perceived
these agents of change. However, such language can be used to create the powerful political
personas required to bring about change that Kennett himself described as "revolutionary"
(Costar & Economou, 1999b: iv). Together Kennett and Stockdale were a powerful team.
Donnovan (2000: 152) says:
There is little doubt it was the double act of Kennett and Stockdale that produced the
performance that kept the Kennett Government humming along ... As ever, Jeff was the
essential salesman, keeping Victoria constantly on the move - like the shark - while
Alan Stockdale furiously readjusted the nuts and bolts in the engine room of Victoria's
economy.
Stockdale describes Kennett's personality and capability as the biggest contributor to the
success of the Government (Stockdale, 2004: Interview). Briggs says that Kennett was the
more political of the pair (Briggs, 2004: Interview) and Plowman cites Stockdale as the
principal driving force behind the reforms (Plowman, 2004: Interview). The "self-selection
bias" of those interviewed is quite evident here, and the focus is on public political figures, but
these comments highlight the political nature of the drive behind the reforms.
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Ken Baxter is an example of a key official. He was the Secretary of the Department of the
Premier and Cabinet 1992-1995 and the Chairman of the Public Service Board in 1992.
Baxter and Kennett were described as a "double act" in the early days (Rae, 2004: Interview).
According to Baxter (2004: Interview), a lot of reform in Victoria was initiated and driven by
a group of politicians he deemed to be pragmatic. Baxter says that the public service did not
have to persuade those in leadership roles to take ownership of the process (Baxter, 2004:
Interview). Others may argue that prominent individuals, such as Kennett and Stockdale, were
ideologically driven.

• Comparison with New Zealand
The previous discussion has outlined events in Victoria that contributed to setting up the
conditions for public sector reform.

There are also similarities between the situation in

Victoria and the situation in New Zealand when these reforms were implemented. Both
jurisdictions used a window of political opportunity to implement reforms that, to some extent,
had been pre-determined.

Just as a lot of policy work was done in Victoria by the opposition prior to the election, a lot of
groundwork had been carried out in New Zealand before Labour came to power in 1984. This
"intellectual horsepower" had come from Treasury with the work of people such as Graham
Scott, Rob Cameron, Roger Kerr and Bryce Wilkinson (Deane, 2004: Interview; Goldfinch,
2000: 41).

The Victorian Labor Governments, under Cain and then Kirner, are compared with the
National Government under Robert Muldoon (Baxter, 2004: Interview; Rae, 2004: Interview).
They are both said to have "presided over crises of their own making" (Parker, 2004b:
Interview; Rae, 2004: Interview). Although the perception of government failure has perhaps
been overstated, this is often given as a reason for the need for change by policy elites and
business people in New Zealand, as it was in Victoria. The Organisation for Economic
Cooperation and Development (OECD) reported that New Zealand's economy was in decline
and that there was widespread dissatisfaction with the National Government's economic
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management and interventionist policies (OECD, 1999). Labor in Victoria and National in
New Zealand had also both been resistant to privatisation.

It could be said that the public's dissatisfaction with government performance was expressed
electorally in both jurisdictions. New Zealand and Victoria were both able to implement
drastic reform, for which they did not necessarily have a mandate, because their situations
appeared to be so bad. David Greig (2004: Interview), a New Zealander who became a
Director in the Victorian Department of Treasury and Finance, says that New Zealand was the
first to carry out such extensive public sector reforms, "not because New Zealanders were
particularly cleverer than anybody else but because it had got into a deeper hole than most getting out of it incrementally wouldn't have worked". Similarly, Baxter (2004: Interview)
says that the public sector reforming legislation in Victoria was able to be implemented so
quickly "because the state was in such a bloody mess.
alternative".

It was a case of there was no

These comments are indicative of the narrow way in which problems were

perceived in New Zealand and Victoria.

Similar political partnerships were also in operation.

Kennett (Premier) and Stockdale

(Treasurer) are compared with David Lange (Prime Minister) and Roger Douglas (Minister of
Finance), although the relationship between the two key players in Victoria is described as
"tighter" (Baxter, 2004: Interview; Officer, 2004: Interview). Both jurisdictions had political
leaders dedicated to the reform process they were pursuing (Parker, 2004b: Interview). Once
Labour came into power in New Zealand there was an alignment of thinking between
politicians in the new government that allowed them to work effectively with those in the
Treasury, who had been working on possible reform options (Deane, 2004: Interview).

Both New Zealand and Victoria pursued economic rationalism. This involved a shift towards
a more narrowly focused state sector and a greater reliance on market mechanisms, which was
achieved through contracting out, commercialisation and corporatisation (OECD, 1999: 2).
New Zealand also felt the impact of a change in international thinking.

Caygill (2004:

Interview), who was the New Zealand Minister of Finance 1988-1990, says: "All of those
policies collectively - fiscal reform, public sector management, labour market flexibility, the
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openness of economy - were the sort of reforms being advocated internationally and followed
in countries literally all around the world". So, while New Zealand was an innovator in the
area of public sector reform it was still acting within a framework of current ideas and helped
to promote this new thinking.

New Zealand also faced few institutional impediments to the implementation of its
programme. At the time of its public sector reforms New Zealand operated under a first-pastthe-post electoral system, which meant that Labour did not have to dilute its programme to
gain coalition support. This may have encouraged Labour to proceed via legislation rather
than through the administrative adjustment of the machinery of government (Schick, 1996:
14). Also, New Zealand does not have an Upper House of Parliament and Lange's Cabinet
dominated caucus, which further reduced political impediments to implementing their desired
programme (Cosgriff, 2004: Interview; Goldfinch, 2000: 28).

• Summary
This chapter has given further background to the conditions present and the conditions created
that enabled reforms in the public sector to occur. Similar economic and political conditions
seemed to build up, or be built up, in New Zealand and Victoria so that when the time came
they implemented similar reform packages. Economic imperatives, ideas and political factors
such as institutional arrangements, a degree of social consensus or acceptance, visionary
leaders and key individuals, culminated to allow the introduction of a certain set of reforms.
The following discussion in chapters four and five explores what actually transpired in
Victoria and enables an assessment of the policy transfer hypotheses in the concluding
chapter.
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4. Did Victoria copy New Zealand's legislation?
• Introduction
Victoria implemented a legislative reform package remarkably similar to that implemented by
New Zealand. Copying is the simplest form of policy transfer this hypothesis proposes that
Victoria's adoption of policies similar to those of New Zealand was the result of Victoria
copying New Zealand's legislation. Three major pieces of public sector reforming legislation
were rushed through after the October 1992 election and before the Christmas recess of the
same year (O'Neill, 1997: 79-81). This chapter compares and discusses New Zealand's and
Victoria's legislation in order to determine whether copying occurred.

• An overview of the reforms
The following table gives a broad overview of the Acts under consideration before comparing
them in greater detail.

Table 3 Public sector reforming legislation
Government business management

•
State-Owned Enterprises Act 1986 (NZ)

•
State Owned Enterprises Act 1992 (Vic)
Assented to November 26 1992

•

•

reformed the management of the more commercial
government activities
created new "state owned enterprises" (NZ) or
"state business corporations" (Vic).
process
of
New
Zealand followed
a
commercialisation and privatisation
Victoria moved more quickly toward privatisation

Human resource manae;ement - Public sector

•
State Sector Act 1988 (NZ)

•
Public Sector Management Act 1992 (Vic)
Assented to November 19 1992

•

reformed the nature of human resource
management in the public sector
emphasised a spirit of service to the community,
responsible
management
and
efficiency,
appropriate standards of integrity for public sector
employees
introduced fixed term employment contracts and
performance reviews
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Human resource management - Employment
•

Employment Contracts Act 1991 (NZ)

•

Employee Relations Act 1992 (Vic)

•

Assented to November 24 1992
•
•

reformed the nature of employer/employee
relations
employees and employers are to regulate their own
affairs
the emphasis is on individual rather than collective
employment contracts
made union bargaining rights contestable
Victorian Act has greater emphasis on dispute
resolution and industrial harmony

Financial management

Public Finance Act 1989 (NZ)

•
•

Financial Management Act 1994 (Vic)

•

Assented to May 10 1994
•

reformed the nature of financial management
emphasised accountability and improving public
sector financial administration
shift from input controls to output assessment
although the terminology used in the Victorian Act
is slightly different
introduced new reporting requirements

Table three shows that overall the legislative reform packages were very similar. The most
obvious similarity is that both jurisdictions have a "State Owned Enterprises Act".

The

ascension dates of the Victorian legislation are given to highlight the speed of the
implementation of these Acts so soon after the October 3 election. The general nature of the
changes effected by each Act is also very similar.

New Zealand's and Victoria's reforms radically changed the nature of government business,
human resource and financial management in the public sector. Most of these reforms are
consistent with the ideas and principles of managerialism or the new public management
(Boston, 1996: 108; O'Neill; 1999). Boston (1996: 108-109) identifies important features of
the New Zealand model as:
•

an extensive use of written contracts and performance agreements (relates to
principal/agent theory)

•

the introduction of more sophisticated performance management systems

•

the minimising of dual or multiple accountability arrangements

•

the minimising of ministerial discretion (ministers act more like company directors
rather than general managers)
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the minimisation of provider or bureaucratic capture (separating the roles of funder,
purchaser, provider)

•

a financial management system based on accrual accounting and a distinction between
outcomes and outputs

•

a strong emphasis on contestable provision and contracting out.

Similarly, O'Neill (1999: 79) notes that limited term contract employment was to become the
norm in Victoria. The Kennett Government's separation of the functions of policy advice
from service delivery is also based on principal/agent theory (O'Neill, 1999: 82).

Other

changes such as basing rewards on performance, minimising ministerial responsibility,
contracting out and competitive tendering were also similar to the changes that occurred in
New Zealand (O'Neill, 1999). Overall, the reform packages were remarkably similar.

The rest of this chapter discusses each piece oflegislation using interview material. Following
this general discussion are tables providing examples of ways in which the legislation is the
same, similar or different. This information is taken from the Acts themselves. For further,
more direct comparison, the Long Title and Purposes/Objects of the Acts are reproduced in
appendix two.

• Government business management
The State-Owned Enterprises Act 1986 (NZ) and the State Owned Enterprises Act 1992 (Vic)
reformed the management of the more commercial government activities. The most obvious
similarity is that these Acts have the same name. Several of those involved in the reform
process acknowledge that Victoria looked extensively at the New Zealand model (Hart, 2004:
Interview; Parker, 2004b: Interview). The legal team drafting the legislation looked closely at
New Zealand's legislation and "cherry-picked" a lot of that legislation (Baxter, 2004:
Interview; Plowman, 2004: Interview).

The large legal firm of Minter-Ellison ''used

particularly the SOE [State Owned Enterprises] legislation ... from New Zealand basically as
the core for redrafting Victoria's public service legislation" (Baxter, 2004: Interview). The
New Zealand State-Owned Enterprises Act itself is in fact an example of policy transfer as it
was closely modelled on similar Canadian legislation (Caygill, 2004: Interview).
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According to Baxter (2004: Interview), "structurally the New Zealand legislation gave us the
best basis - it put the SOEs clearly to one side, clearly identified them, gave them clear lines
of accountability and ... gave you a good vehicle for privatisation". It is said that few people in
Victoria would have had a sophisticated understanding of the intellectual underpinnings of the
State-Owned Enterprises Act, but they would have easily recognised the clear set of principles
it promoted (Swier, 2004b: Interview).

Although the strategic direction of these Acts was very similar the Kennett Government used
this legislation to go beyond what New Zealand had done in terms of commercialising and
privatising state businesses.

Victoria privatised at least eight businesses prior to 1995

(Woodward, 1999: 151). Those involved in the process state that privatisation was promoted
as necessary for debt reduction in Victoria (Swier, 2004b: Interview). The understanding of
the situation at the time was that Kennett needed money to combat Victoria's debt crisis and
selling government businesses was an attractive option (Parker, 2004b: Interview). Easton
(1994: 5) reports a similar situation in New Zealand where the Government claimed it was
selling assets to reduce public debt.

Further, he says that "it seems that the Treasury's

preoccupation dominated that of politicians and the policy quickly became, in effect, to
dispose of the assets as quickly as possible for reasons not at all to do with debt concerns"
(Easton, 1994: 5).

In some ways the process went more deeply in Victoria. For example, many more electricity
assets were privatised in Victoria than in New Zealand (Cosgriff, 2004: Interview). Victoria
moved much more quickly than did New Zealand towards privatisation and this is why state
owned enterprises in Victoria "had a far shorter leash than they did from government in New
Zealand" (Swier, 2004b: Interview).

Kennett sought to be actively involved in the

management of government businesses and departments (Scott, 2001: 91) and this contrasts
with the "arms length" relationship between state owned enterprises and their Ministers in
New Zealand (Boston et al., 1996: 248).
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Harvey Parker (2004b: Interview), who worked for a Department in the Cain Government and
later became the first Chief Executive of New Zealand Post, explains the different application
of this legislation in New Zealand and Victoria:
The thrust in Victoria was probably less with reform of the actual businesses in terms
of getting its performance really in shape but more in terms of creating business units
from the government utilities that could be sold off relatively quickly - so there was
some truncating of the New Zealand experience. The New Zealand model was
basically one where governments took the business first, reformed them, then looked to
sell. The Kennett agenda was to take the businesses, break them into structures that
could be sold and sell them even before the reform process had been completed ... So a
lot of the business transformation was left to the private sector owners whereas in the
New Zealand model most of the business transformation was actually done prior to
selling. And, in the case of New Zealand Post the company was never sold.
Kennett, therefore, bypassed an important stage in the New Zealand process by not reforming
businesses before selling them (Parker, 2004b: Interview).

Another difference is that in

Victoria all state owned enterprises had to borrow through the Treasury Corporation13 ,
whereas in New Zealand state owned enterprises were encouraged, or required, to borrow in
the private capital markets (private banks) (Swier, 2004b: Interview).

Table four, on the following page, outlines the principles and purposes of the State-Owned
Enterprises Act 1986 (NZ) and the State Owned Enterprises Act 1992 (Vic). One practical
aim of this legislation was to improve accountability. Examples of measures to improve
accountability are given to show the similarities in the Acts.

13 The Treasury Corporation (TCV) was established by the Treasury Corporation Act 1992. It came into
operation 1 January 1993 and the debt of Victoria's electricity, gas and water utilities along with the outstanding
government guaranteed debt issued by public authorities were all centralised within the TCV (Treasury
Cmporation a/Victoria, 2005).
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Table 4 Government business management
State-Owned Enterprises Act 1986 (NZ)

State Owned Enterprises Act 1992 (Vic)

Principles
Purposes
• "The principal objective of every State • State business corporations should operate "as
enterprise shall be to operate as a successful
efficiently as possible in accordance with
business ... " (State-Owned Enterprises Act,
prudent commercial practice" (State Owned
1986: s. 4.1)
Enterprises Act, 1992: s. 18)
• SOEs shall be "as profitable and efficient as • State business corporations should maximise
comparable businesses that are not owned by
their "contribution to the economy and wellthe Crown" (State-Owned Enterprises Act,
being of the State" (State Owned Enterprises
1986: s. 4a)
Act, 1992: s. 18)
• SOEs shall exhibit "a sense of social
responsibility by having a regard to the interests
of the community... " (State-Owned Enterprises
Act, 1986: s. 4c)

Practical measures
E.g. Improve accountability:
• "The Board of every State enterprise shall
deliver to the shareholding Ministers a draft
statement of corporate intent" (State-Owned
Enterprises Act, 1986: s. 14.1)
• " ... the Board of the State enterprise shall
deliver to the shareholding Ministers - a report
of the operations of the State enterprise and
those of its subsidiaries during that financial
year ... " (State-Owned Enterprises Act, 1986: s.
15.1)
• "Information is to be laid before the House of
Representatives" (State-Owned Enterprises Act,
1986: s. 17)
• Provisions are made for the audit of SOEs
(State-Owned Enterprises Act, 1986: s. 19)

Practical measures
E. g. Improve accountability:
• "The Board of a state business corporation must
prepare a corporate plan each year" (State
Owned Enterprises Act, 1992: s. 41.1)
•

•
•

•

"A state business corporation must, in respect
of each financial year, prepare an annual
report ... " (State Owned Enterprises Act, 1992:
s. 57)
Half-yearly reports required (State Owned
Enterprises Act, 1992: s. 55)
The "Treasurer is to present accounts and
reports to Parliament" (State Owned
Enterprises Act, 1992: s. 55)
Provisions are made for the audit of SOEs
(State Owned Enterprises Act, 1992: s. 58, 73)

Table four shows these two Acts to be very similar. They even have the same name. The
"Principles/Purposes" are very similar. Both Acts emphasise efficiency and espouse that
government businesses should operate as successful businesses with commercial objectives on
equal terms with the private sector. Both Acts also raise the issue of having a regard to the
wider community. The New Zealand Act couches this in terms of "social responsibility",
while the Victorian Act refers to maximising contributions to the economy and well-being of
the state. However, this is the Victorian Act's only mention of social responsibility issues. It
appears to be more focussed on financial and economic considerations. The New Zealand Act
makes further reference to such matters in the body of the Act. This difference is perhaps due
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to the fact that a Labour government introduced this Act in New Zealand while a LiberalNational coalition introduced this legislation in Victoria. Baxter says that Victoria should
have been more attuned to delivery and transition arrangements, and this would have meant
taking greater account of social responsibility and community service obligations as New
Zealand had done (Baxter, 2004: Interview). It is interesting to note that neither Act explicitly
state corporatisation or privatisation as an aim of the legislation. The Victorian Act has been
described as an ancillary piece of legislation designed to allow industrial reform to take place
(Baxter, 2004: Interview).

The table then uses the practical measure of improving accountability as an example to
highlight the striking similarities between the Acts.

For example, the New Zealand Act

requires a "statement of corporate intent" to be delivered to the shareholding Ministers and the
Victorian Act requires a "corporate plan" to be prepared each year. This example shows that
the terminology used in the Acts can vary slightly but the idea is essentially the same.
Another measure to improve accountability is to deliver/prepare annual reports of the
operations of state businesses.

Provisions are also made for the audit of state owned

enterprises in both instances, which is standard for business operations.

Other practical

measures also bear striking similarities. The New Zealand Act outlines the way in which
directors on the board of a state owned enterprise shall be accountable to the shareholding
Ministers (State-Owned Enterprises Act, 1986: s. 5). Similarly, the Victorian Act defines the
role of Directors in a similar manner (State Owned Enterprises Act, 1992: s. 23-24). In
Victoria, these sections essentially removed state owned businesses from parliamentary
oversight and placed them firmly in the executive branch of government, greatly empowering
the relevant ministers and the Treasurer (Woodward, 1999: 152).

Differences arise as parts of the Acts are specific to each jurisdiction. The New Zealand Act,
for example, refers to other New Zealand legislation (see for example s. 8), the Treaty of
Waitangi (see for example s. 9), and Maori land claims (see for example s. 27).

These

differences are to be expected when comparing legislation in different countries. The drafting
style is also somewhat different as overall the Acts are similar in length but the New Zealand
Act has 33 sections while the Victorian Act has 92 sections.
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Due to slight institutional differences, differences in emphasis on social responsibility and the
use of the legislation to achieve slightly different political and economic ends, Victoria could
not literally copy New Zealand's State-Owned Enterprises Act. However, overall, the Acts
are strikingly similar. As a state, Victoria had greater freedom to make decisions about state
owned enterprises as they were largely outside the powers of the Federal government (Baxter,
2004: Interview). Given the comments made by those interviewed and the similarities evident
in the Acts themselves it is reasonable to conclude that Victoria used New Zealand's StateOwned Enterprises Act as a template for its own modified legislation of the same name.

• Human resource management (public sector)
The State Sector Act 1988 (NZ) and the Public Sector Management Act 1992 (Vic) changed
the nature of human resource management in each jurisdiction. The results produced by the
Public Sector Management Act in Victoria were similar to those in New Zealand. It became
easier to remove employees for non-performance as staff were placed on limited term
contracts, grievance mechanisms were watered down and promotion was based on merit
(O'Neill, 1999: 79-80).

Measures to improve accountability were also introduced but in

Victoria this involved the Premier taking a more active role in the running of departments.

Kennett was able to exert unprecedented authority across a full range of government functions.
He introduced a "bureaucratic superstructure that became known as the 'Black Cabinet"'
because it was seen as an extra level of executive control (O'Neill, 1997: 81-82; Parkinson,
2000: 173).

Officially, it was called the State Coordination and Management Council

(SCAM), which was essentially an executive management team (Parkinson, 2000: 173; Scott,
2001: 91). Department heads met with Kennett weekly and ministers were not briefed on the
details of the performance contracts negotiated between the Premier and department heads
(Parkinson, 2000: 173). These meetings, also attended by the Police Commissioner and the
Public Service Commissioner, were seen to rival those of the cabinet in terms of their
significance (O'Neill, 2000: 111). They were the major form of central control in the Kennett
Government (O'Neill, 2000: 112). As Treasurer, Alan Stockdale was present at the first of
those meetings but then Kennett wanted "to establish that this was his forum and that they
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were accountable to him as head of government and he met with them for seven years without
anyone else attending" (Stockdale, 2004: Interview). Kennett is also said to have had a
"White Cabinet" of coalition politicians who nodded in unison with his "Black Cabinet"
(Donnovan, 2000: 155).

In Victoria the Premier became the employer of all department heads, who in tum became the
employers of all staff employed within their agencies (O'Neill, 1999: 79).

Ministers,

therefore, played a lesser role than they did in New Zealand as powers were shared between
the Premier, department heads, the Public Service Commissioner, and the Employee Relations
Commissioner (O'Neill, 1999: 79). The Public Service Board in Victoria was abolished and
many of its responsibilities were devolved to the department heads (O'Neill, 2000: 111). In
New Zealand the Minister was the "employer" of chief executives while the State Services
Commission was the "employer" for the purposes of negotiating conditions of employment for
chief executives. Chief executives were the employer of their staff.

The nature of departmental management also changed in Victoria with a large reduction in the
number of departments.

Twenty-two departments were amalgamated into 13 "mega-

departments" (O'Neill, 2000: 111). According to Baxter, this gave department heads greater
flexibility in employment practices (Baxter, 2004: Interview).

With regard to this

decentralised departmental management, Baxter recalls that the New Zealand State Services
Commissioner advised Victoria that giving departmental heads greater flexibility in
employment practices enabled significant changes to be made in the public service (Baxter,
2004: Interview). Part of this flexibility involved reducing the number of grading levels in the
public service so that employees would not worry about going down a grade should they take
on a new position (Baxter, 2004: Interview). O'Neill (1999: 80) describes the new approach
to a career in the public service in Victoria as:
... based on life-long learning and developing competencies that employers need,
develops within flexible working arrangements and rewards based on performance,
means mobility at the same or different levels in a flatter organisational structure, and
involves achieving work targets that change annually.
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This statement about the Victorian Public Sector Management Act is also highly reflective of
the New Zealand State Sector Act. The idea of "life-long learning" is interesting, however, as
staff were in fact placed on limited term contracts. In Victoria, department heads had multiple
lines of accountability. In terms of a flatter organisational structure, the amalgamation of
departments in the first Kennett ministry meant that 13 department heads reported to 22
ministers. Department heads were also accountable to the Premier, who was their employer.
The changes to the public sector in New Zealand and Victoria resulted in numerous
redundancies. In New Zealand, former Chairman of the State Services Commission 19861987, Rod Deane says that there were typically more applications for resignations than could
be accommodated, because of the generous redundancy packages being offered (Deane, 2004:
Interview). According to Baxter, in Victoria the approach taken was to achieve a significant
one-off reduction in the public service rather than destabilising the sector by making
incremental changes (Baxter, 2004: Interview).
Table five compares the State Sector Act 1988 (NZ) and the Public Sector Management Act
1992 (Vic). The principles and purposes of each Act are given. The main practical measure
of this legislation was to reorganise the public sector. Sections of the Acts that serve to
reorganise the public sector are reproduced in the table to show some of the similarities
between New Zealand's and Victoria's reforms.

Table 5 Human resource management (public sector)
State Sector Act 1988 (NZ)

Public Sector Management Act 1992 (Vic)

Principles
Purposes
• "To ensure that employees in the State services • "to promote among public sector employees a
are imbued with the spirit of service to the
spirit of service to the community" (Public
community" (State Sector Act, 1988: Long title
Sector Management Act, 1992: s. 3b)
a)
• "To promote efficiency in the State services" • "to emphasise the principals of merit,
responsible
management,
management
and "To ensure the responsible management of
competence and efficiency within the Victorian
the State services (State Sector Act, 1988: Long
public sector" (Public Sector Management Act,
title b, c)
1992: s. 3c)
•
"To maintain the appropriate standards of • "to maintain appropriate standards of integrity
and conduct for employees in the Victorian
integrity and conduct among employees in the
State services" (State Sector Act, 1988: Long
public sector" (Public Sector Management Act,
titled)
1992: s. 3d)
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•

"To ensure that every employer in the State
services is a good employer" (State Sector Act,
1988: Long title e)

The Victorian Act does not make reference to being
a "good employer".

Practical measures
E.g. Reorganisation of the public sector
• "Each department shall have, as its
administrative head, a chief executive" (State
Sector Act, 1988: s. 31.1) (Chief Executives
replaced permanent heads)
• "There shall continue to be a commission to be
known as the State Services Commission, and a
Department of State to be known as the Office
of the State Services Commission" (State
Sector Act, 1988: s. 3)
• a Senior Executive Service was established
(State Sector Act, 1988: s. 46, 48)

Practical measures
E.g. Reorganisation of the public sector
• Section 9 creates the position of Department
Heads (Public Sector Management Act, 1992: s.
9).
These are comparable to NZ chief
executives.
• "For the purposes of this Act there shall be a
Public Service Commissioner" (Public Sector
Management Act, 1992: s. 44)

•

•

Chief executives will have an employment
contract (State Sector Act, 1988: s. 38.3)

•

•

"Every chief executive shall be appointed for a
term of not more than 5 years" (State Sector
Act, 1988: s. 38.1)

•

•

"The Commission shall be responsible to the
appropriate Minister or Ministers for
reviewing ... the performance of each chief
executive" (State Sector Act, 1988: s. 43.1)

•
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a chief executive service and senior executive
service was established (Public Sector
Management Act, 1992: s. 53, 54)
"the employment of an executive officer shall
be governed by a contract of employment"
(Public Sector Management Act, 1992: s. 55.1)
"A contract of employment. .. must not be more
than 5 years after the date on which it came into
force" (Public Sector Management Act, 1992: s.
55.2)
"The Public Service Commissioner shall be
responsible to the appropriate Ministers for
reviewing ... the
performance
of
each
Department Head" (Public Sector Management
Act, 1992: s. 57.1)

Table five shows that the wording of the "Principles/Purposes" is virtually identical. Both
Acts want to promote a "spirit of service to the community" (Public Sector Management Act,
1992: s. 3b; State Sector Act, 1988: Long title a). "Efficiency" and "responsible management"
are also key terms used in both Acts.

The third bulleted point in the table comparing

principles and purposes shows these items to be exactly the same except for the use of a
different preposition. The main difference in the principles and purposes is that the Victorian
Act does not make reference to being a "good employer". This is similar to the omission of
any reference to exhibiting social responsibility in the Victorian State Owned Enterprises Act.
The table uses examples of the "Reorganisation of the Public Sector" to show the similarities
in the practical measures taken. Again, terminology varies slightly with a "Department Head"
in Victoria equating to a "Chief executive" in New Zealand. Their principal responsibilities,
however, are essentially the same (Public Sector Management Act, 1992: s. 13; State Sector
Act, 1988: s. 32, 34). The Public Sector Management Act in Victoria gave department heads
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similar powers to those exercised by chief executives in the private sector (O'Neill, 2000:
111).

A more substantial difference arises in the retention of the State Services Commission in New
Zealand while the Victorian Act only makes mention of a Public Service Commissioner. The
Public Service Commissioner replaced the Public Service Board in Victoria (O'Neill, 1997:
79). The more significant Board powers were redistributed between the Premier and heads of
departments (O'Neill, 1997: 80). Kennett gained more power. Both Acts also establish a
senior executive service but Victoria's Senior Executive Service had its origins in the earlier
Thompson administration (O'Neill, 1999: 78). New Zealand's State Sector Act says that the
service "shall constitute a unifying force at the most senior levels of the Public Service",
although New Zealand's Senior Executive Service never operated successfully (State Sector
Act, 1988: s. 46). Victoria's Public Sector Management Act does not make these claims and
does not explicitly state the role of the service.

Another example of implementing the same practical measures is the introduction of fixedterm performance based contracts (Public Sector Management Act, 1992: s. 55.1; State Sector
Act, 1988: s. 38.1, 38.3). In both cases executives are appointed for a period not exceeding
five years. In Victoria, those limited term contracts could be terminated with four weeks
notice (O'Neill, 1999: 79).

Furthermore, both Acts provide for very similar measures for review. In the New Zealand Act
the "Commission shall be responsible to the appropriate Minister or Ministers for
reviewing ... the performance of each chief executive" and in the Victorian Act "The Public
Service Commissioner shall be responsible to the appropriate Ministers for reviewing ... the
performance of each Department Head" (Public Sector Management Act, 1992: s. 57.1; State
Sector Act, 1988: s. 43).
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The previous discussion has shown that the State/Public Sector Acts were very similar but by
no means the same. It was not possible for Victoria to "copy" exactly New Zealand's State
Sector Act, although the degree of similarity suggests that Victoria's Public Sector
Management Act was modelled on New Zealand's legislation.

• Human resource management (employment)
The Employment Contracts Act 1991 (NZ) and the Employee Relations Act 1992 (Vic) also
reformed the nature of human resource management in New Zealand and Victoria
respectively. Opinion varies on the extent to which ideas were borrowed from New Zealand
on employment issues. Ken Baxter (2004: Interview) points out that because of the division of
powers at the state and federal levels in Australia, New Zealand's legislation could not simply
be copied. He says that the principles of the New Zealand Act were substantially copied
rather than the content (Baxter, 2004: Interview). Alan Stockdale (2004: Interview), whose
background is in industrial relations, says that the Victorian government "had views of their
own that were very strongly developed in the Australian environment" but that these views
were probably "reinforced by contact with New Zealand". In response to the suggestion that
Victoria "copied" New Zealand's Employment Contracts Act, Hart (2004: Interview) insists
that Victoria ''took their flavour on it" when devising the Employee Relations Act. It is
common for people to claim innovation when describing programmes that are new to a
particular jurisdiction.

According to Rik Hart, Victoria was unable to use this legislation to the same end as in New
Zealand because federal law in Australia overrides state law in the area of employment (Hart,
2004: Interview). The Federal Keating Government amended its Industrial Relations Act
1988 in late 1992, which allowed Victoria's non-executive public servants to work under
Federal rather than Victorian employment legislation (O'Neill, 2000: llO). Approximately
200,000 workers chose to register in the Federal system (O'Neill, 2000: 110). Because of this
the Victorian Employee Relations Act was amended in 1994 in an attempt to counter federal
intervention. Despite this, more collective agreements were registered in the federal system
thereby bypassing the Victorian State legislation. In November 1996 the Kennett Government
referred its industrial relations power to its federal counterpart, which resulted in dual
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regulation. This referral of powers may be seen as a defeat of Kennett's industrial relations
revolution (Teicher & Van Gramberg, 1999: 168-171). The situation in Victoria was seen as
unfortunate by those, such as Des Moore, who saw the New Zealand system as beginning to
demonstrate how a contract oriented system could help attract investment and increase
employment (D. Moore, 1993: 8). Victoria was unable to enforce effectively its Employee
Relations legislation as originally intended because of the recourse employees had to the
federal system. New Zealand's policies influenced Victoria's thinking but ultimately it could
not exercise full autonomy over its employee relations.

Table six compares the New Zealand's Employment Contracts Act 1991 and Victoria's
Employee Relations Act 1992. It compares the principles and purposes of each Act, which are
found to be quite similar. Examples of practical measures relating to freedom of association,
employment contracts, industrial action and institutions are given to show the similarities
between the wording and content of the Acts.

Table 6 Human resource management (employment)
Employment Contracts Act 1991 (NZ)

Employee Relations Act 1992 (Vic)

Principles
•
" ... to promote an efficient labour market..."
(Employment Contracts Act, 1991: Long title)
•
"To provide for freedom of association"
(Employment Contracts Act, 1991: Long title a)
• "To allow employees to determine who should
represent their interests in relation to
employment issues" (Employment Contracts
Act, 1991: Long title b)

Purposes
•
" ... to promote efficient and productive industry
in Victoria and an efficient labour market"
(Employee Relations Act, 1992: s. 3a)

•

•

•

To allow employees to be bound by an
individual or collective employment contract
(Employment Contracts Act, 1991: Long title c
i-ii)
To allow employers to choose whether to
negotiate individual or collective contracts
(Employment Contracts Act, 1991: Long title d
i-ii)
Whether contracts are collective or individual is
a matter for negotiation (Employment Contracts
Act, 1991: Long title e)

•

•

•

•

"to establish an employee relations system for
Victoria which facilitates the freedom of
employers and employees to choose how they
regulate their own affairs" (Employee Relations
Act, 1992: s. 3b)
"to facilitate the prevention and settlement of
disputes between employees and employers"
(Employee Relations Act, 1992: s. 3c)
"to promote industrial harmony and cooperation
between
employees
and
employers ... " (Employee Relations Act, 1992:
s. 3d)
to provide a framework for the settlement of
disputes (Employee Relations Act, 1992: s. 3f-j)
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Practical measures
E.g. Freedom of association
• "Employees shall have the freedom to choose
whether or not to associate with other
employees for the purpose of advancing the
employees" collective employment interests"
(Employment Contracts Act, 1991: s. Sa)
• ''No person may, in relation to employment
issues, apply any undue influence, directly or
indirectly, on any other person by reason of that
other person's association or lack of
association, with employees" (Employment
Contracts Act, 1991: s. Sb)

•

Practical measures
E.g. Freedom of association
• "all persons ... have the freedom to choose
whether or not to associate with other persons
for the purposes of advancing their employment
interests" (Employee Relations Act, 1992: s.
53a)
• "no person may, in relation to employment
issues or the provision of services, apply any
undue influence, directly or indirectly, on any
other person by reason of that other person's
association, or lack of association, with other
persons" (Employee Relations Act, 1992: s.
53b)
The Act provides for voluntary membership of • The Act provides for voluntary membership of
employees associations (Employment Contracts
employees associations (Employee Relations
Act, 1991: s. 6)
Act, 1992: s. 54)

E.g. Employment contracts
• "Where there is no applicable collective
employment contract, each employee and the
employer may enter into such individual
employment contract as they think fit"
(Employment Contracts Act, 1991: s. 19.1)
• "An employer may enter into a collective
employment contract with any or all of the
employees employed by the employer"
(Employment Contracts Act, 1991: s. 20.1)
• "Every collective employment contract shall be
in writing" (Employment Contracts Act, 1991:
s. 20.4)
• Collective employment contracts must be
lodged with the Secretary of Labour
(Employment Contracts Act, 1991: s. 24)
• "All employment contracts must contain an
effective procedure for the settlement of
personal grievances" (Employment Contracts
Act, 1991: s. 26a)
•

Employment

records

must

be

kept

(Employment Contracts Act, 1991: s. 47)

E.g. Employment contracts
• "An employee who is not covered by a
collective employment agreement and his or
her employer may enter into any individual
employment agreement they think fit"
(Employee Relations Act, 1992: s. 9.1)
• "An employer may enter into a collective
employment agreement with any or all of the
employees employed by the employer"
(Employee Relations Act, 1992: s. 8.1)
• ''Every collective employment contract must be
in writing ... " (Employee Relations Act, 1992: s.
10.1)
• Collective agreements must be lodged with the
Chief Commission Administration Officer
(Employee Relations Act, 1992: s. 13)
• Employment agreements
must
contain
provisions "that set out procedures to be
followed to prevent or settle claims, disputes or
grievances ... " (Employee Relations Act, 1992:
s. 14.4)
• Employment records must be kept (Employee
Relations Act, 1992: s. 43)

E.g. Industrial action
• "The rights of employees to strike and the right
of an employer to lockout are recognised,
subject to certain constraints" (Employment
Contracts Act, 1991: s. 60a)

E.g. Industrial action
• Participation in industrial action is unlawful if
certain conditions apply (Employee Relations
Act, 1992: s. 36.1)

E.g. Institutions
• ''There is hereby established a Tribunal, to be
called
the
Employment
Tribunal. .. "
(Employment Contracts Act, 1991: s. 77)

E.g. Institutions
• "There is established a Commission called the
Employee Relations Commission of Victoria"
(Employee Relations Act, 1992: s. 82)
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•

"The general function of the Tribunal shall be
to assist employers and their representatives
and employees and their representatives to
achieve and maintain effective employment
relations, in particular, by facilitating mutual
resolution of differences between the parties to
employment contracts" (Employment Contracts
Act, 1991: s. 78.1)

•

"The functions of the Commission are - to
facilitate the prompt settlement of industrial
matters and disputes in a fair manner by
agreement,
mediation,
conciliation and
arbitration ... " (Employee Relations Act, 1992:
s. 83)

The table shows that the principles and purposes bear similarities and differences. Both
promote an efficient labour market and say that employers and employees should be free to
regulate their own affairs. The New Zealand Act is explicit about its focus on the use of
contracts in its "Principles", whereas the Victorian Act's "Purposes" emphasises industrial
harmony and dispute settlement and does not mention contracts. Contracts were the key tool
used to individualise employment relations in New Zealand and Victoria (Boston et al., 1996:
368; Teicher & Van Gramberg, 1999: 163-164).

In terms of practical measures, certain sections dealing with freedom of association are shown
to be virtually the same. In both instances employees have the freedom to choose whether or
not to associate with other employees for the purposes of advancing their employment
interests and no one may exert influence on an employee by reason of their association or nonassociation with other employees.

Further, membership of employees' associations is

voluntary. Other sections, such as those dealing with employment contracts are so similar that
they differ only in the use of certain words. For example, the New Zealand Act uses the word
"contract" and the Victorian Act uses the word "agreement".

Both Acts stipulate that

employment contracts must be in writing. In New Zealand, collective employment contracts
must be lodged with the Secretary of Labour. In Victoria collective agreements must be
lodged with the Chief Commission Administration Officer.

This is an example of an

institutional difference as contracts/agreements are lodged with different public bodies, but the
practice of them being lodged with another body is the same.

Both Acts stipulate that

employment contracts/agreements must contain effective procedures for the settlement of
grievances and both Acts state that employment records must be kept. Industrial action is
deemed unlawful, subject to certain conditions. Both Acts also establish a body to deal with
industrial disputes. In New Zealand it is the Employment Tribunal and in Victoria it is the
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Employee Relations Commission of Victoria. The functions of the Tribunal and Commission
are similar.

The New Zealand Employment Contracts Act 1991 and the Victorian Employee Relations Act
1992 have very similar aims, principles and purposes. The similarities evident in the Acts and
the comments made by those interviewed suggest that Victoria looked at New Zealand's
legislation but modified this Act more than was the case with either the State Owned
Enterprises Act or the Public Sector Act. Victoria was less able to "copy" New Zealand's
legislation in this instance because of the division of powers at the state and federal levels.

11

Financial management

The Public Finance Act 1989 (NZ) and the Financial Management Act 1994 (Vic) reformed
the nature of financial management in New Zealand and Victoria.
Table seven outlines the principles and purposes of each Act.

The sections relating to

financial statements, accountability and regulations are then compared to highlight similarities
between the Acts.
Table 7 Financial management
Public Finance Act 1989 (NZ)

Financial Mana2ement Act 1994 (Vic)

Principles
• "Provide a framework for Parliamentary
scrutiny of the Government's management of
the Crown's assets and liabilities ... " (Public
Finance Act, 1989: Long title a)
• "Establish lines of responsibility for the use of
public financial resources" (Public Finance
Act, 1989: Long title b)
• Establish financial management incentives to
encourage effective and efficient use of
financial resources in departments and Crown
agencies" (Public Finance Act, 1989: Long title
c)
• "Specify the minimum reporting obligations of
the Crown, departments and Crown agencies"
(Public Finance Act, 1989: Long titled)
• "Safeguard public assets by providing statutory
authority and control for the raising of loans,
issuing of securities, giving of guarantees,
operation of bank accounts, and investment of
funds" (Public Finance Act, 1989: Long title e)

Purposes
• "to improve financial administration of the
public sector" (Financial Management Act,
1994: s. la)

•

"to make better provision for the accountability
of the public sector" (Financial Management
Act, 1994: s. lb)

•

"to provide for annual reporting to the
Parliament by departments and public sector
bodies" (Financial Management Act, 1994: s.
le)
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Practical measures
E.g. Financial statements
• "The Treasury shall ... prepare consolidated
annual financial statements for the Crown for
that financial year" (Public Finance Act, 1989:
s. 27)
" The Audit Office will issue an opinion on the
financial statements it is given (Public Finance
Act, 1989: s. 30)
• Financial statements will be tabled in the House
of Representatives (Public Finance Act, 1989:
s.31)

Practical measures
E.g. Financial statements
• "The Minister must, in respect of each financial
year, cause a statement of financial operations
to be prepared" (Financial Management Act,
1994: s. 24)
• The Auditor-General must make a report on the
annual statement (Financial Management Act,
1994: s. 26)
• Financial statements will be laid before each
House
of the
Parliament
(Financial
Management Act, 1994: s.27)

E.g. Accountability
• "The Chief Executive of a department shall be
Responsible to the Minister for the financial
management and financial perfo1mance of the
department. .. " (Public Finance Act, 1989: s.
33.2)

E.g. Accountability
• " ... there must be an accountable officer for
each department and public body'' and "the
accountable officer for a department is the
department head of that department" and "the
accountable officer for a public body is the
chief
executive
officer ... "
(Financial
Management Act, 1994: s. 42)

E.g. Regulations
• "The Governor-General may from time to time,
make regulations ... " on a number of financial
matters (Public Finance Act, 1989: s. 81)

E.g. Regulations
• "The Governor in Council may make
regulations for or with respect to ... " a number
of financial matters (Financial Management
Act, 1994: s. 59)

The New Zealand and Victorian Acts sought to introduce new financial management
procedures into the public service. The principles and purposes are largely the same, although
the Victorian Act is more succinct in outlining its purposes. Both Acts aim to improve public
sector financial administration. The Victorian Act refers to improving "accountability" while
the New Zealand Act refers to establishing "lines of responsibility". Both Acts also specify
reporting requirements. The New Zealand Act is more detailed in outlining its purposes as it
also wants to establish financial management incentives to encourage effective and efficient
use of financial resources. It seeks to safeguard public assets through statutory authority. The
provision of fmancial statements is a practical measure incorporated in both Acts. In both
cases an auditing body must report on the financial statements. In New Zealand it is the Audit
Office and in Victoria it is the Auditor-General. The Kennett Government had a hostile
relationship with the Auditor-General and many thought Kennett sought to weaken the form of
accountability the office of the Auditor-General represents (O'Neill, 1997: 4).

Financial
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statements are to be tabled in the House of Representatives in New Zealand and before each
House of Parliament in Victoria. This is a standard measure but demonstrates the similarities
in the Parliamentary systems.

Accountability measures are a key component of this legislation. The New Zealand Act
stipulates that the chief executive of a department shall be responsible to the Minister for the
financial management and performance of the department. In Victoria the accountable officer
for a department is the head of that department and the accountable officer for a public body is
the chief executive officer. The final example in the table relates to regulations. In New
Zealand the Governor-General may from time to time make regulations on financial matters
and in Victoria the Governor-in-Council may make regulations with respect to financial
matters. That certain authority may be delegated to a representative of the monarch reflects
New Zealand's and Australia's shared colonial history. More importantly, this effectively
places more power in the hands of the Executive as the Governor-General or Governor-inCouncil takes instructions from the Executive.

There is also a difference in the definitions used in the Acts. New Zealand uses the term
"outputs" and the Victorian Act refers to "services".

The New Zealand definition of

"Outputs" is "the goods or services that are produced by a department, Crown agency, Office
of Parliament, or other person or body" (Public Finance Act, 1989: s. 2). The Victorian
definition of "Services" (in relation to a department), "includes recurrent services and works
and services" (Financial Management Act, 1994: s. 3). However, Victoria began to use the
term "outputs" in its Financial Management (Amendment) Act 1998. In this Act, outputs
"means goods produced or services provided by or on behalf of an authority or public body"
and the definition of "services" is repealed (Financial Management (Amendment) Act, 1998: s.
4). The Acts became more similar over time.
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• Summary
The legislative package adopted by Victoria was essentially the same as that implemented in
New Zealand.

Victoria was sufficiently similar culturally and institutionally that it was

possible to use policy ideas from New Zealand when it had the opportunity to reform its public
sector. This opportunity arose with a change in government when conditions conducive to
change had been established. Policy transfer requires tangible evidence of the similarities
between programmes in operation. The Acts presented here are sufficiently similar to provide
such evidence.

"Intentionality" or "conscious imitation" is also a key feature of policy

transfer and it has been shown that agents of change in Victoria intentionally looked at New
Zealand's legislation when seeking solutions to their policy problems. This was facilitated by
network interaction, which is also raised in hypothesis two.

The Acts were "copied" to varying degrees and exhibit varying degrees of similarity. The
State Owned Enterprises Acts are found to be the most similar. Indeed, one is virtually a
blueprint of the other. The underlying objectives of the Acts are very similar and some
sections of the Acts are almost exactly the same. Slight institutional differences, differences in
emphasis on social responsibility, the fact that Victoria is a state in a federation and New
Zealand is a unitary state, and the fact that parts of the Acts are jurisdiction specific mean that
the Acts cannot be copied exactly.

However, these differences do not alter the core

similarities between the Acts.

The mam impact of Victoria's public sector reforming legislation was to redefine
accountability in Victoria. The human resource legislation, for example, changed the staffing
of the public sector considerably and reconfigured the distribution of executive power. The
Premier advised Parliament that "the government makes no apology for making itself
accountable, nor for introducing accountability into the public service" (Kennett, 1992a: 13).
However, this managerial form of accountability is quite different from a constitutional form
of accountability usually expected in a Westminster Parliamentary democracy.
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The Westminster model of government relies upon the existence of accountable relationships
between public servants and ministers, ministers and parliament and parliament and the people
(O'Neill, 1997: 4). However, economic reform can lead to an increase in the power of the
executive branch of the government (Kelsey, 1995: 7).

Under the Kennett Government,

accountability came to be "defined in terms of accountability to the political executive, and in
particular, the Premier" (O'Neill, 1997: 5). Kennett's "impatience with officialdom and red
tape has often extended to a resentment of the processes of scrutiny and accountability that are
fundamental to parliamentary democracy" (Donnovan, 2000: 148).

The power of the

executive increased under Kennett's Government and weakened traditional avenues of
political accountability. In 1999, as leader of the opposition Victorian Labor Party, John
Brumby published a paper called Restoring Democracy. This was an account of how the
Kennett Government "has worked furiously to centralise power in its own hands" (Brumby,
1999: 3).
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5. Transmission mechanisms

• Introduction
This chapter addresses the hypotheses that Victoria adopted similar policies to New Zealand
as a result of: agents of policy change responding to a change in thinking, various networks
operating between New Zealand and Victoria; and/or multi-directional exchanges involving
New Zealand, Victoria and supranational organisations.

These hypotheses cannot be

separated easily and this is reflected in the following discussion. A range of transmission
mechanisms were responsible for the ideas in circulation in Victoria and the programmes that
were implemented. These transmission mechanisms include individuals (ministers, officials,
academics, and consultants), supranational organisations, think-tanks, trade and business
interest groups and written material. These individuals and groups operated at the local state
level, national, trans-national, and international levels. This chapter refers to many of the
people interviewed in this study. There is a fold-out table of interviewees in appendix one for
ease of reference.

• Labor in office - 1982-1992
The Victorian Labor Party under John Cain came to power at a difficult time in 1982. The
recession in 1981-1982 and subsequent job losses contributed to low state morale and social
conditions deteriorated during the Labor Government's term (Davidson, 1992: 25-27).
Labor's relationship with the unions worsened from 1982 and health policy became
increasingly difficult for the Government after 1985 (Alford, 1992: 145; Murphy, 1992: 183).

The perception of poor financial management by the Labor Government contributed to the
dissatisfaction with their performance. The economy was ailing and the collapse of several
major financial institutions led to the perception of fiscal crisis (Shamshullah, 1999: 3). The
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State's credit rating was downgraded in June 1990 and May 1991 14 (Hayward, 1999: 136). In
1991, a Strategic Management Review of the Parliament of Victoria found that the institution
had been "debased" and that Parliament was in financial crisis (Harkness, 1999: 67). This
Review called for finances to be controlled by parliament rather than cabinet and advocated a
greater watch dog role for parliament (Harkness, 1999: 67).

In July 1992 the Labor Government rejected the option of privatising the major government
trading bodies (Sheenan, 1992: i). Labor cited overseas experience to suggest that the trading
bodies would be sold at a price well below their net worth (Sheenan, 1992: iii)

In 1992 the Labor Government, now led by Joan Kirner, may have sensed that it would not
survive the next election and that the new government may attempt to use a Commission of
Audit to discredit it (B. Walker, 2000: 41). Don Nicholls was hired to report on Victoria's
finances in an attempt to pre-empt such a move. He found that Victoria had moderate levels
of state debt and liabilities (B. Walker, 2000: 41 ).

• The Liberals in opposition - 1982-1992
Policy work on the direction taken following the 1992 election preceded that election by
several years. For example, prior to 1985 a lot of preparatory policy research work was done
by members of the opposition. Haddon Storey, a Liberal shadow minister, drew heavily on
Canadian initiatives for central government reform (Stockdale, 2004: Interview). His template
of policy reform was important in guiding Liberal Party thinking for many years (Parkinson,
2000: 67). Alan Stockdale, who was the shadow Treasurer 1985-1992 and Deputy Leader of
the Opposition 1990-1991, later carried on the work of Haddon Storey and became a key
driver of the Party's preparatory work (Stockdale, 2004: Interview). Between 1985 and 1992
Kennett and Stockdale continued to familiarise themselves with trends in the rest of the world
and within Australia (Stockdale, 2004: Interview). Jim Plowman identifies Stockdale as the
principal architect of Victoria's reform plans (Plowman, 2004: Interview). Other interviewees
14

The highest rating assigned by Standard & J>oor's is "AAA", which is an "extremely strong" credit rating.
"AA" is considered to be "very strong" and "A" is considered "strong" (Ratings definitions, 2005). Moody's
rating system is slightly different and uses the descriptors "Aaa", "Aal" and "Aa" to convey similar information

(Moody's - Definitions of bond ratings).
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also made reference to the extensive preparatory work carried out by those in the opposition
(Moore, 2004: Interview; Plowman, 2004: Interview). Members of the Liberal opposition felt
that Labor had provided an example of what did not work and the Liberal-National coalition
government, according to Stockdale, felt they had a good understanding of why it did not
work (Stockdale, 2004: Interview).

There were numerous links between people involved with New Zealand's reforms and people
involved with Victoria's reforms. For example, Roderick Deane (New Zealand) and Michael
Porter (Victoria), worked together with several leading business people to try and set up a
Tasman University to be based in Melbourne and Auckland but the idea collapsed in 1987
(Deane, 2004: Interview; Macquarie CountryWide Trust buys Progressive supermarket

properties, 2005). Roderick Deane was the Chairman of the State Services Commission in
New Zealand from 1986-1987 and was then the Chief Executive of the Electricity Corporation
of New Zealand from 1987-1992. Michael Porter has been a Professor of Economics at
universities including Monash, Yale, and Stanford (Tasman Asia Pacific: History, 2004).

Around this time Stockdale visited New Zealand and met with those involved with the
privatisation of New Zealand Telecom (Stockdale, 2004: Interview). An important contextual
point for Stockdale emerging from these meetings was the idea that the change required was
greater than anybody had imagined (Stockdale, 2004: Interview).

Another link between Victoria and New Zealand existed between Alan Stockdale and Roger
Douglas. Roger Douglas was New Zealand Minister of Finance 1984-1988 15 and key figure in
New Zealand's reforms.

Douglas, and his advisor Geoff Swier, met with Stockdale in

Melbourne in 1989 (Swier, 2004b: Interview). Swier (2004b: Interview) emphasises that it
was not "a profound moment in history'', but it is nonetheless an example of direct personal
contact between agents of change in New Zealand and Victoria. Interviewees such as Baxter
and Stockdale deemed Roger Douglas to be highly regarded, particularly by business interest

15 Roger Douglas was New Zealand Minister of Finance from July 1984-December 1988. He retired from
politics in 1990 and was knighted in 1991. Since 1990 he has done a lot of consultancy work on privatisation
(Roger Douglas, 2005).
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groups in Victoria, and this gave greater credibility to what had been done in New Zealand
(Baxter, 2004: Interview; Stockdale, 2004: Interview).

Around 1990, Roderick Deane was asked to go to Sydney to talk to New South Wales officials
about New Zealand's reforms (Deane, 2004: Interview). Ken Baxter, who was to become the
Chairman of the Public Service Board in Victoria in 1992 and the Secretary of the Victorian
Department of Premier and Cabinet 1992-1995, issued the invitation.

The Tasman Institute was formed in 1990 as a substitute for the Tasman University that did
not eventuate (Macquarie CountryWide Trust buys Progressive supermarket properties,
2005). The Tasman Institute was formed with the objectives of providing research, advice and
strategies on a broad range of issues, including economic restructuring and reform in
Australia, New Zealand and the region (Tasman Asia Pacific: Tasman Institute, 2005). The
Tasman Institute was reportedly funded by Michael Porter and equity contributions from six
companies, including Electricorp, which was then headed by Roderick Deane (Macquarie
Country Wide Trust buys Progressive supermarket properties, 2005). Roger Douglas was also
a founding Chairman of the Institute in 1990 (Tasman Asia Pacific: History, 2004). Deane
(2004: Interview), who was a Board member of the Tasman Institute for many years, notes
that "the Tasman Institute played a useful role in terms of publishing papers, doing advocacy
[and] doing consultancy around all this stuff'.

The Tasman Institute also worked closely with the New Zealand Business Roundtable
(NZBR). It awarded Roger Kerr, the Executive Director of the NZBR, the first "Tasman
Medal" in 1994 for services to economic reform (Kerr, 2004: Interview). Roderick Deane and
Roger Kerr also have a close association in New Zealand as Deane lectured Kerr at university
(Murray & Pacheco, 2000: 9) and Kerr was later a director of the Electricity Corporation of
New Zealand (1986-1994) of which Deane was the Chief Executive (1987-1992) (Roger Kerr,
Executive Director, 2005). Kerr is also an example of a link between the New Zealand
bureaucracy and think tank networks as he worked for the New Zealand Treasury for ten years
before becoming Executive Director of the New Zealand Business Roundtable (Goldfinch,
2003; Kerr, 2004: Interview).
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While in opposition Stockdale sought to familiarise himself with trends in other countries and
the United Kingdom was one source of policy inspiration (Stockdale, 2004: Interview). In
1990 he undertook post-graduate study at the London School of Economics on a British
government scholarship and spent time examining the United Kingdom's ''Next Steps"
Programme (Stockdale, 2004: Interview). There Stockdale had contact with members of
British think-tanks, civil servants, industry leaders, the Institute of Economic Affairs and
various other bodies (Stockdale, 2004: Interview).

Canada was another influence and Stockdale read a lot about Canada and hosted visits from
several provincial Canadian ministers (Stockdale, 2004: Interview). He also spent some time
in New South Wales and so domestic learning was also important. There was an interchange
of policy thinking between Victoria and other states (Swier, 2004b: Interview).

While in opposition, Liberal Party Member of Parliament, Jim Plowman was on a public
bodies review committee that travelled to New Zealand to investigate improvements that could
be made to service delivery through privatisation (Plowman, 2004: Interview).

The

Committee met with cabinet ministers and bureaucrats and this visit was followed up with
close consultation with the private sector in Victoria and, according to Plowman, this
contributed to the formulation of a Victorian model of change (Plowman, 2004: Interview).

While individuals such as Stockdale and Plowman were building their policy ideas the
situation in Victoria seemed to deteriorate and become more conducive to reform.

As

mentioned earlier in this chapter, the State's credit rating was downgraded in June 1990 and
again in May 1991 (Hayward, 1999: 136). Credit rating agencies, including Standard and
Poor's and Moody's, started to assess the states for their borrowing and their capacity to
service the borrowing. Reports from such agencies were published by the press (Moore, 2004:
Interview). The credit downgrades were able to be used as part of a careful marketing strategy
on the part of right wing think-tanks who allegedly contributed to the manufacture of a debt
crisis throughout the 1980s (Hayward, 1999: 146).
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As the election grew nearer certain think-tanks continued to manipulate perceptions of the
State's poor financial position (Hayward, 1999: 146). At this point think tanks were useful for
generating debate and expanding the parameters of the debate surrounding the need for reform
(Officer, 2004: Interview; Rae, 2004: Interview). The Institute of Public Affairs (IPA) and the
Tasman Institute are examples of such think tanks and emerge as the key think-tanks in
Victoria at the time of the reforms (Teicher & Van Gramberg, 1999: 160).

The IPA was founded in 1943 as "an independent, non-profit public policy think-tank,
dedicated to preserving and strengthening the foundations of economic and political freedom"

(About the IPA, 2005). It has run a strong editorial line on privatisation since the 1980s
(Stone, 2000: 53). Des Moore was a key figure in the IPA during the 1990s. He is an
example of a link between the Australian bureaucracy and think-tank networks as he worked
for the Commonwealth Treasury for 28 years before becoming a senior fellow at the IP A
(Moore, 2004: Interview).

The IP A, the Tasman Institute and a number of business interests collaborated to produce a
major report in 1991 called Victoria: An Agenda for Change, which was part of a larger
project named Project Victoria (Moore & Porter, 1991b)1 6• Its aim was to "solve the major
economic and budgetary issues facing Victoria without increasing the burden of taxation"
(Moore & Porter, 1991b: preface). The Australian reported that they aimed to come up with
"a blueprint for renewing the State's economy" (Simons, 1993). In contrast, Des Moore, of
the IP A, says that Project Victoria was a "first attempt" at trying to show why less government
is needed (D. Moore, 1991: 3). Comments such as this begin to reveal the ideological nature
of the position some individuals favoured. Think-tanks and business groups did not have
enough access to government that they could truly provide a "blueprint" for reform. Having
had experience working within government (Commonwealth Treasury) Des Moore says that
"it is only the insider who really knows where all the dead cats are buried" (D. Moore, 1991:
3).

16 Several other smaller reports were written particularly in relation to utilities such as gas, water and electricity.
For further examples see page 81.
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Most think-tanks claim to act in the public interest but may be funded by business interests or
promote a certain ideological position. Some of the Tasman Institute's funding, for example,
came from leading businessmen such as Richard Pratt, Rupert Murdoch, Hugh Morgan and
Ballieu Myer17 (Murray & Pacheco, 2000: 9). Jeff Rae says that a key role of think-tanks can
be to generate alternative "independent" policy advice (Rae, 2004: Interview). However, this
advice cannot necessarily be considered "independent" of government when Stockdale himself
says that a key role of think tanks was to give the government's policies credibility (Stockdale,
2004: Interview).

A "well-oiled" informal network of business organisations began to work while the Liberals
were still in opposition (Simons, 1993). According to Des Moore, co-editor of Victoria: An

Agenda for Change, many of these organisations supported Project Victoria as they believed
the State was not operating efficiently, was adding to their costs and was not keeping the
unions under control (Moore, 2004: Interview). Businesses were happy to contribute money
to get issues of interest to them on the public agenda (Rae, 2004: Interview). The business
organisations listed as forming and sponsoring Project Victoria in Victoria: An Agenda for

Change are the: Australian Chamber of Manufacturers; Building Owners and Managers
Association; Business Council of Australia; Bus Proprietors Association; Confectionery
Manufacturers of Australia; Insurance Council of Australia; Real Estate Institute of Victoria;
Retail Traders Association of Victoria; State Chamber of Commerce and Industry (Vic);
Victorian Automobile Chamber of Commerce; Victorian Brick Manufacturers' Association;
Victorian Employers' Federation; and the Victorian Farmers' Federation (Moore & Porter,
1991b). Des Moore (2004: Interview) says that this support was a unique occurrence in
Victoria because business groups "traditionally have different attitudes towards the role of
government.. .different sensitivities and want to protect different areas". The involvement of
all these groups helped to stimulate thinking about the need for change.

17

Richard Pratt is currently Chairman ofVisy Industries, a family business he has been involved with since 1969

(Richard Pratt, 2005). Born in Australia, Rupert Murdoch is now an American citizen and controls numerous

media interests globally (Shawcross, 1999). Hugh Morgan has been the Chief Executive Officer of Western
Mining Corporation (WMC) since 1990 (Hugh Morgan AO, 2005). Ballieu Myer established and endowed the
Myer Foundation with his brother Kenneth Myer in 1959. This philanthropic Foundation aims to support
initiatives that "promote positive change in Australia" (The Myer Foundation, 2005).
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Victoria: An Agenda for Change, makes several explicit references to New Zealand
experiences. For example, with reference to privatisation the report says that New Zealand
provides "good examples of how the processes can be done effectively and how some of the
pitfalls can be avoided", and describes some of New Zealand's corporatisation programme as
spectacular (Moore & Porter, 1991b: ch 2.11, ch 4.17). Alan Stockdale (2004: Interview)
confirms that Project Victoria "looked pretty intensively at what had happened in New
Zealand".

The analyses in the reports produced for Project Victoria also drew on the experiences of
countries other than New Zealand. Des Moore (2004: Interview), former senior fellow of the
IP A, says that wherever those writing for Project Victoria could find evidence of overseas
action that seemed to be improving the "efficiency of government", it was quoted. Evidence
from the United Kingdom was used a lot and he even cites the French experience with water
(Moore, 2004: Interview). In relation to electricity reform, Moore and Porter (1991a: 13)
point out that learning occurred from a range of sources:
The Project Victoria model, while consistent with the thrust of the Industry
Commission Report, draws on elements of Norway, UK, US and NZ experience and is
tailored to the characteristics of the Victorian situation. In no sense are we
transplanting any particular scheme ... and note that it is too early to judge just how the
NZ system will unfold.
These think-tanks set forth their policy ideas in a parallel process of policy development with
members of the Liberal opposition, who were formulating their own plans. Alan Stockdale
(2004: Interview) views his party's policy development as a "complementary process" and
asserts that their policies were developed ahead of those emerging from various think-tanks.
Others say that Project Victoria bolstered the morale of the Liberal opposition (Moore, 2004:
Interview), and gave them "a lot of intellectual muscle and a roadmap" prior to taking office
(Officer, 2004: Interview).

In addition to being a parallel process, there were also direct links between think-tanks and
Liberal opposition politicians. The links provided a channel through which politicians and
government officials could develop their ideas and political strategies. This was useful for the
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opposition who had fewer resources with which to develop their policies. 18 Alan Stockdale,
for example, was loosely involved with think-tanks from his university days and he had ties
with university organisations, Liberal Party off-shoots, the Deakin Group and Checkpoint
Council (Stockdale, 2004: Interview). Stockdale also suggests that several other politicians,
including Haddon Storey, had similar connections to think-tanks (Stockdale, 2004: Interview).
Stockdale spent a lot of time with Michael Porter, of the Tasman Institute, and so was kept
abreast of developments in Project Victoria (Stockdale, 2004: Interview).

The pre-election research undertaken within the party, ties developed with key individuals in
Australia and other countries, and connections to various think-tanks enabled the Liberal
opposition to develop its policy direction clearly. The Liberal Party's election strategy had
been set out in an internal party document as early as July 12 1991 (Parkinson, 2000: 131).

Stockdale also made another trip to New Zealand while still in opposition in 1992. He visited
New Zealand as a guest of government and had briefings on various initiatives that were being
planned in New Zealand (Stockdale, 2004: Interview). Deane (2004: Interview) says that
Stockdale "always had an intense interest in what we were doing and wanted to apply it there
[Victoria] - even before he became elected".

Greig (2004: Interview) says that "People used to talk about how ministers were wearing out
the carpet at Tullamarine Airport - flying over to New Zealand in the preceding six months [to
the election] to check out what's going on over there". According to Greig (2004: Interview)
there were not books on the shelf to take off and read about how to reform the public sector, so
"the next easiest thing was to hop on the plane and go over there and fmd out what the next
door neighbour had done".

The Labor Government had little contact with the previously mentioned think-tanks and,
according to Des Moore, dismissed groups such as the IPA as extremist (Moore, 2004:
Interview). The Labor Government was reluctant to talk about major reform, and even stated
18

Professor Officer notes that a similar situation exists at the Federal level in Australia where Access Economics

in Canberra is employed by opposition parties to give financial advice as they have limited access to Treasury for

financial information (Officer, 2004: Interview).
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outright in July 1992 that "Privatisation of the major Government trading bodies has been
rejected by Government. The performance of the State's utilities can be improved within
public ownership" (The reform of Victoria's public authorities: A discussion document, 1992:
i). The Australian reported that "Two right-wing think tanks, the Tasman Institute and the
Institute of Public Affairs, were both well-geared up for the election of a conservative
government" (Simons, 1993). The election of a Liberal-National coalition in 1992 signalled
the possibility for these groups to have greater involvement with policy matters.

Prior to the 1992 election the Liberals conducted a clever pre-election "Guilty Party"
advertising campaign using television and print media to vilify individual Labor Ministers for
their role in the State's perceived economic demise (Parkinson, 2000: 129). The Labor Party
ran television advertisements using New Zealand as a negative example of what the opposition
was intending to do if elected to government (Forwood, 1992: 370).

Jeff Rae says that there was a huge reaction against the perceived incompetence of the Labor
Government (Rae, 2004: Interview). Whether the fiscal crisis was real or manufactured it
enabled the opposition to promote its reformist policies (Hayward, 1999: 146).

Former

Liberal Minister Jim Plowman (2004: Interview) says that "we went into the election having
publicised our policies and I think it was accepted that we had a mandate to do what we were
doing". However, O'Neill (2000: 110) reports that during the 1992 election the Coalition
denied plans to make any major changes to the Victorian Public Service. Stockdale (2004:
Interview) says that there was not any detailed policy debate during the election campaign,
although he did give "hundreds of speeches" about public sector reform and privatisation.
Whether the public was aware of the Liberal opposition's intentions or not, the perceived
failures of the Labor Government reinforced the opposition's commitment to free market
reforms and reduced government intervention. The community had been prepared for radical
reform.
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• The 1992 election - Kennett in power
The Liberal Party won the October 3 election convincingly and formed a coalition government
with the National Party. 19 These parties had a clear majority in both the Legislative Assembly
and the Legislative Council (Economou & Costar, 1999: 122).
Premier and Alan Stockdale the Treasurer.

Jeff Kennett became the

The new Government's plans had been put

together so carefully that the Government "hit the ground running" (Plowman, 2004:
Interview).

Moody's Investor Services further downgraded Victoria's credit rating to Al shortly after the
election in October 1992 (Stockdale, 1993). The credit downgrade was used as a unifying
force that gave added justification for reform (Briggs, 2004: Interview). Indeed, "the very
idea that there is a crisis in government finances has often been deliberately manufactured to
suit the interests of individual governments" (B. Walker, 2000: 39).

Just six days after the election Kennett ordered an independent Commission of Audit on
October 9 1992. Officially, Kennett said this "would give the Victorian public an accurate and
comprehensive statement on the State's finances ... [and] ... will also make recommendations
for the Government to manage Victoria's finances out of the crisis inherited from the previous
Government" (Kennett, 1992b).

Briggs (Interview: 2004) when interviewed, said that

unofficially, Commissions of Audit allowed new governments to step away from pre-election
commitments if so desired by identifying some sort of "impending crisis". 20 After New South
Wales' 1988 "Curran" Commission of Audit, the device of having a Commission of Audit
report on a crisis in government finances became a model for incoming governments (B.
Walker, 2000: 39). Similar reports have also been produced in Tasmania (1992), Western
Australia (1993), South Australia (1994) and Queensland (1996) (B. Walker, 2000: 39).
Ordering the Commission of Audit without delay communicated an image of crisis to the

When Jeff Kennett became the Premier in 1992 he adhered to the coalition agreement signed by the National
Party leader Pat McNamara and the then Liberal Party leader Allan Brown in July 1990. This agreement had
been formulated after Labor's narrow win in the 1988 election as way of maximising the anti-Labor vote. By
1992 this was not such an important consideration but the agreement was maintained nonetheless (Economou et
al., 2003: 176).
20 Professor Officer says that for this reason the public has become slightly cynical of such Commissions but they
still serve a useful political purpose (Officer, 2004: Interview).
19
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public but also signalled the new Government's commitment and ability to resolve the
situation (Goldfinch & t'Hart, 2003: 242).

With the election of a new government dominant values changed overnight in Victoria and
three major pieces of legislation important to this study were passed in November 1992, just
weeks after the election (Alford et al., 1994: 3). These were the State Owned Enterprises Act,
Public Sector Management Act and Employee Relations Act. A high level of confidence and
the coalition's control of both houses helps to explain how such dramatic reforms could be
implemented so quickly (Greig, 2004: futerview; Officer, 2004: futerview). Stockdale (2004:
futerview) says that "we had a pretty well refined view of why the policies we were espousing
actually worked" and it was reported in The Australian that Kennett's "crowd is more
confident that it knows the issues themselves" (Simons, 1993).

Draft legislation of the above Acts was sent to Parliamentary Council almost immediately
after the election (Stockdale, 2004: futerview). These Acts were debated in November 1992.
The Labor opposition used negative examples from the experiences of other countries in an
attempt to discredit the new legislation. For example, during the Public Sector Management
Bill's second reading it was alleged that the "[Labor] opposition is waging a scare campaign
dragged across from New Zealand" (Brideson, 1992: 575).

When the Employee Relations Bill was being debated a member of the Labor opposition said
that "The Minister might well have been influenced by events in New Zealand but the New
Zealand experience has not worked and will not work" (Mier, 1992: 344). With regard to the
State Owned Enterprises Bill, an opposition member said "the failed privatisation schemes
undertaken in Britain and New Zealand have shown time and again ... [that privatisation is] a
recipe for huge increases in prices to the community and for a total loss of public
accountability in the operations of the organisations" (Theophanous, 1992: 742). The same
member also said "When I was in New Zealand recently it was made clear to me that the
process of determination of initial capital can involve hundreds of millions of dollars in
consultancy fees ... and that it will cost Victorians a significant sum to undertake this exercise"
(Theophanous, 1992: 762).
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Despite the opposition's misgivings all three bills were passed in November 1992. The Public
Sector Management Act was assented to November 19 (Public Sector Management Act,
1992), the Employee Relations Act was assented to November 24 (Employee Relations Act,
1992), and the State Owned Enterprises Act was assented to November 26 (State Owned

Enterprises Act, 1992).

In December 1992, Standard and Poor's maintained its rating for Victoria but "indicated that
this decision was based on the expected maintenance of this Government's financial strategy"
(Stockdale, 1993: 15).

Treasurer, Alan Stockdale, and Minister for Industry and Employment, Phil Gude, had worked
in industrial relations prior to entering Parliament. Now that they were in power they began to
use their personal links to get support for the Government's reform programme from trade and
industry associations (Stockdale, 2004: Interview). Deliberate efforts were made to link in
with the business community and Stockdale suggests that the business community was
unaware of being brought into the whole reform process (Stockdale, 2004: Interview).

It was also not unusual for members of the government to have ties to various think-tanks.
Stockdale deliberately developed close links with think-tanks and was most closely involved
with the Tasman Institute and the Institute of Public Affairs (IP A) (Baxter, 2004: Interview;
Stockdale, 2004: Interview).

Stockdale also had some association with the Centre for

Independent Studies, which is a liberal Sydney-based think-tank (Stockdale, 2004: Interview).
The Kennett administration was more sympathetic than the previous Labor Government to the
ideas being promoted by think-tanks such as the IPA and the Tasman Institute. The Tasman
Institute had meetings with the Premier, Treasury and key ministers (Hayward, 1999: 142).
The Tasman Institute boasts that most elements of Project Victoria's strategy were
implemented by the Victorian government during the 1990s (Tasman Asia Pacific: History,
2004). Furthermore, the influence of one individual, Michael Porter, is emphasised (Baxter,
2004: Interview).

Porter has provided advice to the International Monetary Fund (IMF),

worked as an advisor to the Reserve Bank of Australia, was a senior advisor in the Department
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of the Prime Minister and Cabinet and has been a Professor of Economics (Tasman Asia
Pacific: History, 2004). One interviewee considered him to be "very entrepreneurial in terms

of policy development" and says "he was the right person at the right time" (Rae, 2004:
Interview).

The main value of Project Victoria for the Government was that it prescribed policies similar
to the policy positions the Government was taking and this added credibility to the
Government's position (Stockdale, 2004: Interview). Goldfmch and t'Hart (2003: 239) say
that ''the effectiveness of reform commitment increases markedly when reform is not pushed
by a sole operator". According to Jim Plowman (2004: Interview), the Minister Assisting the
Treasurer on State Owned Enterprises, the Government had discussions with think-tank
groups "on a regular basis because they were providing us with some very good intellectual
considerations ... and that must have helped us considerably at the time". Ken Baxter (2004:
Interview) attributes less importance to Project Victoria and says it was "moderately
important, but not a significant driver [of the reforms]". However, Project Victoria was a
unique initiative for its time and served an important role in the debate, whether or not this
role is always acknowledged.

In 1992, the year of the Victorian election, the best-selling book Reinventing Government:
How the Entrepreneurial Spirit is Transforming the Public Sector by American authors David

Osborne and Ted Gaebler was first published (Osborne & Gaebler, 1993). The key themes of
Reinventing Government can be elucidated from its chapter titles, which include headings such

as: "Steering rather than rowing", "Funding outcomes, not inputs", and "Putting it all
together" (Osborne & Gaebler, 1993). 21 These themes are representative of ideas that were
part of an international shift in thinking about public management. The OECD, for example,
picks up on Osborne and Gaebler's thinking and agree that governments should "steer not
row" (Steane & Carroll, 2001: 40). Reinventing Government has also been cited as having
captured the imagination of both law-makers and the bureaucracy in the United States
(Holmes, 1992: 472).
21

Other chapter titles include: "Empowering rather than serving", "Injecting competition into service delivery",
"Meeting the needs of the customer not the bureaucracy'', "Earning rather than spending", "Decentralized
government" and "Market oriented government" (Osborne & Gaebler, 1993).
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Interviewees in Victoria suggest that the book served to mould and fill out the detail of ideas
held by those in government (Moore, 2004: Interview; Stockdale, 2004: Interview). The book
clearly provided rhetoric used by the Liberal Government. For example, one of Kennett's
favourite sayings was "We're steering, not rowing" and this was drilled into the minds of
many (Baxter, 2004: Interview; Hart, 2004: Interview; Officer, 2004: Interview).

David

Briggs (2004: Interview) reports that "copies [of Reinventing Government] were being
circulated like mad around the place [Kennett Government]".

Briggs was the Assistant

Secretary of the Victorian Department of the Premier and Cabinet 1992-1993 and Director of
an Economic reform Unit in the Department of Treasury and Finance 1993-1997. It has even
been said that Osborne and Gaebler were required reading for senior Victorian public servants
who wished to keep their jobs following the election of the Kennett Government (Hughes &
O'Neill, 2001: 64). The book's influence extended beyond government also. For example,
Des Moore, of the IPA, actually met with one of the authors while in America (Moore, 2004:
Interview).

Osborne and Gaebler make special mention of New Zealand's reforms in their concluding
chapter and say that ''New Zealand has gone farthest along the entrepreneurial path" (Osborne

& Gaebler, 1993: 330). It is interesting to note that "Putting it together" is the name of the
explanation of New Zealand's financial management reforms published by the New Zealand
Treasury in 1996 (Treasury, 1996). This is very similar to one of the book's chapters: "Putting
it all together". The book also cites the experiences of other countries such as Great Britain,
Sweden, Australia, and Canada (Osborne & Gaebler, 1993). In this respect it is a vehicle for
international learning and the dissemination of ideas.

Accounts given in retrospect suggest that Reinventing Government was more influential than it
should have been. Ken Baxter (2004: Interview), having read the book a second time, finds it
"grossly overrated" and says that first-hand accounts of New Zealand's experiences were more
useful. Briggs also now says that it is light on content (Briggs, 2004: Interview).
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The Victoria Commission of Audit also drew on the book Reinventing Government. There is
an anecdote in circulation suggesting that the first thing the Victorian Commission of Audit
did was to buy a dozen copies (Elvins, 1995: 55). Members of the Commission of Audit
confirm having read the book and state that rather than generating new ideas Reinventing
Government reinforced the principles they held and reassured them that their thinking was

acceptable (Officer, 2004: Interview; Walker, 2004: Interview). The Report actually makes
reference to the book when recommending changes to the structure of government and its
entities (Officer, 1993b: 2).

The Victoria Commission of Audit (VCA), ordered by Kennett in October 1992, released its
findings in April 1993. The Commission found that:
The magnitude of the budgetary problems facing the State and the broad thrust of our
recommendations in relation to a solution to these problems is consistent with the
general approach your government has taken to date. We believe this reflects the very
limited options open to any government faced with the problems of the State of
Victoria.
(Officer, 1993a).
Baxter (2004: Interview) says the Commission's Report was a catalytic document that
"awakened people to the quantification of the problem". The Commission was critical of
Labor's financial record and provided some justification for Kennett's budgetary reform
programme (Hayward, 1999: 137). According to Goldfinch and t'Hart reformist leadership
needs to ensure that reforms are politically sanctioned and must guard against their integrity
during implementation (Goldfinch & t'Hart, 2003: 237). The Commission's Report served
this purpose for the Kennett Government.

The Victoria Commission of Audit's Report drew heavily on the experiences of other
countries, and in particular, New Zealand (Officer, 2004: Interview). The Report draws on
New Zealand sources such as the New Zealand Treasury's 1989 Putting it Simply and the
Financial Statements of the Government of New Zealand for the year ended 30 June 1992

(Officer, 1993a: 155, 192).

It also refers to New Zealand's accounting systems, chief

executive contracts, budget reporting procedures, and even outlines the gains from the reforms
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(Officer, 1993a). More specifically, the Report states that ''The current economic climate in
Victoria is similar to that which existed in New Zealand. It should be possible to employ or
contract the services of people or organisations with appropriate skills at reasonable rates"
(Officer, 1993a: 201). This is a key point to note as Victoria did employ the services of a
number of New Zealanders in various areas of the reforms.

For Alan Stockdale, it reinforced the Government's mandate by affirming the perception of
financial crisis and gave credibility to the Government's programme (Stockdale, 2004:
Interview). Professor Officer (2004: Interview), who chaired the Commission, also thinks that
the VCA's report gave the Kennett Government's policies "a degree oflegitimacy".

Others say that the Commission's report had limited influence. Professor Officer concedes
that while the report helped the Government with its agenda, the reforms would undoubtedly
have proceeded without the report (Officer, 2004: Interview). The VCA's report gave a
structure to what the Government intuitively, and by way of advice, was going to do, and was
used to support the direction of reform in Victoria (Officer, 2004: Interview; Walker, 2004:
Interview). The report acted as a checklist against performance but it was not the initiator of
reform (Officer, 2004: Interview).

The Commission has also been criticised. It is said to have gone to "great lengths to estimate
the value of state debt, but made only the most flimsy attempt to estimate the value of state
assets" (Hayward, 1999: 138). The Commission's neutrality has also been questioned as it is
said that the membership of the Commission helped to ensure that "the study was underpinned
by a commitment to efficiency through competition, empowerment of consumers ... and fiscal
constraint" (Williamson, 2002: 12).

Furthermore, its language has been described as

"exaggerated and intemperate" (George, 1999: 116).
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Carlin asserts that during the period 1992-1999 the Government introduced a number of
changes based on the VCA recommendations which impacted on the public sector22 (Carlin,
2001: 3). However, it must be remembered that the first wave of reform had been carried out
prior to the Commission's Report being released in April 1993.

Also in April 1993 the Government announced that "there is no real alternative to the actions
we took in October 1992 and the measures we announce today ... We ask for the support of all
Victorians in undertaking the restoration of Victoria's public finances so that Government can
play its part in rebuilding our State" (Stockdale, 1993).

A second round of voluntary

redundancy packages for public servants was offered (Stockdale, 1993). Goldfinch and t'Hart
identify reformist leaders as using crisis language to serve their strategic aims (Goldfinch &
t'Hart, 2003: 238). The seriousness of the situation is dramatised while the causes of the
"crises" are externalised. This political rhetoric was also designed to secure a degree of social
consensus around the need for reform (Williamson & Haggard, 1994: 574-576).

Also around the time of the release of the Commission of Audit's report, Kennett began to
hold early morning monthly meetings with prominent Australian business people (Mitchell,
1993: 14). The Sunday Age dubbed those attending the meetings as the "Silent Knights of
Kennett's Round Table" and is at pains to point out that half the listed representatives of
Australia's major corporations did not actually attend (Mitchell, 1993: 14). The "Victorian
Business Roundtable", shrouded in secrecy, was an initiative of Kennett's designed to
encourage national and international business (Mitchell, 1993: 14). This was another tool to
build a coalition support.

In October 1993 Kennett released a document outlining the Government's Management
Improvement Initiative (Mil) (Victoria, 1993). The Government stated that "The Victorian
Government intends to act quickly and decisively to formalise new management systems that
will let the Government build its long term success and make sure the problems of the past do

22

These include the role of executive government and ministers, the role of departments, and changes to local
government including radical financial management reforms. These reforms were underpinned by the use of
economic theories to endorse purchaser/provider, policy/operations splits, the funding of outputs to achieve
outcomes, and the introduction of contestability into the provision of services (Carlin, 2001: 3).
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not recur" (Victoria, 1993). The MII also "follows closely the Victorian Commission of
Audit's recommendations for fundamental public sector reform" (Victoria, 1993). Kennett
stated that the MII "is the package of reforms that will re-engineer the management systems
and business processes within the Government" (Victoria, 1993). The phrase "steering not
rowing", used by Osborne and Gaebler and so favoured by Kennett, is also used in Victoria's
Management Improvement Initiative (Victoria, 1993).

There was a need for political

expediency and Stockdale (2004: Interview) says "our view was that you couldn't go
gradually because by the second election you'd be facing a situation where the benefits of the
reforms were not even beginning to be apparent".

The influence of think tanks and business groups continued to grow. In 1993 it was reported
that: "Now different links are driving the policy agenda .. .it is clear that business, together
with the economic rationalists who have gathered around the 1980s crop of right-wing thinktanks, make up a new network of power" (Simons, 1993). The Government "has been less
influenced by party hacks and the old boys' network, and more by the new, radical, economic
rationalist ideas of the think-tanks. Now, for the first time, these new players in politics have
major influence on a party in power" (Simons, 1993). In contrast to their role during the
Labor administration think-tanks were described as "part of a network of friendship and
influence within Melbourne" (Simons, 1993). However, thoughts on the role of the Tasman
Institute in Victoria's public sector reforms have been mixed. Assessments of its influence
range from "playing a reasonable role" (Baxter, 2004: Interview), to "contributing to a process
of getting ideas discussed ... to inform the debate as to what should happen" (Rae, 2004:
Interview), to not being mainstream enough to influence government significantly (Briggs,
2004: Interview). Alan Stockdale recalls discussing the role of the IPA with Des Moore
(Stockdale, 2004: Interview).

He saw part of the role of think-tanks as expanding the

parameters of the debate. For instance, if there were reasonably credible groups saying that
the Government was not going far and fast enough, then the Government's actions did not
appear so extreme (Stockdale, 2004: Interview).
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Other groups also enjoyed a close relationship with the coalition Government. For example,
the Victoria Employers' Chamber of Commerce and Industry (VECCI), which is an
independent, non-government body that represents business interests in Victoria, was kept
very well informed of the Government's legislative plans (Simons, 1993). This is quite likely
because it is said to have applauded the introduction of the new Employee Relations Act 1992
(Shamshullah, 1993: 245). The Premier, Treasurer or a senior minister contacted VECCI
almost every day for advice or consultation: "Under the Liberals, the consultation is much less
formal, but much more effective" (Simons, 1993). Ken Baxter (2004: Interview) says that
groups such as VECCI "were quite useful in that they pointed out what needed to be done".
Baxter also identifies links between VECCI and the New Zealand Business Roundtable
(Baxter, 2004: Interview).

Individuals in Victoria continued to make "seeing is believing" visits to New Zealand after the
election. For example, David Briggs, who worked in the Premier's Department and was a
Director in the Economic Reform Unit of the Victorian Treasury, visited New Zealand in 1994
(approximately) and "was amazed at how intense and consistent" the thinking was in New
Zealand (Greig, 2004: Interview).

Stockdale also recalls learning from the experience of

senior figures in New Zealand Telecom (Stockdale, 2004: Interview). He says that learning
from them was valuable in two ways: "It contributed to refining my own ideas ... and it
actually gave me some anecdotes that were useful in selling the message" (Stockdale, 2004:
Interview). He adds that "the fact that similar reforms were happening in New Zealand gave
credibility to what we were doing as well" (Stockdale, 2004: Interview).

Other Australians also facilitated the trans-Tasman exchange of ideas. Ken Baxter was the
head of the Premier's Department during the coalition's first term and "was the key bureaucrat
advising Kennett" (Rae, 2004: Interview). Deane (2004: Interview) identifies Baxter as a key
instrument of learning: "he spent quite a bit of time visiting us and talking with us about what
we were doing and was very impressed with what was being done in New Zealand and tried to
transfer some of that to New South Wales and ... Victoria". Ken Baxter and others also visited
Don Hunn, a former State Services Commissioner, in New Zealand and discussed the reform
of the public service (Baxter, 2004: Interview).
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Business interest in sponsoring Project Victoria and its reports dissipated towards the end of
the Kennett era. Financial supporters showed limited and selective interest once the initial
"crisis" appeared to be over (Moore, 2004: Interview). For example, 15 business groups
sponsored Victoria: An Agenda for Change in 1991, 12 organisations sponsored Waterfront
Competition: The Restructuring of Victoria's Ports in 1992 and eight organisations sponsored
Victoria's Transport Sector: A New Vision in 1993.

By 1996 only four organisations

sponsored Tax Reform in Victoria.

In November 1993, Standard and Poor's affirmed Victoria's AA long term credit rating and
altered its view of the State's rating outlook from negative to stable because Victoria now had
a political leadership "which is ideologically committed to downsizing the government ... "
(Costar & Economou, 1999a: 262; Stockdale, 1994: 12). In March 1994, Moody's upgraded
Victoria's long term debt rating from Al to Aa3 (Stockdale, 1994: 12). Moody's stated that
''the success of each state government in consolidating the reform initiative and drawing
maximum benefit from the economy's upturn will be decisive in determining whether further
upgrades occur" (Stockdale, 1994: 12).

Links between individuals in New Zealand and Victoria can also be found in terms of
financial reform. In September 1994 Des Moore (1994b) made a short presentation to the
Economic Society Forum in which he suggested that "it would be good politics and good
economics to seek a bi-partisan Fiscal Responsibility Act as in NZ". In September 1994 Des
Moore was in contact with Ruth Richardson, who was the New Zealand Minister of Finance
from 1990-1993. He intended to bring Richardson to Melbourne to make a presentation on the
Fiscal Responsibility Act and other New Zealand reforms (D. Moore, 1994a).

He also

corresponded with David Edwards of the Victorian Employers Chamber of Commerce and
Industry (VECCI) suggesting that they cooperate in such a venture (D. Moore, 1994a). This
interaction is evidence of the operation of issue networks.
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On April 22 1998, the day after the budget, Standard and Poor's announced the restoration of
Victoria's AAA credit rating (Parkinson, 2000: 354). The Kennett Government had achieved
a goal it initially thought would take 10 years (Parkinson, 2000: 354).

The Kennett Government narrowly lost the 1999 State election and a minority Labor
Government under Steve Bracks took office (Moon & Sharman, 2003: 179). The loss was
said to be due to a backlash from rural communities who had suffered from the coalition's
approach to health, education and local government (Moon & Sharman, 2003: 179).

•

Further factors influencing reform during the Kennett era

There are other factors that contributed to the reforms undertaken in Victoria. These do not fit
easily into the previous chronological discussion of events but are important nonetheless.
Individuals working on the reforms in Victoria, academics, and consultants were potential
drivers of change. Other think-tanks and bodies such as the Victoria Trades Hall Council
(VTHC), the Business Council of Australia (BCA), the Industry Commission and
supranational organisations are also discussed. Written material is the final factor addressed
here.

Individuals working in Victoria

Interaction between individuals in New Zealand and Victoria was one influence on Victoria's
reform process. New Zealanders were recruited to work both within government and as
consultants in Victoria. New Zealanders even managed to recruit each other to work in
Victoria. Table eight (following page) gives examples of New Zealanders who were recruited
to work in Victoria and Australians who worked in New Zealand and then returned to
Victoria. Most New Zealanders were recruited to work at second and third tier levels. They
worked as consultants, public servants and had leadership roles. The table also notes the
involvement of Peter Troughton, a British consultant who played a key role in New Zealand
and Victoria.
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Table 8 Individuals working in Victoria
New Zealanders recruited to work in Victoria
Role in New Zealand
Role in Victoria

Name

•
•

Sally Farrier
•

•

David Greig

•

Rik Hart

Engineering consultant
Senior Consultant Ernst & Young
New Zealand
Senior Manager Corporate Finance
(Farrier, 2005)
Worked for Treasury during the
Muldoon era and spent some time
working for the Productivity
Commission in Australia during
this time (Greig, 2004: Interview)
Worked for fisheries in New
Zealand (Hart, 2004; Interview)

Worked for New Zealand Treasury
Wide-ranging career in public and
private sectors in Victoria, New
Zealand and the UK - corporate
finance,
public policy, risk
management, implementing major
change programmes
(Ms Chloe Munro - Science Australia
Board, 2004)
•
Financial adviser (Caygill, 2004:
Interview)
Various roles in government •
corporatisation of SOEs
•
privatisation of Telecom
•
refonn of NZ electricity industry
•
sale of Crown forests
= separation and corporatisation of
Transpower
(Swier, 2004a)
•
Worked in Roger Douglas'
ministerial office (Caygill, 2004:
Interview)
•

•

Consultant to the Victorian State
Treasury 1994-1999 involved with
reform of gas and electricity industries
(Sally Farrier, 2004)

•

Worked for the Victorian Treasury on
(Greig,
2004:
Transport reforms
Interview)

•

"Headhunted" to become the head of the
Department of State (and Regional)
Development in Victoria 1995-2000
(Hart, 2004: Interview)
Oversaw a refonn unit from about 1996
(Stockdale, 2004: Interview)
Deputy Secretary Victorian Treasury
(Swier, 2004b: Interview)

•

•

Chloe Munro

,

John Perham

GeoffSwier

Name

•

•

Deputy Secretary Victorian Treasury
(Caygill, 2004: Interview)
Advised Victorian Government on its
electricity and gas reform 1993-1999
(Swier, 2004a)

Australians with experience in the New Zealand system
Role in New Zealand
Role in Victoria
•

First Chief executive of New
Zealand Post (Parker, 2004a)

•

•

2 year assignment with New
Zealand Treasury early 1980s
(Rae, 2004: Interview)

•

Harvey Parker

Jeff Rae

•

•

Headed United Energy, which was the
first electricity company to be privatised
in Victoria (Parker, 2004a)
Commonwealth
Worked
for
the
government for over 30 years
Currently
heads
Acil
Tasman
Consultancy Office in Melbourne
(Rae, 2004: Interview)
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International consultant
Name

Role in UK
•

Hi-tech engineering management (Peter Troughton - Chairman, 2004)

Role in New Zealand
•

Peter Troughton

Headed Telecom New Zealand and
led its re-engineering and
technological advancement
towards privatisation and the
successful float in 1991 (Peter
Troughton - Chairman, 2004)

Role in Victoria
•

Oversaw the introduction and
privatisation of the energy generation,
distribution and retail businesses in
Victoria (Peter Troughton - Chairman,
2004)

New Zealander, Sally Farrier was an engineering consultant and was involved in corporate
finance in New Zealand (Farrier, 2005). Sally Farrier also helped to introduce other New
Zealanders to Victoria (Greig, 2004: Interview).

New Zealander, David Greig worked for the New Zealand Treasury during the Muldoon era23
and spent some time working for the Industry Assistance Commission24 in Australia during
this time (Greig, 2004: Interview). When Greig went to work in Victoria others found it
useful to learn from his New Zealand experience. David Briggs (2004: Interview) specifically
mentioned learning about the New Zealand Treasury's "Briefs to the Incoming Government"
from Greig. Networks between New Zealanders were also important as it was Geoff Swier
who gave David Greig the idea to work on transport reforms in Victoria (Greig, 2004:
Interview). Swier was able to vouch for his credentials.

New Zealander, Rik Hart worked for the Ministry of Fisheries in New Zealand and was
"headhunted" to become the head of the Department of State (and Regional) Development in
Victoria from 1995-2000 (Hart, 2004: Interview). He states that New Zealanders in Victoria
would be a catalyst for some changes and that their thinking would be modified so that it
could work in Victoria (Hart, 2004: Interview).

23

Muldoon was Prime Minister of a National Government in New Zealand from 1975-1984.
This body is now known as the Productivity Commission and from 1990-1998 it was known as the Industry
Commission.

24
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New Zealander, Chloe Mumo worked for the New Zealand Treasury and then oversaw a
reform unit in the Victorian Government from about 1996 (Ms Chloe Munro - Science
Australia Board, 2004; Stockdale, 2004: Interview). Alan Stockdale (2004: Interview) says

that Chloe Mumo "strongly identified with the values we were pushing - I think mainly
because of her New Zealand experience". hlterviewees say that Chloe Mumo had confidence
in what did, and did not work, and this was important to the Government because it needed
people to help drive the reform (Briggs, 2004: hlterview; Stockdale, 2004: Interview).

New Zealander, John Perham has a lot of experience in industry reform. He was responsible
for restructuring New Zealand's three billion dollar National Provident Fund and he later
became the Deputy Secretary and Director of Privatisations in Victoria (Reform must be swift
to avoid vested interests, 1997). Perham says that "the major lesson from New Zealand was to

move on all fronts swiftly using all means" (Reform must be swift to avoid vested interests,
1997). He also points out that "Victoria as a State Government has limited controls and we do
not have control over the major levers available at the federal level or control of labour market
policy" (Reform must be swift to avoid vested interests, 1997). John Perham oversaw the sale
of over $18 billion of Victorian assets (Reform must be swift to avoid vested interests, 1997).

New Zealander, Geoff Swier advised the Victorian Government on its electricity and gas
reforms from 1993-1999. He was recruited for his implementation experience (Swier, 2004b:
Interview). Prior to this Geoff Swier was an advisor to the New Zealand Minister of Finance
(1984-1987) and was also an advisor to the New Zealand Minister for State Owned
Enterprises (1990). Geoff Swier also introduced other New Zealanders to work in Victoria
(Greig, 2004: hlterview).

Harvey Parker is an Australian with experience in the New Zealand system. He was the first
Chief executive of New Zealand Post and then headed United Energy, which was the first
electricity company in Victoria to be privatised (Parker, 2004b: hlterview). He confirms that
"there was a fair deal of taking information out of the New Zealand model" (Parker, 2004b:
Interview).
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Jeff Rae, an Australian, worked for the Australian Commonwealth government for over thirty
years and was one of the first people to work in the New Zealand Treasury as part of a staff
exchange negotiated under what became the Closer Economic Relations (CER) Agreement
(Rae, 2004: Interview). Rae says that there was a preparedness to learn from each other if the
lessons were relevant (Rae, 2004: Interview).

Peter Troughton is an example of a key trans-Tasman link (Plowman, 2004: Interview). He
was British but had extensive reform experience in New Zealand (Caygill, 2004: Interview).
He headed Telecom New Zealand and led it to a successful float in 1991 (Peter Troughton Chairman, 2004). Senior Victorian bureaucrat Michael Roux suggested that Troughton be

recruited to be the principal consultant on energy reform in Victoria (Stockdale, 2004:
Interview). As such he was very much used in the implementation stages of the Victorian
public sector reforms. Alan Stockdale (2004: Interview) says that Troughton "was by far the
best project manager I've ever seen in my life - absolutely brilliant guy - he recruited some
other New Zealanders and so there was a direct knowledge transfer there". Peter Troughton
was the most substantial link between New Zealand and Victoria as Troughton, Stockdale, and
senior consultants from other organisations became the core of the reform team and met twice
a week (Stockdale, 2004: Interview).

Alan Stockdale says that many New Zealanders were proud of New Zealand's achievements at
the time and were prepared to discuss what had happened and what was happening (Stockdale,
2004: Interview). According to Parker, New Zealanders were engaged to assist in the process
because they had a good story to tell and they told it well (Parker, 2004b: Interview).

Academics

Some academics were promoting similar ideas to those favoured by the Government. For
example, Stockdale (2004: Interview) recalls a group of academics (but does not name them)
at Monash University in Victoria who were promoting free market ideas and ''the basic free
market research they did would show the benefits that had been achieved in other
jurisdictions". Michael Porter stands out as the most prominent academic who was actively
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involved in the reform process. Porter and Professor Officer, who chaired the Commission of
Audit, were colleagues at Monash University in the 1970s (Officer, 2004: Interview).

According to Professor Officer, academics would also promote their ideas through direct
discourse with senior bureaucrats (Officer, 2004: Interview). Ken Baxter gives an example of
this which also demonstrates links to New Zealand. He cites Sir Frank Holmes and those
working with him at Victoria University in Wellington as "giving us quite a lot of advice"
(Baxter, 2004: Interview). Sir Frank Holmes is an Emeritus Professor of Victoria University,
Wellington.

He has been a Professor of Economics, Money and Finance and Visiting

Professor of Public Policy. He was Chairman of the Institute for Policy Studies 1988-1991.
He has also been chairman of a number of Councils, including the Monetary and Economic
Council and the New Zealand Planning Council (Sir Frank Holmes - Institute of Policy

Studies, 2003). According to Baxter (2004: Interview), "there was a fair stream of academics
back and forth between New Zealand and Australia". When academics were being supportive
they could give credibility to the Government's policy direction, which could help facilitate
the introduction of the reforms (Stockdale, 2004: Interview).

On the other hand, several interviewees said that academics played very little role in the
reforms and were actually detractors of the reforms (Briggs, 2004: Interview; Rae, 2004:
Interview). Academics were often seen as left-wing in orientation and so could be critical of
reforms that were associated with the political right (Moore, 2004: Interview).

In New

Zealand, the feeling is that many academics were resistant to the reforms underway in New
Zealand (Caygill, 2004: Interview; Deane, 2004: Interview; Kerr, 2004: Interview;
Richardson, 2004: Interview). Deane (2004: Interview) said that many academics were ''very
reserved about the role of business and a lot of them didn't like this stuff so they weren't any
use to us". This is very similar to the situation in Victoria. The general assertion by those
promoting the reforms is that academics should have played a greater role than they did, which
may be interpreted as they should have been more sympathetic to the ideas being promoted by
the government of the day in New Zealand. It cannot be assumed that academics were not
critically engaging with the changes that were taking place.
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Consultants

Consultants were used in various phases of the reform process in Victoria (Baxter, 2004:
Interview; Briggs, 2004: Interview). According to Ken Baxter (2004: Interview), most of the
intellectual work had been done prior to, or in the early stages of implementation, but there
was also a lot of "post-implementation thinking and we were trying to keep pace with where
New Zealand was going".

Those involved with the reforms in Victoria confirm that

consultants were used when the necessary skills were lacking in the public service (Baxter,
2004: Interview; Greig, 2004: Interview). The Kennett Government was not afraid to spend
large amounts on consultants (Briggs, 2004: Interview).

The types of consultants used included corporate finance, legal firms and a host of industry
specialists (Greig, 2004: Interview).

For example, Troughton reportedly commissioned

reports from Credit Suisse First Boston (CSF Boston) and Ernst and Young to the point where,
according to Briggs, electricity was perhaps the most over-analysed area of reform (Briggs,
2004: Interview).

International consultants were an ideal source of information about the experiences of other
countries. Consultants were used from Australia, New Zealand, the United States, and Britain
(Greig, 2004: Interview).

Most tended to have British experience (Stockdale, 2004:

Interview). New Zealand also made recommendations about which consultancy firms Victoria
should use.

For example, New Zealand recommended Putnam and Hayes, which Baxter

classifies as being very good (Baxter, 2004: Interview).

Conversely, consultants could be a negative influence on the reform process. Plowman (2004:
Interview) said that "consultants can be a very expensive way of doing things and not
necessarily provide the best result".

Baxter (2004: Interview) says that "50-60% of the

consultants were pains in the arse and not worth the money - but there were very distinct
exceptions to that". Baxter (2004: Interview) also notes that Victoria failed to learn from New
Zealand that consultants needed to be given very specific terms of reference. If the terms of
reference given were not specific enough, the government might not be told what they wanted
to be told. Relying on consultants with New Zealand experience could also have drawbacks.
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At times Victoria should have looked more to British consultants because the organisations
being reformed in Victoria were more comparable to those that were reformed in Britain
(Baxter, 2004: Interview).

Other think-tanks
The H. R. Nicholls Society is a group committed to reforming Australia's industrial relations
(H. R. Nicholls Society, 2005). Des Moore, a former senior fellow of the IPA, was also

involved with the H. R. Nicholls Society25 (Stockdale, 2004: Interview). Alan Stockdale says
he was never closely involved with the H. R. Nicholls Society and describes those involved as
having an "extremist aura around them" (Stockdale, 2004: Interview).

However, he

acknowledges that they played a role in expanding the parameters of the debate (Stockdale,
2004: Interview). The idea was that if there were groups advocating more extreme action then
the Government's direction seemed less extreme in comparison. They were not considered
particularly influential in affecting the policy direction of the Victorian government.

The Centre for Independent Studies (CIS) is a liberal Sydney-based think-tank and is usually
more concerned with long-term issues at a national level (Centre for Independent Studies,
2005). It had little to do with the affairs of state governments but provided some general
intellectual support for the changes (Baxter, 2004: Interview; Moore, 2004: Interview). In this
way think-tanks could contribute to the general conversation on reform while not necessarily
being directly involved with Victoria. Sharing of ideas and learning also occurred between
New Zealand and Australia.

For example, Ken Baxter (2004: Interview) notes that "the

Centre for Independent Studies had a close association with the Roundtable [New Zealand
Business Roundtable] and Roger [Kerr] was quite a regular speaker on the reform circuit
around here". Furthermore, Roderick Deane was a member of the Board of the Centre for
Independent Studies for many years and met a lot of Australians at CIS functions and so this
was another avenue of informal interaction (Deane, 2004: Interview).

25

Others who were also involved with the H. R. Nicholls Society include: Barrie Purvis, Ray Evans and John
Stone (Stockdale, 2004: Interview). Barrie Purvis was the Director of the Australian Wool Selling Brokers'
Employers' Federation, Ray Evans was an Executive Officer at Western Mining Corporation (WMC) Ltd and
John Stone was a Secretary to the Commonwealth Treasury (How the Society began, 2005).
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Other groups worthy of passing mention include the Crossroads Group and the Centre of
Policy Studies. The Crossroads Group was most prominent during the time of the Fraser
Government26 and promoted free-market thinking. It became "the nucleus of the 'free-market'
counter-establishment of the 1980s".

The group comprised prominent political figures,

academics, and those from the corporate sector (Kelly, 1992: 41-2). It had general ideas on
the role of government but did not direct this particularly at Victoria (Moore, 2004: Interview).
The Centre of Policy Studies was founded by Professor Michael Porter at Monash University
in 1979 (Tasman Asia Pacific: History, 2004). The Centre is identified as a group that did a
lot of policy work on state owned enterprises (Kerr, 2004: Interview). It was awarded a
Centre of Excellence Grant ($2.6 million) by the Australian Government (Tasman Asia
Pacific: History, 2004).

It is difficult to estimate think-tank influence. Part of the problem is that the role of think-

tanks is often underestimated as they are too easily dismissed as having vested interests or
being too extreme in their views. For example, Briggs (2004: Interview) says that some found
think-tanks to be of little use because they could be right-wing and alienating. However, such
attitudes should not undermine their significance. These groups played an important role in
the public sector reforms carried out in Victoria.

Victoria Trades Hall Council (VTHC)

The Victorian Trades Hall Council (VTHC) is the Victorian branch of the Australian Council
of Trade Unions and its role in Victoria is to co-ordinate union activities, communicate with
the public about union issues and lobby the government (What is the role of the VTIIC?,
2005). The VTHC was not supportive of the Kennett administration's reforms. It sought to
undermine the Government's new industrial laws by attempting to facilitate the move of
workers previously employed under state awards to the federal system where they would
essentially be immune from the reduced standards applying under Victoria's individual
contract system (Tulloch, 1994: 388). The VTHC was sidelined by the Government.

26

Malcolm Fraser was the Prime Minister of an Australian Liberal Government from 1975-1983.
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Business Council of Australia (BCA)

The Business Council of Australia (BCA) was established in 1983 and it is a national
association of chief executives from leading Australian corporations (Business Council of

Australia - About us, 2005). It played a rather muted role in the Victorian reforms. Baxter
(2004: Interview) says that "the Business Council was useful in part ... but was not prepared to
stick its neck on the line".

Stockdale (2004: Interview) says that at a national level the

Business Council of Australia never took a really strong privatisation position. One reason for
this, according to Stockdale (2004: Interview), is that "one of its largest members, Imperial
Chemicals Ltd. (ICL) ran a strong campaign against the reforms and the BCA did not want to
be seen opposing one of its largest members".

The equivalent of the BCA in New Zealand is the Business Roundtable. It is said to have
played an important residual advocacy function within the reformist network (Wallis &
Dollery, 2001: 15). The Business Roundtable has been described as the only "think-tank" in
New Zealand that was really a contributor to the reforms carried out in New Zealand (Deane,
2004: Interview; Goldfinch, 2000: 49-50).

Kerr, who has worked for the New Zealand

Treasury and is the Executive Director of the New Zealand Business Roundtable, provided a
forum for "politicians to talk to the most senior business people regularly ... [and brought] the
business sector along with the reforms, which was hugely important" (Deane, 2004:
Interview).

The BCA and the NZBR have developed somewhat divergent approaches. Roger Kerr (2004:
Interview) says that the Business Council of Australia is structured in the same way as the
New Zealand Business Roundtable but it operates on a different basis: "It doesn't put as much
effort and resources into the research area as we do and its general approach has been more
corporatist and more lobbying oriented than our approach". Greig also describes the BCA as
taking a more lobby-based approach (Greig, 2004: Interview). The BCA had the potential to
play a greater role in the reforms than it did.
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The Industry Commission

In 1998 three bodies joined to form the Productivity Commission. One of these bodies was
the Industry Commission, which was formed in 1990 and was most relevant to these reforms
during the Kennett era. Prior to 1990 it was known as the Industry Assistance Commission.
Unlike the other groups mentioned, it operates at the federal level and is a government body.
It does important policy work and contributed to the general thinking on reform issues. The

Industry Commission has links to New Zealand as New Zealanders have worked for the
Commission. Roger Kerr, of the New Zealand Business Roundtable worked for this body for
three months from late 1984 to 1985 (Kerr, 2004: Interview). Roger Kerr still has links with
the Commission and has used people from the Commission to do work for the Roundtable
(Ke1T, 2004: Interview).

Supranational organisations

Supranational organisations by their very nature transcend national barriers and may facilitate
policy transfer through networks.

Organisations such as the Organisation for Economic

Cooperation and Development (OECD), World Bank, and International Monetary Fund (IMF)
have shown an interest in public sector reform issues.

Supranational organisations can contribute valuable research to topical issues. They have the
time and money to carry out research and are generally well respected and so have access to a
lot of information (Greig, 2004: Interview). Supranational organisations provided a forum
where documents on policy issues were exchanged (Rae, 2004: Interview). As such these
organisations were a part of a network of world wide thinking (Officer, 2004: Interview). One
role supranational organisations could play was to showcase reform to the rest of the world.
This served to facilitate international learning. According to Rae, during this period, New
Zealand ''was conventionally taken as the place to look if you wanted to see what innovative
economic reform looked like" (Rae, 2004: Interview).

Supranational organisations did a lot of work which informed the debate in Australia and New
Zealand. Greig (2004: Interview) describes supranational organisations, such as the World
Bank, as the "collective repository of the collective wisdom". Albeit that this "collective
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wisdom" may have been promoting a certain set of ideas. Supranational organisations also
serve an evaluative function. Governments often lack the time and resources to carry out
meaningful reviews of their policies and "you need someone whose salary is paid by someone
else to do the evaluation" (Greig, 2004: Interview). Those involved in the reforms may not
have time to analyse such evaluations when they are written but they will most likely be
consulted before embarking on future policy development.

It has been claimed that the OECD vision has "influenced Australian governments at all levels

in their reform efforts" (Steane & Carroll, 2001: 41). The OECD sees effective regulatory
reform and the development of a more efficient, less intrusive public sector regulatory
capacity as a central requirement for a successful government response to globalisation
(Steane & Carroll, 2001: 30). The last two decades have seen substantial reform to the public
sector in Australia and that many of these reforms fall into the New Public Management
paradigm (Steane & Carroll, 2001: 29). It is not suggested, however, that the OECD vision of
the new regulatory state initially prompted Australian reforms but the values and aims upon
which it is based informed and stimulated the Australian reforms from at least the 1970s
(Steane & Carroll, 2001: 41 ). This shared vision does not mean that each OECD member
country will become a mere carbon copy of one another. As the OECD itself notes, differing
national experiences, cultures, structures and situations will ensure that in the process of
implementing the vision the overall set of characteristics of each member state will be unique
(Steane & Carroll, 2001: 41 ). However, Rae says that the OECD has consistently pushed the
reform direction all the time at a national level (Rae, 2004: Interview). The OECD played a
role in reinforcing principles by giving strong support to this general reformist model around
the world, and used New Zealand as a model for this (OECD, 1999). This is an important link
to note.

As with the OECD, the IMF and World Bank are primarily concerned with issues at a national
level. Therefore, both played a minimal role in the Victorian reforms. This is confirmed by
Baxter (2004: Interview) who says that the IMF took "a bit of an interest" and that the World
Bank "took bugger all interest".

Stockdale says supranationals played "zero" role in the

reform of the Victorian public sector (Stockdale, 2004: Interview).

However these
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organisations do have an interest in public sector reforming issues and are important
contributors to the debate on such matters. For example, public sector management reform
(PSMR) has become a new wave of activity in the World Bank and the Bank has guidelines
for a well-performing public sector (Shand, 2001: 380).

Written material

Many New Zealand government documents passed through the hands of Victorian ministers
(Baxter, 2004: Interview). Items of greater interest were the New Zealand Treasury briefs to
the incoming government written in 1984 and 1987 (Greig, 2004: Interview).

Other

government documents such as the Schick Report, which is described as "interesting and
useful, but not major", were also read in Victoria (Baxter, 2004: Interview). Publications such
as The Economist helped to bring New Zealand's activities to a wider audience (Rae, 2004:
Interview).

Papers were also received from the New Zealand Business Roundtable and

Richard Prebble's book, I've been thinking, was useful for its anecdotal content (Briggs, 2004:
Interview). Stockdale says most ministers in the Kennett Government would have read Roger
Douglas' books (Stockdale, 2004: Interview). However, this written material was just one
influence on the thinking in Victoria (Stockdale, 2004: Interview). Stockdale emphasises that
hundreds of documents and extracts from documents were collected and had an influence on
the thinking of the day (Stockdale, 2004: Interview).

Baxter considered verbal and

experiential learning to be more valuable than the learning that may have been gained from
written material (Baxter, 2004: Interview). Most Liberal ministers had also been exposed to
speeches given by Roger Douglas (Stockdale, 2004: Interview).

• Summary
The Kennett Government's search for ideas and strategies to reform Victoria's public sector
began before the 1992 election and continued throughout its term in office. A range of
transmission mechanisms operated to facilitate, guide and effect the changes that occurred.
These transmission mechanisms are not mutually exclusive and operate in a fluid political and
social environment.
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There were key individuals within the Liberal Government who helped drive the reform
agenda. For example, Treasurer Alan Stockdale actively sought to familiarise himself with
trends in Australia and the rest of the world, he made trips to Britain and New Zealand to
further his understanding of the issues and he had ties to a number of think-tanks and
individuals in trade and business groups. These factors all contributed to Stockdale's ideas
about how to make the changes he perceived to be necessary in Victoria.

Some people and/or groups were able to exert direct influence on the government. The
election of the Liberal-National coalition in Victoria meant that some think-tanks, notably the
Tasman Institute and the IPA, enjoyed greater access to government after Kennett's election.
These groups played an advocacy role, published papers, did consultancy work and even met
with members of the government. They had also played an important role prior to the election
by expanding the parameters of the debate and contributing to the perception of financial
mismanagement and crisis in Victoria.

A further example of groups with access to the

government is the business meetings of the "Silent Knights of Kennett's Roundtable".

Individuals working in Victoria in reform related roles also had a direct impact on the reform
process. Consultant, Peter Troughton, and others at second and third tier levels have been
noted as using their experiences in New Zealand to assist in the reform process in Victoria.

Others exercised their influence more indirectly. Some business interest groups, for example,
showed their support for exploring the possibility of reform by contributing financially to
Project Victoria. Business groups and individuals also provided funding for think-tanks such

as the Tasman Institute.

Other transmission mechanisms contributed to the general body of ideas in circulation and
influenced popular opinion. The VCA's report, for example, was used as a political tool to
affirm the Kennett Government's policy direction.

Similarly, the credit rating agencies'

reports were used to demonstrate the State's poor financial situation as a result of Labor's
policies and practices.

The credit rating agencies also showed the success of the new

Government's policies, which was reflected by the return of a triple A credit rating. The
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Industry Commission did policy work relevant to the reforms being carried out and
contributed to the general thinking on the reforms. Academics promoting free-market ideas
could also be useful for the government.

The Government fostered links with those who supported their programme and restricted or
simply ignored the influence of those who were not supportive of their policies. Links with
like-minded New Zealanders, think-tanks and business interests were developed. Those on the
outside include academics and groups such as the Victoria Trades Hall Council, who were
resistant to the reforms.

The key finding emerging from this chapter is that there was an overlap of networks operating
within Victoria and outside Victoria. Officer, for example, notes a distinct overlap between
groups such as academics and bureaucrats (Officer, 2004: Interview). The exchanges were
multi-directional involving ministers, officials, those working in reform roles in Victoria and
New Zealand, think-tanks and trade and business groups. Many links with New Zealand are
noted but these are not the only external links Victoria had. The actors involved in the reform
process inevitably operated with certain biases and promoted different policy responses
depending on their political, social and economic outlook.
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6. Conclusions
• The origin of Victoria's public sector reforms
The aim of this thesis was to determine whether policy transfer from New Zealand can explain
the origin of Victoria's public sector reforming policy ideas and policy tools. Leaming from
New Zealand was facilitated in a number of ways including the existence of similar political
situations and institutions, similarly perceived economic problems, geographic proximity and
people who favoured similar policy responses.

Aspects of each hypothesis introduced in

chapter two can further our understanding of the policy making process.

Hl - Change in thinking
Hypothesis one proposed that the adoption of similar policies in New Zealand and Victoria
was the result of agents of policy change in Victoria responding to a change in thinking.
People can be captivated by new and different ideas if it appears they have the potential to
solve a perceived policy problem. Changing ideas about the role of government, how to
manage the public sector and how to manage the State's financial affairs were taken up selfconsciously by policy makers and policy influentials in Victoria. Some of this change in
thinking can be attributed to the ideas being promoted in New Zealand but the ideas in New
Zealand were also part of a broader international change in thinking. Policy ideas were picked
up by people in Victoria through transmission mechanisms including individuals (such as
ministers, officials, academics, and consultants), think-tanks, trade and business interest
groups, supranational organisations and written material. When agents of change from these
groups supported the ideas being promoted by the new Government they provided a coalition
of support that was politically important for the smooth implementation of the reforms.

Alan Stockdale cites the fact that Victoria was part of a broad international movement
pursuing a similar agenda as a very important factor in the reforms that eventuated (Stockdale,
2004: Interview). A number of countries with a similar outlook to the State of Victoria had an
impact on thinking in Victoria.
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The United States (US) was an early source of policy inspiration. While the Liberals were still
in opposition, Haddon Storey began exploring the new directions US state governments were
taking.

Ideas from the US helped to justify a limited role for government.

The book

Reinventing Government, by US authors Osborne and Gaebler, contributed to the general
change in thinking about the role of government and the management of the public sector. It
refers to the experiences of Great Britain, Sweden, Australia, Canada and New Zealand. It
was read by those in the bureaucracy, ministers, and was even cited by the Victoria
Commission of Audit. It was popular at the time and acted as a vehicle for international
learning and the dissemination of ideas.

Canada was also a source of policy ideas and learning for Haddon Storey in the early 1980s.
In particular, he examined initiatives for central government reform. Alan Stockdale read a lot
about Canada and hosted visits from several provincial Canadian ministers. Canada was a
lesser influence than the US but it was a useful comparator as it also operated under a federal
system.

Britain was an even greater source of policy ideas for Liberal Party members. Alan Stockdale
spent time in the UK two years prior to the election and spent time examining the UK's "Next
Steps" Programme. He met with a range of people who furthered his thinking on reform
issues. Project Victoria also used a lot of evidence from the UK in its reports. British
implementation experience was followed closely. For example, the reforms developed for the
electricity sector very much followed the UK model. British consultant, Peter Troughton, was
also a vehicle for conveying knowledge of the British system to Victoria. Victoria also looked
to the UK with regard to its "Statutory Authority" as this was something New Zealand never
had (Baxter, 2004: Interview). Plowman (2004: Interview) says that a lot was learned from
the British: "they were extremely useful for indicating areas where they thought they should
have done better".
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Victoria was also greatly influenced by New Zealand. There were very few formal avenues
for interaction between New Zealand and Victoria but this did not impede the exchange of
policy ideas. Victorians looked to New Zealand as a "show-case" example of reform. It is
therefore likely that agents of change were exposed much more to the ideas of advocates of
reform, rather than critics or neutral observers (Mossberger & Wolman, 2003: 7; Wolman,
1992: 33). Professor Officer (2004: Interview), for example, says that ''New Zealand had
become a very good laboratory for Australia to see how these changes [reforms] were going
on". Similarly, Briggs (2004: Interview) likens New Zealand to a test-case: ''New Zealand has
the advantage of being relatively small and you can almost see the impacts of the reforms on
the economy because they were quite substantial".

The transfer of ideas between New Zealand and Victoria was facilitated by the high level of
value consensus between agents of change in the two jurisdictions. Liberal Party members
identified with the thinking of Roger Douglas who was in the New Zealand Labour Party.
When the National Party came into power in New Zealand in 1991, there was even more
ideational synchronisation. The greater the value consensus between jurisdictions, the more
likely policy transfer becomes. Roger Ken-, of the New Zealand Business Roundtable, recalls
being seated next to Jeff Kennett at the annual general meeting of the Australian Stock
Exchange dinner27 • He sees this as recognition "of how close the Victorian Government felt to
what was going on in New Zealand" (Kerr, 2004: Interview).

Ideas were transferred to Victoria by New Zealanders working in Victoria and those from
other countries, such as Peter Troughton, who had knowledge of New Zealand's reforms. A
lot of New Zealand government documents also passed through the hands of Victorian
officials but personal contacts had a greater impact on most of those interviewed in this study.
Think-tanks, such as the IPA and the Tasman Institute often used New Zealand's experiences
as a learning tool when making recommendations about policy reform in Victoria. The role of
individuals in transferring ideas between New Zealand and Victoria will be discussed further
in hypothesis two.

27

This event was sometime in the mid-1990s according to Roger Kerr.
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Other Australian states were also a source of policy ideas. Competition between states affects
political, economic and social life in Australia. Victoria was beginning to compare poorly to
other states in Australia and individuals and businesses in Victoria were leaving the state to
seek better opportunities. If a state is under-performing in any area it is natural to look nearby
to see if one state could learn from the successes of another state. Victoria learned a lot from
New South Wales in this regard. Ken Baxter was a key instrument for learning in this instance
as he came from the New South Wales bureaucracy to become the Secretary of the
Department of Premier and Cabinet in Victoria and was the Chairman of the Public Service
Board in Victoria. Stockdale also spent time in New South Wales and so domestic learning
was important.

The way in which Victorians actively looked to other jurisdictions for policy ideas and
inspiration gives validity to the hypothesis that the adoption of similar policies was the result
of agents of policy change in Victoria responding to a change in thinking.

Ideas that

challenged the Labor Government's approach were developed in a local, national and
international setting. For example, the locally produced Victoria Commission of Audit's
Report, which was ordered and released during the new Government's "honeymoon period",
helped to legitimate the new Government's reform agenda and used examples from other
jurisdictions to highlight what should and should not be done in Victoria. At a national level
Victoria learned from the experiences of other states. At the international level Victoria
actively learned from New Zealand, the US, Canada and Britain.

However, it is noted that agents of change in Victoria were ideationally disposed to a certain
way of thinking and so sought out like-minded people in other places, including New Zealand.
The danger of conducting policy learning this way is that the status quo will simply be
maintained rather than carrying out a broad and comprehensive search for solutions to policy
problems. For example, Dolowitz and Marsh (1996: 355) say it might be argued that:
.. .instead of expanding the number of ideas and actors involved in the decision-making
process, policy transfer enhances the power of a relatively small circle of actors who
consistently draw lessons from each other. So, if policy transfer occurs within
relatively closed international policy communities, instead of introducing new ideas,
lesson drawing simply reinforces the existing system, for the same ideas will be
circulated amongst like-minded nations, thus maintaining the status quo.
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This is an apt summation of the impression given by those interviewed as to the origin of
Victoria's public sector reforming ideas. While it is acknowledged that Victoria learned from
a number of countries, the weight of evidence gathered in this study suggests that New
Zealand was the strongest ideational influence and provided the lessons that could be most
readily applied in Victoria.

As has already been noted, the hypotheses in this thesis intersect and are not easily separated.
Supranational organisations also played a role in the international dissemination and advocacy
of certain ideas, and they are discussed in hypothesis three.

H2 - Trans-Tasman networks

Hypothesis two focuses on the network links between New Zealand and Victoria. It proposed
that the adoption of similar policies was the result of various networks operating between New
Zealand and Victoria. Individuals operating in like-minded networks are important because
they can generate policy consensus, which enables the transfer of ideas and programmes.
Goldfinch (2003: 21), in the context of New Zealand and Australia, describes the spread of
policy consensus:
To some extent, the experiences in both Australia and New Zealand exhibit elements
of "contagion", where ideas spread from particular individuals and organisations to
become the political orthodoxy, to which other policy makers and elites28 [actors]
either conformed or were marginalised. As policy innovators moved to senior
positions in other organisations, and as they appointed like-minded contacts and
friends to other important positions, this policy consensus was spread further.
A similar contagion effect can be found in the trans-Tasman exchanges explored in this thesis.
However, local network links operating within Victoria were also important and must be
considered in conjunction with this hypothesis.

The nature of the network links within

Victoria and between Victoria and New Zealand are revealed to be web-like and confined to a
group of like-minded actors. Actors become closely linked because they are like-minded and
these ties are furthered as the network exchanges increase.

28

Agents of change in this context need not necessarily be 'elite' so it is suggested that the term 'actors' is used.
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The web-like links were multi-directional and occurred between ministers, officials,
academics, consultants and also extended to think-tanks and the business community. 29
Treasurer Alan Stockdale is an example of an agent of change with links to many different
people. He recalls having contact with former New Zealand Minister of Finance Roger
Douglas and officials in New Zealand involved with the privatisation of Telecom. Local
network contacts were also important and Stockdale spent a lot of time with Michael Porter of
the Tasman Institute, spoke with Des Moore of the IPA, worked closely with a number of
consultants on Victoria's reforms and had connections to the business sector.

Other individuals were also part of this web-like, multi-directional exchange. Officials such
as Ken Baxter and David Briggs made trips to New Zealand to meet with individuals involved
with New Zealand's reforms. Michael Porter was an academic who had a close association
with business people, ministers and other think-tanks in Victoria.

Porter also had some

contact with New Zealanders Roderick Deane and Roger Kerr. Peter Troughton was a British
consultant with experience in the British, American and New Zealand systems. Troughton
could effect real change when his expert knowledge of New Zealand's reforms, in particular,
was partnered with the ideational policy work already done and being undertaken in Victoria.
New Zealanders also filled other consultancy roles and made recommendations about which
consultancy firms Victoria should use.

There were direct trans-Tasman network links between think-tanks in Victoria and reformists
in New Zealand. For example, Michael Porter of the Tasman Institute, had contact with
Roderick Deane and Roger Kerr. Further, Des Moore of the IPA had contact with former
Finance Minister Ruth Richardson. These think-tanks were also a key part of local Victorian
networks as they had access to politicians and had close ties to the business community.
Think-tanks also used the work of Victorian, New Zealand and other academics when
generating their own policy proposals.
29

Goldfinch also notes that a number of writers have commented on the shared membership and strong links
between some politicians, the New Zealand Business Roundtable and neo-liberal think-tanks such as the
Australian and New Zealand Centres for Independent Studies, the Australian Tasman Institute, the British
Institute for Economic Affairs, the Australian H.R. Nicholls Society and the Centre for Independent Studies at
Monash University (Goldfinch, 2003: 12).
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There were few direct links between the business community in Victoria and reformists in
New Zealand. However, the Business Roundtable in New Zealand was aware of the activities
of business groups in Victoria.

The Victorian business community's network links were

largely confined to Victoria. Some of the business community in Victoria had good access to
government under the Liberal-National Government. For example, Kennett met monthly with
prominent business people and VECCI was kept well-informed of the Government's plans. A
healthy relationship with the business community could strengthen the Government's coalition
of support. Business groups also gave financial support to think-tanks.

Recruiting New Zealanders to work in Victoria furthered the second and third tier level
network links between the two jurisdictions. It was often by word of mouth referral that these
New Zealanders were employed. This enabled the direct transfer of both ideas and practical
knowledge. Professor Officer (2004: Interview) says "It wasn't enough to have a group of
people intellectualising about the issue - you had to make it operational and the question is
'Where do you get people who've had operational skill?' .. .in New Zealand you could have
both". Prominent New Zealanders, such as Roderick Deane and Ruth Richardson, also made
trips to Australia to meet individuals involved with Victoria's reforms.

Most trans-Tasman exchanges were informal but formal links also existed.

Institutional

structures such as the Council of Australian Governments (COAG), in which the New Zealand
government participated alongside state governments, is an example of a formal link. Staff
exchanges also occurred under the Closer Economic Relations (CER) Agreement negotiated in
1983.

New Zealanders in Victoria and New Zealand were willing to share their experiences with
reformists in Victoria. A range of trans-Tasman links existed and Stockdale (2004: Interview)
describes the doors from both political persuasions [Labour and National] as being open and
says that "people were prepared to discuss what had happened in New Zealand because they
were proud of their achievements in New Zealand at that time". Rae (2004: Interview) says
that "there has always been a preparedness to learn from the other [New Zealand and
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Australia] if the lessons were relevant".

There is, therefore, substantial case evidence to

suggest that trans-Tasman networks operating between New Zealand and Australia were a key
factor in the formulation and implementation of Victoria's public sector reforming policies.
However, this is not a full explanation as networks were also active within Victoria and the
"home-grown" component of the reforms is important also.

H3 - Multi-directional exchange and supranational organisations

Hypothesis three proposed that the adoption of similar policies was the result of multidirectional exchanges involving New Zealand, Victoria and supranational organisations. No
evidence to support this hypothesis was found. There were not any examples of a multidirectional "triangular" relationship between New Zealand, Victoria and the supranational
organisations identified in hypothesis three at the beginning of this thesis.

These

supranationals were the OECD, World Bank, WTO and IMF.

However, this hypothesis is not without foundation altogether. Supranational organisations
played a role in disseminating information and contributing to the underlying current of public
sector reforming ideas, despite not being an important player at the state level in Victoria's
reforms. In Victoria, the role of supranational bodies was more one of diffusion and advocacy
rather than being a direct policy influential.

Ministers and officials did read the reports

produced by these supranational organisations but the Victorian Government would only
utilise this information in an overt way if it could be used to support the Government's policy
direction. Supranationals showed greater interest in the reforms carried out in New Zealand as
they are more interested in government practices at a national, rather than domestic state level.
They play an important role in the international arena but their influence was felt in a very
diffuse way in Victoria.

An interesting finding of this thesis was the importance of the role attributed to credit rating
agencies in Victoria's reforms. Credit rating agencies are supranational bodies but they were
not identified as a potential influence in the reform process at the outset of this study.
However, they have proven to be more influential at a state level in Victoria than bodies such
as the OECD, World Bank, WTO and IMF. Credit rating agencies, Standard and Poor's and
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Moody's, helped to cement the perception of financial crisis in the state by downgrading the
State's credit rating. The downgrading impacted hugely on the State of Victoria and was used
politically to criticise the Labor Government's record. The need to regain a respectable credit
rating was manipulated to support the coalition Government's policy direction.

If the

Government did not adopt a certain approach that was acceptable to the credit rating agencies
it would not be given a positive report. The importance of regaining a "triple A" credit rating
was emphasised to the public, which helped the public to accept difficult measures such as the
$100 household tax.

Overall there is little support for the hypothesis that the adoption of similar policies was the
result of multi-directional exchanges involving New Zealand, Victoria and supranational
organisations. However, the role of credit rating agencies is interesting and worthy of further
consideration.

H4-Copying
Hypothesis four proposed that the adoption of similar policies was the result of Victoria
copying the legislation enacted in New Zealand. There are enough similarities between the
Acts discussed in this thesis to give a large degree of support to this hypothesis. There are
striking similarities in the principles and purposes of the Acts, the wording in the body of the
legislation is often very similar, legal firms drafting the legislation looked at New Zealand's
legislation, and interviewees confirm that Victoria looked closely at the New Zealand
legislation.

The historical, political, and social similarities between New Zealand and Australia meant that
Victoria could "borrow" from New Zealand's legislation and adapt it to suit its own needs and
policy aims. However, a range of factors meant that a straight "word for word" copy was not
practicable. For example, federal legislation in Australia overrides state legislation in some
areas. As a result, Kennett's Government lacked the power to fully enforce its 1992 Employee
Relations Act.

Further differences arise as the Liberal-National Government in Victoria

placed less emphasis on social responsibility in its Acts than did the Labour Government in
New Zealand. The Acts also contain clauses that are jurisdiction specific, such as those
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relating to Maori issues in New Zealand, and these could not be copied. Further, it has been
shown that the terminology used in the Acts can differ.

While it is asserted that a degree of copying occurred, the adoption of legislation is merely one
part of the policy process. Important policy learning occurs in the application of legislation to
achieve desired ends. Learning also occurs at other stages of the policy process such as
identifying a problem, formulating a policy direction and then implementing that policy. The
other hypotheses address these stages. The culmination of this learning can result in policy
transfer. The similarities between the legislative package and the Acts themselves provide
evidence of a high degree of copying and direct policy transfer from New Zealand to Victoria.

• The extent of policy transfer from New Zealand
The hypotheses of this thesis all contribute to an explanation of the origin of Victoria's public
sector reforms. This study shows with ease that one jurisdiction can and does "learn" from
another, which can result in policy transfer. It has also shown that learning from New Zealand
was a salient factor in Victoria's adoption of policies similar to those implemented by New
Zealand.
Zealand?"

The key question, then, is "How much policy transfer was there from New
"Leaming" can occur from many sources but "transfer" is more difficult to

identify30 • This is in part because there can be multiple sources of policy ideas in the policy
making process and some ideas will translate into programmes (transfer) while others
contribute to the general thinking on an issue (learning).

First, it should be acknowledged that Victoria was also influenced by ideas and policies in
circulation, and use, in other jurisdictions. These other jurisdictions included other states
within Australia and other countries, namely the United States, Canada and the United
Kingdom. Victoria was able to look to these countries because they are English speaking and
are culturally similar. Australia has close colonial ties with Britain and a similar colonial
history to Canada. As has been discussed previously, political and social similarities and a
degree of value consensus facilitate policy learning and policy transfer. Like New Zealand,

30

Refer to definitions of policy learning and policy transfer on page 13.
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these other jurisdictions appear in reform related reports and policy documents. However, this
study finds that instances of learning from these countries complemented the learning and
transfer that occurred from New Zealand. The majority of the "hard" learning (see page 25),
resulting in transfer, came from New Zealand. The best and most obvious example of policy
transfer in this study is the similar legislation adopted by Victoria. It has also been shown that
there were numerous avenues for contact between New Zealand and Victoria to facilitate the
adoption and implementation of such similar policies.

Second, economic imperatives, ideas, and political factors culminated to facilitate the adoption
and implementation of this very specific reform programme. It must be acknowledged that
without the presence of certain factors setting up the conditions for reform, discussed in
chapter three, Victoria may not have looked to New Zealand for policy inspiration as readily
as it did.

Third, Victoria attempted to adapt what it learned from New Zealand, other jurisdictions and
its own support coalition to suit its own political, economic and social needs. It was not
possible to transfer programmes directly from an external source with no consideration of the
new environment in which they would be used.

Finally, it is concluded that the origin of Victoria's public sector reforms can to a large degree
be attributed to policy transfer from New Zealand.

This final quote from Ken Baxter

encapsulates the views of many of those interviewed during the course of this study. Quite
simply he says, "the view was held that the New Zealand system ... would produce the results
more effectively than any of the other systems" (Baxter: 2004: Interview).
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Limitations of study and directions for future research

By its very nature of being an MA thesis this study was limited in scope. There are further
resources it would have been useful to have accessed, such as archives held at the State
Library of Victoria. It was found during the course of the study that Alan Stockdale has
deposited his personal documents there, although it is possible that permission would have to
be obtained under Freedom of Information, which would take some time. At times it was also
difficult to conduct this study from New Zealand. Even though this study was investigating
policy transfer from New Zealand to Victoria greater access to people and other primary
resources would have been possible had the study been conducted from Victoria, rather than
New Zealand.

Interviews carried out in New Zealand and Victoria were a key component of this study.
However, aspects of the interview process imposed limitations on this study. First, the "minisnowball" method used to acquire interviewees may be susceptible to bias in this instance as
interviewees tended to nominate the same people. This may mean that it was in fact a select
group of people who were important in this process or it may mean that key people who were
not part of this "in-group" were not identified. In a larger study it would be advantageous to
interview a wider group of individuals.

Second, while the resulting interview material was particularly important it must be
recognised that interviewees each responded simply with their recollection of events, which
occurred over 10 years ago. Overall their recollection seemed good but, understandably, many
of the specifics have been lost over time. Further, their interpretation of events is subjective
and may be challenged by others. Therefore, it cannot necessarily be reported as factual.

Third, it became apparent during the course of interviewing that individuals who had worked
in Victoria were largely proud of what the Kennett Government had achieved and many were
reluctant to attribute the perceived successes of the reforms to any outside sources. It is
possible that the full extent of learning/transfer from other jurisdictions was not necessarily
revealed for fear of giving the appearance that Victoria could not formulate and/or implement
its own policies. On the other hand, the vague responses that give rise to this impression may
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simply be due to hazy recall many years after the event. It was also found that interviewees
presented a rather one-sided view of the reforms but this was not a major limitation of the
study as it was not an aim of this thesis to assess the validity of the reforms carried out.

A suggested area for future research, which was not given much attention in this study, is the
role of the media in facilitating or inhibiting policy reform and policy transfer. It was found
that the media contributed to the perception of financial crisis in Victoria and as such the
media can be used as a political tool. The Victoria media provided some coverage of reforms
in countries such as New Zealand and the effect this had on policy learning and transfer would
be an interesting area to pursue in future study.

Another area for future research is the role of credit rating agencies as a political tool and
driver when carrying out policy reform. Credit rating agencies were found to play quite a
large role in this study, which was not anticipated. The influence of credit rating agencies
could be further explored in terms of coercive transfer, which is an interesting area in the
policy transfer literature but has not been a feature of this study. Jane Kelsey (1995: 5) also
provides some support for such a future research direction, noting that as economic
liberalisation is embraced "the more dependent the state becomes on foreign investment [and]
on maintaining credibility in the eyes of international financial markets".

To conclude, this was an interesting study to conduct and it has indicated opportunities for
further research, which also promise to contribute to our understanding of how and why one
jurisdiction adopts one policy direction over another.
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Appendix One - Interviewees
Baxter, Ken (Australian)
•
Secretary of Victorian Department ofPremier and Cabinet 1992-1995
•
Chairman Public Service Board Victoria 1992
Briggs, Dr. David (Australian)
•
Assistant Secretmy Victorian Department ofPremier and Cabinet 1992-1993
•
Director ofEconomic Reform Unit Victorian Department of Treasury and Finance 1993-1997
Caygill, Hon. David (New Zealander)
•
Minister of Trade and Industry I984-1988; Minster of Health & Associate Minister of Finance 1987-1988;
Minister ofFinance 1988-1990
•
Deputy Leader of the Opposition 1993-1996
Cosgriff, Kevin (New Zealander)
•
New Zealand Treaswy 1989-2001 (Seconded to UK budget section 1993-1995)
•
New South Wales Treasury 2001-present
Deane, Dr. Roderick (New Zealander)
•
Deputy Governor Reserve Bank of New Zealand 1983-1986
•
Chairman State Services Commission of New Zealand 1986-1987
•
ChiefExecutive of the Electricity Corporation ofNew Zealand 1987-1992
Greig, David (New Zealander)
•
Director Victorian DeTJartment of Treasury and Finance
Hart, Rik (New Zealander)
•
Involved with Fisheries in New Zealand (pre-1995)
•
Head ofDepartment of State Development Victoria (1995-2000)
Kerr, Roger (New Zealander)
•
NZ Treaswy 1976-1986 (includes 3 months with the Industry Assistance Commission 1984-1985, Australia)
•
Executive Director New Zealand Business Roundtable 1986-present
Moore, Des (Australian)
• Worked in Australian Commonwealth Treasury for 28 years
•
Senior fellow of the Economic Policy Unit at the Institute ofPublic Affairs (IPA) 1987-1996
Officer, Professor Robert (Bob) (Australian)
•
Teaching positions: Melbourne Business School; Wharton School of the University of Pennsylvania; Graduate
School of Business Stanford University; Monash University; University of Queensland; University of Chicago.
•
Chairman Victoria Commission ofAudit 1992-1993 {University ofMelbourne Business School)
Parker, Harvey (Australian)
•
Director General Department Youth, Sport and Recreation (Victoria - Cain Government)
•
First Chief Executive New Zealand Post 1987-1993
Plowman, Sidney James (Jim) (Australian)
•
Minister for Energy and Minerals; Minister Assisting the Treasurer on State Owned Ente,prises 1992-1996
(Victoria); Speaker 1996-1999 (Victoria)
Rae, Jeffrey (Jeff) (Australian)
•
Worked for Australian Commonwealth Government for over 30 years (includes 5 years OECD office in Paris)
•
2 year assignment New Zealand Treasury early 1980s
Richardson, Hon. Ruth (New Zealander)
•
New Zealand Minister of Finance 1990-1993
•
Public policy consultant 1994-present
Stockdale, Alan (Australian)
•
Treasurer of Victoria 1992-1999
Swier, Geoff (New Zealander)
•
Advisor to New Zealand Minister ofFinance 1984-1987 and Minister for State Owned Enterprises 1990
•
Director ofRoger Douglas Associates - consultant to a number ofSOEs and government departments 1991
•
Involved with corporatisation of New Zealand hospitals 1992
•
Advised Victorian Government on electricity and gas industry reform 1993-1999
Walker, Russell (Australian)
•
Victoria Commission ofAudit 1992-1993(ChiefDirector of the Victorian Auditor General's Office)
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Appendix Two - Comparison of purpose of Acts
Government business manaf!etnent
State-Owned Enterprises Act 1986 (NZ)
State Owned Enterprises Act 1992 (Vic)
Long title
Purposes
An Act to promote improved performance in
respect of Government trading activities and, to
this end, to (a) Specify principles governing the operation of
State enterprises; and
(b) Authorise the formation of companies to
carry on certain Government activities and
control the ownership thereof; and
(c) Establish requirements about the
accountability of State enterprises, and the
responsibility of Ministers

(State-Owned Enterprises Act, 1986: Long title)

Principles
4. Principal objective to be successful business (1) The principal objective of every State enterprise
shall be to operate as a successful business and, to
this end, to be (a) As profitable and efficient as comparable
businesses that are not owned by the Crown; and
(b) A good employer; and
(c) An organisation that exhibits a sense of social
responsibility by having regard to the interests of
the community in which it operates and by
endeavouring to accommodate or encourage these
when able to do so.
(2) For the purposes of this section, a "good
employer" is an employer who operates a personnel
policy containing provisions generally accepted as
necessary for the fair and proper treatment of
employees in all aspects of their employment,
including provisions requiring (a) Good and safe working conditions; and
(b) An equal opportunities employment programme;
and
(c) The impartial selection of suitably qualified
persons for appointment; and
(d) Opportunities for the enhancement of the
abilities of individual employees.

(State-Owned Enterprises Act, 1986: s. 4)

1. Purposes
The purposes of this Act are (a) to provide for the recognition of certain statutory
corporations;
(b) to provide that certain businesses conducted by
the State be operated by (i) State business corporations; or
(ii) State owned companies;
(iii) State owned companies;
(c) to regulate the constitution and relationship with
the Government of state owned enterprises
(State Owned Enterprises Act, 1992: s.1)
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State Sector Act 1986 (NZ)
Long title

Human Resource Management
Public Sector Management Act 1992 (Vic)
Purpose

An Act(a) To ensure that employees in the State services
are imbued with the spirit of service to the
community; and
(b) To promote efficiency in the State services;
and
(c) To ensure the responsible management of the
State services; and
(d) To maintain appropriate standards of
integrity and conduct among employees in the
State services; and
(e) To ensure that every employer in the State
services is a good employer; and
(f) To provide for the negotiation of conditions of
employment in the State services; and
(g) To repeal the State Services Act 1962, the
State Services Conditions of Employment Act
1977, and the Health Service Personnel Act 1983

(State Sector Act, 1988: Long title)

1. Purpose
The purpose of this Act is to reform the
management of the Victorian public sector.
(Public Sector Management Act, 1992: s. 1?)

Objects
3. Objects of the Act
The Objects of this Act are (a) to enable Victorian public sector employees to
be brought under the general industrial framework
established by the Employee Relations Act 1992, on
a similar footing to employees in the private sector;
(b) to promote among public sector employees a
spirit of service to the community;
(c) to emphasise the principals of merit, responsible
management, management competence and
efficiency within the Victorian public sector;
(d) to maintain appropriate standards of integrity
and conduct for employees in the Victorian public
sector;
(e) to repeal the Public Service Act 1974 and make
consequential amendments to the Employee
Relations Act 1992, the Administrative
Arrangements Act 1983 and the Bank Holidays Act
1958 and certain other Acts.
(Public Sector Management Act, 1992: s.3)

Appendices

114

Human Resource Management
Employment Contracts Act 1986 (NZ)
Employee Relations 1992 (Vic)
Long title
Purposes
An Act to promote an efficient labour market
and, in particular, (a) To provide for freedom of association:
(b) To allow employees to determine who should
represent their interests in relation to
employment issues:
(c) To enable each employee to choose either (i) To negotiate an individual employment
contract with his or her employer; or
(ii) To be bound by a collective agreement
employment contract to which his or her
employer is a party:
(d) To enable each employer to choose (i) To negotiate and individual employment
contract with any employee:
(ii)To negotiate or to elect to be bound by a
collective employment contract that binds 2 or
more employees:
(e) To establish that the question of whether
employment contracts are individual or
collective or both is itself a matter for negotiation
among the parties themselves:
(t) To repeal the Labour Relations Act 1987

(Employment Contracts Act, 1991: Long title)

1. Purposes
The purposes of this Act are (a) to make fresh provision with respect to the law
relating to employee relations in Victoria; and
(b) to repeal the Industrial Relations Act 1979 and
the Hospitals Remuneration Act 1978; and
(c) to amend the Trade Unions Act 1958, the House
of Contracts Guarantee Act 1987 and the
Magistrate's Court Act 1989
(Employee Relations Act, 1992: s. 1)

Objects
3. Objects
The objects of this Act are (a) to promote efficient and productive industry in
Victoria and an efficient labour market;
(b) to establish an employee relations system for
Victoria which facilitates the freedom of employers
and employees to choose how they regulate their
own affairs;
(c) to facilitate the prevention and settlement of
disputes between employees and employers and
provide a framework for which assists in the
maintenance of sound relationships between
employees and employers;
(d) to promote industrial harmony and co-operation
between employees and employers in Victoria;
(e) to ensure that fundamental civil liberties are
protected including freedom of association;
(f) to provide a framework for the prevention and
the settlement of disputes and the orderly and fair
handling of industrial matters in order to minimise
disruption to the community;
(g) to ensure that in the orderly and fair handling of
industrial matters proper regard is had to the
interests of the Victorian community as a whole and
to the interests of the parties immediately
concerned;
(h) to facilitate the prompt settlement of industrial
matters in a fair manner by agreement, conciliation,
mediation and arbitration with the minimum of legal
form and technicality;
(i) to provide for the observance and enforcement of
dispute settlement procedures, awards and
employment agreements;
U) to enable the operations of the employee
relations system in Victoria to complement the
system established by the Industrial Relations Act
1988 of the Commonwealth.

(Employee Relations Act, 1992: s. 3)

Appendices

115

Financial Management
Public Finance Act 1989 (NZ)
Financial Management Act 1994 (Vic)
Long title
Purposes
An Act to amend the law governing the use of
public financial resources and to that end to (a) Provide a framework for Parliamentary
scrutiny of the Government's management of the
Crown's assets and liabilities, including
expenditure proposals; and
(b) Establish lines of responsibility for the use of
public financial resources; and
(c) Establish financial management incentives to
encourage effective and efficient use of financial
resources in departments and Crown agencies;
and
(d) Specify the minimum financial reporting
obligations of the Crown, departments, and
Crown agencies; and
(e) Safeguard public assets by providing
statutory authority and control for the raising of
loans, issuing of securities, giving of guarantees,
operation of bank accounts, and investment of
funds.

(Public Finance Act, 1989: Long title)

1.Pwposes
The purposes of this Act are (a) to improve financial administration of the public
sector;
(b) to make better provision for the accountability of
the public sector;
(c) to provide for annual reporting to the Parliament
by depaitments and public sector bodies.

(Financial Management Act, 1994: s. 1)
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Appendix three - Personal Interviews
Name & Nationality
Interview Location
Date of Interview
Baxter, Ken (Australian)

Relevant positions

•

•

Various roles New South Wales public sector 1981-1992
Secretary of Victorian Department ofPremier and Cabinet
1992-1995
Chairman Public Service Board Victoria 1992

Sydney, Australia
August 31 2004

•

Briggs, Dr. David (Australian)

• Assistant Secretary Victorian Department ofPremier and

Melbourne, Australia
August 23 2004

•

Caygill, Hon. David
(New Zealander)

•
•

Christchurch, New Zealand
July 9 2004

•

Cosgriff, Kevin
(New Zealander)

•

•

Sydney, Australia
August 30 2004

•

Deane, Dr. Roderick
(New Zealander)

•
•

Wellington, New Zealand
September 29 2004

•
•

•

Cabinet (Director of the Macroeconomic Reform Branch of
the DPC) 1992-1993
Director ofEconomic Reform Unit Victorian Department of
Treasury and Finance 1993-1997

Minister of Trade and Industry 1984-1988
Minster of Health & Associate Minister ofFinance 19871988
Minister ofFinance 1988-1990
Deputy Leader of the Opposition 1993-1996

New Zealand Treasury11989-2001 (Seconded to UK budget
section 1993-1995). Areas managed include: land and
natural resources; policy coordination and development;
superannuation; macroeconomic policy and forecasting;
and regulatory economics.
New South Wales Treasury 2001-present

Deputy Governor Reserve Bank ofNew Zealand 1983-1986
Chainnan State Services Commission ofNew Zealand 19861987
Chief Executive of the Electricity Corporation ofNew
Zealand 1987-1992
ChiefExecutive ofNew Zealand Telecom 1992-1999
Has been a Board member of the Tasman Institute
(Melbourne) and the Centre for Independent Studies
(Sydney)
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Greig, David (New Zelander)

Melbourne, Australia

•

•

August 23 2004

Hart, Rik (New Zealander)

• Involved with Fisheries in New Zealand (pre-199 5)
• Head ofDepartment ofState Development Victoria 19952000

Lower Hutt, New Zealand
August 2 2004

Kerr, Roger (New Zealander)

•

Wellington, New Zealand

•

September 29 2004

•

Moore, Des (Australian)

•

Melbourne, Australia

New Zealand Treasury during Muldoon era with some time
in the Industry Commission in Australia
Director Victorian Department of Treasury and Finance
Worked on transport reform including the design of the
privatisation/franchising policy framework.

•

NZ Treasury 1976-1986 (includes 3 months with the
Industry Assistance Commission in Australia 1984-1985)
Director Electricity Corporation ofNew Zealand 1986-1994
Executive Director New Zealand Business Roundtable 1986present

Worked in Australian Commonwealth Treasury for 28 years
including five years as one of three Deputy Secretaries
Senior fellow of the Economic Policy Unit at the Institute of
Public Affairs (IPA) 1987-1996
Director ofInstitute for Private Enterprise 1996-present

August 25 2004

•

Officer, Professor Robert
(Bob)

• Teaching positions include: Melbourne Business School;

(Australian)
Melbourne, Australia
August 24 2004

•

Wharton School of the University ofPennsylvania;
Graduate School ofBusiness Stanford University; Monash
University; University of Queensland; University of
Chicago.
Professor, Chair ofFinance and Deputy Director
Melbourne Business School, University of Melbourne 19862002

Parker, Harvey (Australian)
Melbourne, Australia

August 25 2004

•

Chairman Victoria Commission ofAudit 1992-1993

•

Director General Department Youth, Sport and Recreation
(Victoria - Cain Government)
First ChiefExecutive New Zealand Post 1987-1993
Head of United Energy, the first electricity company to be
privatised in Victoria, 1996-1998/9

•
•
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Plowman, Sidney James (Jim)
(Australian)
Melbourne, Australia
August 27 2004

Rae, Jeffrey (Jeff)
(Australian)
Melbourne, Australia
August 23 2004

Richardson, Hon. Ruth
(New Zealander)
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•
•

•
•

Worked for Australian Commonwealth Government for
more than 30 years (includes 5 years OECD in Paris)
2 year assignment New Zealand Treasury early 1980s

•

New Zealand Minister ofFinance 1990-1993
Public policy consultant 1994-present
Director - Centre for Independent Studies, Sydney

•

Treasurer of Victoria 1992-1999

•

Advisor to New Zealand Minister ofFinance 1984-1987
Advisor to the New Zealand Minister for State Owned
Enterprises 1990
Director of Roger Douglas Associates - consultant to a
number of SOEs and government departments 1991
Involved with the corporatisation ofNew Zealand hospitals
1992
Advised Victorian Government on electricity and gas
industry reform 1993-1999

•
•

Christchurch, New Zealand
July 26 2004

Minister Assisting the Treasurer on State Owned
Enterprises; Minister for Energy and Minerals 1992-1996
Speaker (Victoria) 1996-1999

Stockdale, Alan (Australian)
Sydney, Australia
August 31 2004

Swier, Geoff (New Zealander)

"
Melbourne, Australia
August 24 2004

•
•
•

Walker, Russell (Australia)
Melbourne, Australia
August 23 2004

•

Commissioner on the Victoria Commission ofAudit (19921993) as Chief Director of the Victorian Auditor General's
Office
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