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Abstract 

In the closing decades of the twentieth century, a growing consensus emerged about the 

tailored economic principles that might promote economic growth.  There has been less 

understanding, however, and no consensus, about the political processes conducive to 

achieving successful economic reform.  The obstacles on the path to successful reform are 

numerous.  Consequently, factors conducive to policy success are vital for understanding 

the process, and enhancing social learning for policy actors. 

This dissertation compares instances of economic reform by federal Labor governments in 

Australia since 1972, to determine factors that contributed to the success or failure of those 

reforms.  To do so, it uses, and assesses the robustness of a multi-hypothesis framework.  

The research situates itself within a political economy theoretical framework.  This 

framework recognises the inseparability and interdependence of political and economic 

factors. 

The study draws on economic data and political evidence to examine the actions, 

circumstances and background of governments and leaders in the relevant periods, using a 

comparative historical approach and a framework derived from the political economy of 

reform theory.  It utilises a framework encompassing a number of hypotheses about reform, 

condensed into five ‘clusters’ of: economic conditions, political conditions, role of ideas, 

economic team, and reform program.  This framework is a modified version of one 

developed by John Williamson and Stephan Haggard in The Political Economy of Policy 

Reform.  This study applies the framework for analysis qualitatively to the three 

representative case studies of economic reforms. 

The first case study examines the 25 per cent across-the-board tariff cut by the Whitlam 

Government in 1973.  Australia had lived behind a ‘tariff wall’ for most of the century, and 

this reform sought to promote efficiency and innovation by encouraging competition, as 

well as reducing consumer prices.  The second case study explores the Hawke 

government’s float of the Australian dollar in December 1983.  Australia’s approach to its 

fixed exchange rate had undergone various modifications over the years, but none had 

allowed the economic flexibility necessary for a country with such a high rate of resource 
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and primary industry exports.  The last case analyses the minority Gillard government’s 

decision to implement the Clean Energy Future Package.  It was a significant economic 

and environmental policy initiative encompassing multiple purposes, including reducing 

greenhouse gas emissions, decreasing reliance on fossil fuels, and promoting new 

industries. 

The research challenges presumptions that economic reform is driven solely or primarily by 

‘economic imperatives’ (such as economic crisis), at least in the Australian context.  It 

finds the landscape of the political economy of policy reform is far more complex.  Instead, 

the political conditions, role of ideas and economic team all influenced the subject reforms 

to varying degrees.  All governments used favourable aspects of the political conditions to 

pursue reform, exploiting opportunities in their political honeymoons, building social 

consensus ex post to enhance durability and visionary leadership to support change along 

the path to reform.  These aspects were notable in the earlier two reforms, but largely 

absent in the third case study and this contributed to the failure of that policy program.  All 

three reforms reflected evolving ideas about the policy prescriptions necessary in the 

circumstances.  The Hawke government’s float of the dollar was a paradigm shift as 

defined by Peter Hall, which assisted with the durability of the change.  The Gillard 

government’s reform was technically a paradigm shift, but lacked the durability necessary 

to be a true shift.  The governments introduced the reforms during windows of policy 

opportunity and the most successful program (Hawke) held valence (emotional appeal) 

within the community, the Gillard reform lacked that support and Whitlam’s valence 

weakened as economic conditions turned against the government.  Of vital importance in 

all reforms was the role of the economic team.  Coherent economic teams supported the 

executive and the governments, and that assisted the development and introduction of the 

reforms, and improved the prospects their durability. 

It is not possible to unequivocally isolate factors sufficient or necessary for reform to take 

place in all circumstances.  As scholars have recognised, however, there is still 

considerable value in identifying and exploring a range of contributing factors, even if not 

all are decisive.  This research provides new insights into the political conditions that have 

been conducive for the pursuit of successful economic reform in Australian conditions.  It 

also demonstrates that the use of a conceptual framework encompassing multiple reform 
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hypotheses provides a richer, more nuanced understanding of reform decisions.  This is a 

viable and useful approach for research in this area of interest, particularly when comparing 

multiple cases. 
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Chapter 1 — Introduction — The political economy of 

economic reform in Australia 

Major economic reforms are often politically difficult, causing pain to voters and 

provoking unrest.  They may be opposed by politicians with short time horizons.  They 

may collide with the established ideology and an entrenched ruling party.  They may be 

resisted by bureaucrats and by vested interests.  Obstacles to major economic reform can 

be daunting in democratic and autocratic polities alike.1 

Introduction 

Australia faces a ‘wicked’ problem.2  Australian governments need to conduct necessary 

economic reforms on an ongoing basis, but it seems those same governments lack the 

political will to effect change in the national interest.  A theme is developing in 

commentary about the shortage of economic reform.  Proponents of this view warn that 

without various reforms being undertaken, Australia will expose itself to increasing 

vulnerability.  The country will squander opportunities for proactive action, instead waiting 

until reactive needs (such as a recession) force changes to occur.  In its 2013 Action Plan 

for Enduring Prosperity, the Business Council of Australia argued the, ‘economy is going 

through a major period of transition.  Some sectors have boomed and others are doing it 

tough.  This has significant implications for many people’s jobs.  The question is how can 

we deal with this?’3  Other groups as diverse as the OECD, 4 the Grattan Institute,5 

                                                                                                                                                 

1 Dennis Arroyo, "The Political Economy of Successful Reform: Asian Stratagems," (Stanford 

University, 2008), 1. 
2 Head argues ‘most major public policy problems are inherently resistant to a clear and agreed solution, 

and in this sense they are wicked’.  He discusses definitions of wicked problems at: B. W. Head, 

"Evidence, Uncertainty, and Wicked Problems in Climate Change Decision Making in Australia," 

Environment and Planning C: Government and Policy 32, no. 4 (2014): 665-66. 
3 Business Council of Australia, "Action Plan for Enduring Prosperity: Full Report," (Melbourne: 

Busness Council of Australia, 2013), 4. 
4 OECD, "Economic Policy Reforms 2013: Going for Growth," (Paris2013), see the country-specific 

pages related to Australia, in particular pp. 100-01 for its recommendations for Australia. 
5 J. Minifie et al., "The Mining Boom: Impacts and Prospects," (Carlton2013); J. Daley, C. McGannon, 

and L. Ginnivan, Game-changers: Economic Reform Priorities for Australia (Melbourne: Grattan 

Institute, 2012). 
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Pricewaterhouse Coopers6 and the Productivity Commission,7 have called for various 

macroeconomic and microeconomic reforms.  Australia faces many economic policy 

challenges.  Australian policy-makers must deal with the consequences of the mining boom 

and other structural challenges.  Former Treasury Secretary, Ken Henry, argues the ‘right’ 

list of policies for reform is difficult to discern, however, he suggests: 

[M]aintaining fiscal policy settings that lift national saving, including private saving, 

over time; pursuing further micro-economic reform, including tax reform, encouraging 

competition and improvements in education and health policies, to expand the nation’s 

supply capacity by lifting participation and productivity and to promote economic 

flexibility; and constructing policy settings relevant to population that support an 

expansion of the nation’s supply capacity, but in a socially and environmentally 

sustainable way.8 

By 2017, Henry was the Chairman of the National Australia Bank, but he continued to 

complain about reform shortcomings.  He argued that Australian politicians sought the 

populist route to power, using sustained, partisan and entrenched opposition to any policy 

proposal that emanated from their political opponents.  He further contended that ‘the 

reform narrative of an earlier period has been buried by the language of fear and anger.  It 

doesn’t seek to explain; rather, it seeks to confuse and frighten.’9  For him, ‘leaders of civil 

society (including welfare groups and unions), business and policy makers must be engaged 

in sustained conversation on a comprehensive approach to reform.’10 

                                                                                                                                                 

6 PricewaterhouseCoopers, "Protecting Prosperity: Why We Need to Talk About Tax," (Sydney: 

PricewaterhouseCoopers, 2013). 
7 Examples include Gary Banks, An Economy-Wide View: Speeches on Structural Reform (Melbourne: 

Productivity Commission, 2010). 
8 Ken Henry, "Australia 2011: ‘Opportunities, Challenges and Policy Responses’," in 2011 Giblin 

Lecture University of Tasmania (Hobart 2011), 11.  Martin Parkinson echoes these views in a later 

address, reasoning ‘to reap the full advantage of these opportunities, in a fiscally sustainable way, we 

need to have a considered, mature national conversation on the role of government, the sustainability of 

our tax system, and our preparedness for the global changes that are occurring.  If we can't do this, we run 

the serious risk of being overwhelmed by the challenges we face and missing the opportunities open to 

us.’  See: Martin Parkinson, "Challenges and Opportunities for the Australian Economy," in John Curtin 

Institute of Public Policy (2012). 
9 Chris Uhlmann, "Former Treasury Head Ken Henry Attacks Political System in Canberra Conference," 

ABC News, 23 February 2017. 
10 PricewaterhouseCoopers, "Protecting Prosperity: Why We Need to Talk About Tax," 14. 
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Henry is speaking from a perspective that is highly favourable to market and corporate 

interests.  Despite the fact that over the last few decades Australia opened its economy to a 

degree still unseen in many parts of the world, some reform advocates like Henry would go 

even further.  They would seek to remove the last bastions of what Kelly refers to as the 

‘Australian Settlement’, the four interwoven policies of tariff protection; industrial 

arbitration; White Australia; and ‘state paternalism’.11  Obviously, it has been important for 

Australia’s development as a modern nation to cast off archaic policies supporting White 

Australia, or to reduce industry protection so the country could concentrate on activities in 

which it has a competitive advantage.  This does not mean, however, that Australia should 

discard its social compact of fairness, egalitarianism or policies supporting the welfare 

state, in a desperate pursuit of the market, at the expense of positive deep-seated cultural 

qualities.  Economic policy reform, therefore, creates paradoxes for governments. 

Governments generally prefer the status quo.  Less change means less instability for 

governments.  Stability supports a focus on re-election, thereby maximising the self-interest 

of the politicians and their supporters alike, in a form of ‘political myopia’.12  

Unfortunately, voters also prefer the status quo,13 meaning they shun even those changes 

that are in their longer-term interests.14  The compounding problem for those calling for 

reform is that complacency is enveloping the Australian community.  Henry’s successor as 

Treasury Secretary, Martin Parkinson, candidly describes the challenges ahead for the 

Australian economy, stressing: 

                                                                                                                                                 

11 Alan Fenna, "Putting the ‘Australian Settlement’ in Perspective," Labour History 102 (2012): 99.  See: 

Paul Kelly, The End of Certainty - Power Politics and Business in Australia (Sydney: Allen & Unwin, 

2008), 1-16. 
12 Hans Pitlik, "Are Less Constrained Governments Really More Successful in Executing Market-

Oriented Policy Changes?," (Stuttgart: University of Hohenheim, Department of Economics, 2005), 4. 
13 Discussions about the relationship between the status quo and resistance to reform commenced in: 

Raquel Fernandez and Dani Rodrik, "Resistance to Reform: Status Quo Bias in the Presence of 

Individual-Specific Uncertainty," The American Economic Review 81, no. 5 (1991).  Rodrik further 

discusses these arguments in his later often cited paper: Dani Rodrik, "Understanding Economic Policy 

Reform," Journal of Economic Literature 34, no. 1 (1996).  Also see: Abdul Abiad and Ashoka Mody, 

"Financial Reform: What Shakes It?  What Shapes It?," The American Economic Review 95, no. 1 

(2005). 
14 Fernandez and Rodrik, "Resistance to Reform: Status Quo Bias in the Presence of Individual-Specific 

Uncertainty,"; Rodrik, "Understanding Economic Policy Reform,". 
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As a nation, we face the same choices again – do we continue to pursue pro-market, pro-

competition, pro-productivity reforms – using the benefits of the mining boom to help 

grasp the opportunities of the global transformation, or do we complacently try to slide 

through on our natural resource endowment alone while watching the huge opportunities 

from the growing Asian middle class melt away?15 

Put simply, Parkinson and other commentators assert that in recent years the reform process 

has lost momentum and has now stalled.16  Despite the pro-market emphasis in Henry’s 

words above, his points about the need to monitor the conditions for change and the pitfalls 

of complacency are well-made.  For years, economist, political adviser and academic Ross 

Garnaut has counselled Australians not to be complacent about reform opportunities.17  

Advice, he argues, has been largely ignored.  Garnaut argues Australia’s long period of 

unbroken economic growth, together with popular politics means governments have 

ignored emerging challenges.18 

                                                                                                                                                 

15 Martin Parkinson, "Introductory Remarks to the Australia-Israel Chamber of Commerce - Speech by 

Dr Martin Parkinson," (Sydney: Australian Treasury, 2012).  The use of the word complacent in this 

context also resonates the old warnings made by Horne in is ironic, often misquoted polemic comments 

about Australia being a ‘lucky country’, see: Donald Horne, The Lucky Country, 5th ed. (Ringwood, Vic: 

Penguin, 1998), 233. 
16 Parkinson, "Introductory Remarks to the Australia-Israel Chamber of Commerce - Speech by Dr 

Martin Parkinson," 3-4.  Gruen also speaks about the issue of the ‘multi-speed economy’, see: D. Gruen, 

"The Macroeconomic and Structural Implications of a Once-in-a-Lifetime Boom in the Terms of Trade 

David Gruen Australian Treasury," (2011).  Parkinson continues to call for productivity and tax reform 

(amongst other policy issues), see: Ben Dolman and David Gruen, "Productivity and Structural Change," 

in 41st Australian Conference of Economists (Melbourne 2012); Parkinson, "Challenges and 

Opportunities for the Australian Economy,".  Other calls for reforms in productivity, see: Ross Garnaut, 

"Garnaut Warns Australians of Painful Adjustment to Asia," (The World Today: ABC, 2013); David 

Gruen, "The Importance of Productivity," in Productivity Commission-Australian Bureau of Statistics 

Productivity Perspectives Conference (2012). 
17 Ross Garnaut, "Cracking Our Complacency," in Sustaining Prosperity, ed. Peter Dawkins and Michael 

Stutchbury (Carlton, Vic.: Melbourne University Press, 2005).  Also see: Ken Henry, "Managing 

Prosperity " in Economic and Social Outlook Conference (Melbourne2006), where he also reminds 

Australians they might not manage prosperity well. 
18 Ross Garnaut, "The Contemporary China Resources Boom," Australian Journal of Agricultural and 

Resource Economics 56, no. 2 (2012): 229.  Garnaut’s arguments speak of governments, business and the 

community preferring private interests over public interests, see: "Ending the Great Australian 

Complacency of the Early Twenty First Century," in Victoria University 2013 Vice-Chancellor’s Lecture 

(Melbourne: The University of Melbourne, 2013). 
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There are other possible reasons why Australians might be complacent about reform.19  

Many Australians may still have ‘reform fatigue’.20  Substantial restructuring of the 

economy took place in the 1980s and 1990s, causing anxiety in the community as changes 

challenged the role of traditional institutions, and reoriented the workforce and the 

economy at both the macro- and micro-levels.  Nevertheless, the substantive period of 

structural reform undertaken by the Hawke-Keating governments and the Howard 

government is well over a decade old, and a new generation of people will have little or no 

memory of previous economic settings.  Those born since 1991 are yet to experience a 

recession.  Many other Australians believe governments have achieved all or most of the 

necessary reforms.21  This is mistaken.  All countries, including Australia, require constant 

and ongoing change in a continually globalising and technologically changing world 

economy.  This does not mean that the population as a whole will accept such arguments, 

but elected leaders need to create a narrative to encourage open discussion on the need for 

ongoing reform.  Australia’s two (and a half) party system makes bipartisan reform 

discussions difficult.  Politicians from all sides of the parliament have become accustomed 

to economic growth and the use of debt to deal with an ongoing fiscal crisis of the state, 

wherein demands for spending continue unabated, alongside pleas for lower taxation.22  

The fact that many Australians continue to manage seemingly unsustainable levels of 

private debt might lead to a greater acceptance of public debt.  Given the current level of 

interest on borrowing for governments, it is disappointing that many governments have not 

embarked on substantial productivity enhancing infrastructure programs.  Instead, it suits 

                                                                                                                                                 

19 These points owe much to the work of: Richard Eccleston, Neil Warren, and Timothy Woolley, 

"Beyond the Blame Game: Political Strategies for State Funding Reform," Australian Journal of Public 

Administration 72, no. 1 (2013); Garnaut, "Ending the Great Australian Complacency of the Early 

Twenty First Century,"; "Cracking Our Complacency," ; Parkinson, "Introductory Remarks to the 

Australia-Israel Chamber of Commerce - Speech by Dr Martin Parkinson,"; "Challenges and 

Opportunities for the Australian Economy,"; Henry, "Australia 2011: ‘Opportunities, Challenges and 

Policy Responses’,"; Paul Kelly, "How to Design and Deliver Reform that Makes a Real Difference: 

What Recent History has Taught us as a Nation," in Delivering Policy Reform: Anchoring Significant 

Reforms in Turbulent Times, ed. Evert A. Lindquist, Sam Vincent, and John Wanna (Canberra ACT: 

ANU E Press, 2011); Richard Eccleston and Ian Marsh, "The Henry Tax Review, Cartel Parties and the 

Reform Capacity of the Australian State," Australian Journal of Political Science 46, no. 3 (2011). 
20 Michael Pusey, The Experience of Middle Australia: The Dark Side of Economic Reform (Cambridge; 

New York: Cambridge University Press, 2003), 1. 
21 Garnaut, "Cracking Our Complacency," 38. 
22 Wolfgang Streeck, Buying time: The Delayed Crisis of Democratic Capitalism (London: Verso Books, 

2014). 
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the political process to focus on the short-term over the long-term; to amplify the results of 

the present; and to discount the future. 

It becomes enticing for governments to delay difficult decisions until absolutely necessary 

during periods of crisis, or even leave reform and its political risks to opponents for when 

they are in power.  Many governments prefer the pursuit of political success and popularity 

that compromises policy boldness.  A blurring of policy positions between the major parties 

magnifies popular perceptions of convergence and serves to enhance the community’s 

growing disconnection from mainstream politics.23  The decline in major party membership 

reflects this disillusionment.  Intergovernmental conflict or ‘buck-passing’ between federal 

and state governments also feeds a growing cynicism about the political process.  Special 

interest groups and their lobbyists play a major role in the policy process, often pleading 

their case for the status quo, or for their own narrow needs, arguing that change will risk 

jobs or profitability.24  There needs to be a dialogue between Australian governments at all 

levels and the electorate about the changing demands on the economy.  Put another way, 

‘leaders of civil society (including welfare groups and unions), business and policy makers 

must be engaged in sustained conversation on a comprehensive approach to reform.’25  The 

modern information age—with increasing social media use—means that volumes of 

information and misinformation on political activities bombard the general public.  The 

Facebook-Cambridge Analytica information harvesting scandal shows how voters can be 

potentially manipulated by unethical political campaigns.26 

In sum, a premise of this dissertation is the need for ongoing reform.  Earlier reforms that 

globalised the Australian economy make change a constant necessity.  Australia needs to 

respond and to embrace ‘adaptation rather than resistance’.27  Australia and Australians also 

                                                                                                                                                 

23 Eccleston and Marsh, "The Henry Tax Review, Cartel Parties and the Reform Capacity of the 

Australian State,". 
24 Paul Frijters and Gigi Foster, An Economic Theory of Greed, Love, Groups, and Networks 

(Cambridge: Cambridge University Press, 2013); Cameron Murray and Paul Frijters, Game Of Mates: 

How Favours Bleed the Nation, (Cameron Murray, 2017).  
25 PricewaterhouseCoopers, "Protecting Prosperity: Why We Need to Talk About Tax," 14. 
26 Casey Newton, "Mark Zuckerberg is Heading to Congress, and the Stakes Couldn’t be Higher," The 

Verge, 9 April 2018.  I discuss these aspects further in chapter 3, ‘Use of the media’. 
27 Tom Conley, The Vulnerable Country: Australia and the Global Economy (Sydney: UNSW Press, 

2009), 269. 
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change over time, technology makes certain practices and industries redundant and policy 

must reflect these changes.  Continuous economic competition from other countries that 

hold a competitive advantage over many long-standing Australian businesses has changed 

the economic, industry and employment landscape forever.  Textile, clothing and footwear 

companies who do not produce niche, high-yield products have all but disappeared.  

Automobile manufacturing has progressively collapsed since the 1970s and has recently 

vanished completely.  Many small farming cooperatives merged together and then became 

the subject of foreign takeovers, with the resultant loss of many small producers (e.g. the 

dairy industry).  At the same time the services sector has expanded and provided more 

employment opportunities.  The need to maintain or enhance prosperity requires a 

willingness to adapt, which means that societies and economies need to be responsive to 

change by developing capacity to undertake significant economic reforms that deal with 

structural change and past policy failures.  To understand reform we need to distinguish it 

from policy tinkering. 

Defining reform 

Politicians enjoy using the word reform, to cover all manner of policy adjustments, but the 

concept should be distinct from everyday policy changes.  Even many of those scholars 

who analyse the concept fail to offer definitional clarity.28  Perhaps this is because reform is 

quite rare.29  Reform is a substantial policy redirection30 that goes beyond ‘day-to-day 

policy management.’31  Echoing those words, ‘t Hart contends: 

                                                                                                                                                 

28 José Maria Fanelli and Gary McMahon, "Introduction to Understanding Reform," in Understanding 

Market Reforms: Volume 1: Philosophy, Politics and Stakeholders, ed. José Maria Fanelli and Gary 

McMahon (Houndmills; New York: Palgrave Macmillan, 2005), 1; Hans Pitlik, "When Do Economic 

Crises Trigger Economic Policy Liberalization?," in EPSA 2011 (Dublin: Mimeo. Vienna: Austrian 

Institute of Economic Research, 2011), 5. 
29 Allan Drazen, "The Political Economy of Delayed Reform," The Journal of Policy Reform 1, no. 1 

(1996): 25; "The Political Economy of Delayed Reform," in The Political Economy of Reform, ed. 

Federico Sturzenegger and Mariano Tommasi (Cambridge, Mass.: MIT Press, 1998), 39. 
30 John T. S. Keeler, "Opening the Window for Reform Mandates, Crises, and Extraordinary Policy-

Making," Comparative Political Studies 25, no. 4 (1993): 434. 
31 A. Alesina, S. Ardagna, and F. Trebbi, "Who Adjusts and When?  On the Political Economy of 

Reforms," IMF Staff Papers 53 (special issue) (2006): 2. 
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The term ‘reform’ ought to be reserved for methodical attempts to achieve far-reaching 

changes in key beliefs and behaviours within a community and the governance 

structures underpinning them.  Marginal adjustment of existing practices—however 

defensible—is not reform; it is public policy as usual.  To oversell it as reform sets you 

up as an emperor who has no clothes.32 

By nature, cases of reform also involve a necessity for change, based on intervention by the 

government.  This is not a tautology.  Changing systems for no apparent reason diverts 

scarce resources and attention away from other processes of government.33  Although 

reform implies change that is objectively ‘altering for the better’,34 developing a consensus 

of just what that means provides a difficult challenge for researchers.35  Like most research, 

differences in emphasis reflect a scholar’s choice of a discreet area of reform interest and 

their own normative biases. 

For some decades, numerous scholars have characterised reform as policies that lead to less 

state intervention in the economy and as ‘market friendliness’.36  These attitudes and 

                                                                                                                                                 

32 Paul 't Hart, "Epilogue: Rules for Reformers," in Delivering Policy Reform: Anchoring Significant 

Reforms in Turbulent Times, ed. Evert A. Lindquist, Sam Vincent, and John Wanna (Canberra: ANU E 

Press, 2011), 596. 
33 I discuss tautology, reform and crisis in chapter 4, focusing on Rodrik’s arguments in favour of 

tautology and Pitlik’s rebuttal of the idea. 
34 John T. S. Keeler, "Reform," ed. Joel Krieger, 2nd ed., The Oxford Companion to the Politics of the 

World (Oxford: Oxford University Press, 2012), .  This raises normative and empirical considerations.  A 

normative questioner might ask, ‘when can a reform be seen to be “altering for the better”?’  An 

empiricist might consider, ‘how broad or dramatic the scope of “amendment” must be to qualify as 

reform?’  See: "Reform,". 
35 John C. Quiggin, "Social Democracy and Market Reform in Australia and New Zealand," Oxford 

Review of Economic Policy 14, no. 1 (1998): 79. 
36 Pitlik, "When Do Economic Crises Trigger Economic Policy Liberalization?," 5.  There are numerous 

examples of studies that have followed a ‘free market’ view of economic reform, see: Mariano Tommasi 

and Andrés Velasco, "Where are we in the Political Economy of Reform?," The Journal of Policy Reform 

1, no. 2 (1996): 191; Juliana Bambaci, Tamara Saront, and Mariano Tommasi, "The Political Economy of 

Economic Reforms in Argentina," The Journal of Policy Reform 5, no. 2 (2002): 36; A. Rius and N. Van 

de Walle, "Political Institutions and Economic Policy Reform," in Global Development Network: 

Understanding Reform (2003), 4; Leong H. Liew, László Bruszt, and Liping He, "Causes, National Costs 

and Timing of Reforms," in Understanding Market Reforms: Volume 1: Philosophy, Politics and 

Stakeholders, ed. José Maria Fanelli and Gary Mc Mahon (Houndmills, Basingstoke, Hampshire; New 

York: Palgrave Macmillan, 2005), 113;  Norman V. Loayza and Raimundo Soto, "On the Measurement 

of Market-oriented Reforms," in Understanding Market Reforms: Volume 1: Philosophy, Politics and 

Stakeholders, ed. José Maria Fanelli and Gary McMahon (Houndmills, Basingstoke, Hampshire; New 

York: Palgrave Macmillan, 2005), 78; José María Fanelli and Vladimir Popov, "On the Philosophical, 

Political, and Methodological Underpinnings of Reform," in Understanding Market Reforms: Volume 1: 

Philosophy, Politics and Stakeholders, ed. José Maria Fanelli and Gary McMahon (Houndmills; New 

York: Palgrave Macmillan, 2005), 30; P. E. T. Lewis et al., The Australian Economy: Your Guide, 5th ed. 



Page 9 

 

practices became ‘the sine qua non of the overall reform process’,37 and are the essential 

property of what scholars have called the Washington Consensus (the Consensus).38  The 

Consensus emerged out of a conference background paper written by economist John 

Williamson in 1989.  The Latin American debt crisis led to growing concern in Washington 

about economic reform in Latin-American economies and the conference sought to identify 

common themes for improved economic policies.  Each of the ten points of the Consensus, 

summarised in table 1.1, reflects an increased role for the market. 

Table 1.1 – A summary of Williamson’s ten principles of his Washington Consensus39 

 

Williamson insists that he was not trying to prescribe an absolute list of elements necessary 

for economic reform and that it was impossible to reduce views in Washington to a 

                                                                                                                                                 

(Frenchs Forest: Pearson Australia, 2010), 231; Nauro F. Campos, Cheng Hsiao, and Jeffrey B. Nugent, 

"Crises, What Crises? New Evidence on the Relative Roles of Political and Economic Crises in Begetting 

Reforms," The Journal of Development Studies 46, no. 10 (2010): 1670;  
37 Jeffrey D. Sachs et al., "Economic Reform and the Process of Global Integration," Brookings Papers 

on Economic Activity 1995, no. 1 (1995): 2. 
38 Tomassi and Velasco reproduce a table of ten issues that Williamson argues are a summary of the 

Consensus are also published in: John Williamson, "In Search of a Manual for Technopols," in The 

Political Economy of Policy Reform, ed. John Williamson (Washington, DC: Institute for International 

Economics, 1994), 26-28.  Williamson first created the phrase, ‘Washington Consensus’, and suggested 

the ten areas of interest.  See: "What Washington Means by Policy Reform," in Latin American 

Adjustment: How Much Has Happened?, ed. John Williamson (Washington DC: Washington: Institute 

for International Economics, 1990).  Tomassi and Velasco are not exclusive in their support for the points 

of the Washington Consensus as a descriptor of modern economic reform, see for example: Bambaci, 

Saront, and Tommasi, "The Political Economy of Economic Reforms in Argentina," 76.  These scholars 

extend their views, arguing the Consensus reflects both an agenda and benchmark for reform. 
39 Tommasi and Velasco, "Where are we in the Political Economy of Reform?," 192. 

1. Fiscal discipline 

2. Reorientation of public expenditure toward building human capital and infrastructure 

3. Tax reform: Broaden base and cut marginal rates 

4. Financial liberalisation: End interest rate controls, etc. 

5. Exchange rates: Unified and competitive 

6. Trade liberalisation: Reduce tariffs and eliminate NTBs 

7. Foreign direct investment: Welcome 

8. Privatisation: Do 

9. Deregulation: Stop only for environmental, safety or prudential (banking) reasons 

10. Property rights: Secure 
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consensus about anything, including economic reform.40  Instead, he tried to set up a 

common set of issues for framing papers at the conference.  Upon reflection, Williamson 

concedes he failed to realise he ‘might be coining either an oxymoron or a battle cry for 

ideological disputes for the next couple of decades.’41  Notwithstanding these reservations, 

the factors raised in the Consensus have led to the development of an entire body of 

literature and to a codification of the principles.42  Williamson and Haggard summarise the 

policies of the Consensus ‘under the headings of stabilization, liberalization, and opening 

up.’43  Consensus principles have reflected the ‘mainstream’, ‘orthodox’ or ‘neoclassical’ 

economic position’; that excessive government intervention is an obstacle to faster 

economic growth.44  It is, however, ‘neither an economic theory nor a particular list of 

reforms’,45 even though many have treated it as such.  The Consensus is a statement of 

what has been and remains orthodoxy for many economists and political scientists,46 and it 

remains a resilient policy paradigm, yet to be replaced in reform theory.47 

                                                                                                                                                 

40 Williamson, "In Search of a Manual for Technopols," 18. 
41 "The Strange History of the Washington Consensus," Journal of Post Keynesian Economics 27, no. 2 

(2004): 196. 
42 Dani Rodrik, "Goodbye Washington Consensus, Hello Washington Confusion? A Review of the 

World Bank's Economic Growth in the 1990s: Learning from a Decade of Reform," Journal of Economic 

Literature 44, no. 4 (2006): 973.  Naím describes Williamson as ‘an innocent victim’ in the development 

of a ‘global brand’ that occurred subsequent to his work.  See: Moises Naim, "Washington Consensus or 

Washington Confusion?," Foreign Policy  (2000): 87-88. 
43 John Williamson and Stephan Haggard, "The Political Conditions for Economic Reform," in The 

Political Conditions for Economic Reform, ed. John Williamson (Washington, DC: Institute for 

International Economics, 1994), 529. 
44 Derek Headey, "Appraising a Post-Washington Paradigm: What Professor Rodrik Means by Policy 

Reform," Review of International Political Economy 16, no. 4 (2009): 700. 
45 Sarah Babb, "The Washington Consensus as Transnational Policy Paradigm: Its Origins, Trajectory 

and Likely Successor," Review of International Political Economy 20, no. 2 (2012): 22. 
46 Williamson mounts a similar argument for his original Consensus, a description not a prescription.  

See: Williamson, "In Search of a Manual for Technopols," 18. 
47 Babb, "The Washington Consensus as Transnational Policy Paradigm: Its Origins, Trajectory and 

Likely Successor,". 
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The Consensus has certainly earnt the ire of critics, who condemn it for the limiting nature 

of its variables.48  Stiglitz complains that ‘advocates of this religion’ use principles 

associated with the Consensus in a restrictive way.49  He argues: 

The term has evolved to take on “politically correct” overtones: reforms are now those 

changes that “we” approve of, while changes that we do not condone can be labeled 

with terms of censure such as “backsliding” and “antireform”.50 

Other critics of the Consensus argue it is an American-centric prescription for others, one 

not adhered to by its proponents, and which has damaged social cohesion in many 

developing countries.51  The Consensus also developed a reputation as a tool for ideological 

pro-market interests, supported by the policy changes of US President Ronald Reagan and 

UK Prime Minister Margaret Thatcher.52 

Whether observers support or criticise principles listed in the Consensus, it has ‘highlighted 

a variety of factors’, which are ‘primary causes of bad macroeconomic performance and 

volatility.’53  Whether Williamson was simply describing an empirical list of reform 

variables or whether he was prescribing ‘correct’ economic reform is a moot point, given 

many policy-makers’ adherence to its principles.  The Consensus became an effective 

                                                                                                                                                 

48 There is a growing body of literature questioning the ideas represented in the so-called Washington 

consensus and economic liberal policies, for example: Charles Gore, "The Rise and Fall of the 

Washington Consensus as a Paradigm for Developing Countries," World development 28, no. 5 (2000); 

Headey, "Appraising a Post-Washington Paradigm: What Professor Rodrik Means by Policy Reform,"; 

Eric Sheppard and Helga Leitner, "Quo Vadis Neoliberalism? The Remaking of Global Capitalist 

Governance after the Washington Consensus," Geoforum 41, no. 2 (2010); William Davies, The Limits of 

Neoliberalism: Authority, Sovereignty and the Logic of Competition (Los Angeles: SAGE Publications, 

2016). 
49 Joseph E. Stiglitz, "Reflections on the Theory and Practice of Reform," in Economic Policy Reform: 

The Second Stage, ed. Anne O. Krueger (Chicago: The University of Chicago Press, 2000), 553. 
50 "Reflections on the Theory and Practice of Reform," 551.  For more comments, see: Joseph E Stiglitz, 

"More Instruments and Broader Goals: Moving Toward the Post-Washington Consensus," Revista de 

Economia Política 19, no. 1 (1999).  His attacks are described as ‘blistering’.  He contends the policy 

prescriptions are inappropriate for transitioning economies, as ‘unnamed’ Western advisors who do not 

understand capitalism or reform foist their solutions on others.  See: Marek Dabrowski, Stanislaw 

Gomulka, and Jacek Rostowski, "Whence Reform? A Critique of the Stiglitz Perspective," The Journal 

of Policy Reform 4, no. 4 (2001): 291-92. 
51 David Held, "At the Global Crossroads: The End of the Washington Consensus and the Rise of Global 

Social Democracy?," Globalizations 2, no. 1 (2005): 99. 
52 "At the Global Crossroads: The End of the Washington Consensus and the Rise of Global Social 

Democracy?," 98. 
53 Daron Acemoglu et al., "Institutional Causes, Macroeconomic Symptoms: Volatility, Crises and 

Growth," Journal of Monetary Economics 50, no. 1 (2003): 50. 
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summary term for the unmistakable shift in policy towards economic liberalisation and 

globalisation. 

Times are changing, however, and as always policies supporting reform need to be context-

dependent.  Economic liberal prescriptions and policies are now under threat, as suspicion 

of market-friendly policies gains worldwide momentum in the wake of the Global Financial 

Crisis.  This is a tendency rather than a paradigmatic change and the lack of alternatives to 

economic liberalism has surprised many scholars, particularly on the left.54 

We do not, however, have to accept the equation of economic liberalism with reform.  

Instead, reform comprises action that is: necessary, responsive, pragmatic, appropriate, and 

ongoing.  It balances the continuing need for change that is beyond the ‘every day’, while 

encompassing the need for economic efficiencies, balanced against social and 

environmental factors.  Hill provides a relatively concise definition of reform, which 

encompasses these multiple considerations.  For these reasons I adopt Hill’s definition in 

this dissertation.  Hill defines reform:  

As a durable and significant policy change that improves aggregate socioeconomic welfare, 

consistent also with an objective function that recognizes distributional and environmental 

considerations.  The underlying rationale is concern for general welfare, the public interest, 

rather than particular vested interests.  Economists have typically defined reform as 

measures that increase productivity and growth rates, but these goals could obviously be 

redefined to encompass a broader set of non-economic objectives.55 

This definition anticipates ‘durable and significant policy change’, which is a hallmark of 

reform over policy ‘business-as-usual’.  It also encompasses the fact that economic 

considerations underlie such reform, but that they need to be balanced with fairness and 

environmental sustainability.  Obviously reforms of the past that date back decades had less 

concern for environmental issues, but it would seem incongruous for any competent 

modern government to ignore the wider environmental consequences of their policy 

                                                                                                                                                 

54 See: Colin Crouch, The Strange Non-Death of Neo-Liberalism (London: Polity, 2011). 
55 Hal Hill, "The Political Economy of Policy Reform: Insights from Southeast Asia," Asian 

Development Review 30, no. 1 (2013): 109. 
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decisions.  The difficulty, then, in any period, is developing reasonable measures by which 

to measure policy success. 

What is policy success? 

The discussion already shows how definitions of reform change over time.  In fact, what 

might constitute economic reform ‘success’ might also change, even if scholars fail to 

recognise it.  Take, for example, liberal policy narratives that have dominated economic 

reform over the last few decades.  We have seen how many governments, economists and 

reformers thought reform was achieved by simply ensuring that policy initiatives accorded 

with principles from the Consensus.  In other words, they conflated policy success with 

Consensus ideals, without proper consideration of the consequences of reform on many 

segments of society.  The backlash in some quarters in the aftermath of the Global 

Financial Crisis is evidence of how policy success is more than simply implementing 

change.  Mixed together with policy narratives about globalisation and the need for market-

friendly policies, the tendency is to declare victory at the start of implementation and then 

downplay subsequent failures as unavoidable, unfortunate or non-existent.  ‘Success’, then, 

can be an obscure concept. 

McConnell contends that, ‘despite an abundance of claims to success, there is surprisingly 

little written on the topic’ of policy success.56  Claims about ‘success’ stem from the media, 

government and politicians, political parties, interest groups and numerous others sources.  

Scholars tend to favour the explanatory rather than the normative when thinking about 

success, even though much of what they write implicitly calls on a normative dimension 

about whether a policy is successful or not.57  Academics have spent little effort 

investigating and suggesting what policy success might mean.58  Instead, general and 

academic interest is focused on policy failure—for instance, the politics of crises and 

                                                                                                                                                 

56 Allan McConnell, Understanding Policy Success: Rethinking Public Policy (Basingstoke: Palgrave 

Macmillan, 2010), 3. 
57 Understanding Policy Success: Rethinking Public Policy, 2. 
58 Donna H. Kerr, "The Logic of ‘Policy’and Successful Policies," Policy Sciences 7, no. 3 (1976); Helen 

M. Ingram and Dean E. Mann, eds., Why Policies Succeed or Fail (Beverly Hills, CA: Sage Publications, 

1980); Mark Bovens, Paul t'Hart, and B. Guy Peters, Success and Failure in Public Governance: A 

Comparative Analysis (Cheltenham, MA: Edward Elgar, 2001); S. Prasser, "Aligning "Good Policy" with 

"Good Politics"," in Beyond the Policy Cycle, ed. H. K. Colebatch (Sydney: Allen & Unwin, 2006). 
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disasters,59 human error,60 leadership and group pathologies,61 and policy fiascos and 

scandals.62  What exactly this demonstrates about human behaviour is unclear, but the 

problem is stark.  It becomes too easy to argue that policy success as a concept is too 

difficult to determine, as there is unlikely to ever be universal agreement about parameters 

of success.  That being so, it is remiss of scholars evaluating public policy not to attempt to 

be clear about underling normative values, when describing, comparing and contrasting 

policy ‘success’.  McConnell is one of the few scholars who has carefully considered policy 

success and written extensively about how researchers may define and assess it. 

According to McConnell, attempts to define policy success reveals a perhaps obvious 

difficulty, that ‘success is in the eye of the beholder, depending on factors such as a 

protagonist’s values, beliefs and extent to which they are affected by the policy.’63  

Analysts who evaluate policy initiatives use multiple criteria for assessing success, which 

in turn leads to varying conclusions about the same programs.64  The literature that 

examines policy evaluation and improvement (although often having different views about 

success) focuses on measuring success by meeting targets and achieving outcomes, but at 

the same time assumes political goals, without properly assessing them.65 

                                                                                                                                                 

59 Arjen Boin et al., The Politics of Crisis Management: Public Leadership Under Pressure (Cambridge: 

Cambridge University Press, 2016); Lynn T. Drennan, Allan McConnell, and Alastair Stark, Risk and 

Crisis Management in the Public Sector (London: Routledge, 2014). 
60 James Reason, Human Error (New York: Cambridge University Press, 1990); Sidney Dekker, The 

Field Guide to Understanding'Human Error' (Farnham Surrey, England: Ashgate, 2014). 
61 Irving L. Janis, "Groupthink," Psychology Today November (1971); Paul 't Hart, Groupthink in 

Government: A Study of Small Groups and Policy Failure (Boston: John Hopkins University Press, 

1994); Paul 't Hart, Eric Stern, and Bengt Sundelius, Beyond Groupthink: Political Group Dynamics and 

Foreign Policy-Making (Ann Arbor: University of Michigan Press, 1997); Jerrold M. Post, Leaders and 

their Followers in a Dangerous World: The Psychology of Political Behavior (Ithaca, NY: Cornell 

University Press, 2004). 
62 Brian W. Hogwood and B. Guy Peters, The Pathology of Public Policy (Oxford: Clarendon Press, 

1985); Patrick Dunleavy, "Policy Disasters: Explaining the UK's Record," Public Policy and 

Administration 10, no. 2 (1995); M. A. P. Bovens and Paul 't Hart, Understanding Policy Fiascoes (New 

Brunswick, N.J.: Transaction Publishers, 1996); Rodney Tiffen, Scandals: Media, Politics and 

Corruption in Contemporary Australia (Sydney: University of New South Wales Press, 1999). 
63 Allan McConnell, "Policy Success, Policy Failure and Grey Areas In-Between," Journal of Public 

Policy 30, no. 3 (2010): 351. 
64 "Policy Success, Policy Failure and Grey Areas In-Between," 359. 
65 "Policy Success, Policy Failure and Grey Areas In-Between," 347. 
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According to McConnell, ‘a policy is successful if it achieves the goals that proponents set 

out to achieve and attracts no criticism of any significance and/or support is virtually 

universal.’66  What this definition does not recognise is the temporal dimension of reform.  

It is perhaps easier for a researcher to determine the success of a program in hindsight, with 

an expiration of years between implementation and research from which to make 

assessments.  McConnell argues his definition has three advantages.  First, it recognises 

governments can achieve success in all three realms of policy—that is in the process, the 

program and the politics.  Second, it acknowledges that not everyone will recognise a 

government’s achievements as a success.  Third, the definition importantly encompasses 

both the objective and subjective views of success in policy.67  Given policy analysts often 

do not properly consider what policy success means, they lack a framework that allows 

them to capture the diversity of outcomes, from success to failure, in each of the three 

realms identified above.68 

McConnell argues he has achieved a balance between foundationalist/scientific traditions 

and constructivist/discursive approaches, wherein the observer can emphasise the 

importance of interpretation and meaning, developing a policy evaluation framework, 

based on policy as process, program and politics.69  Within each of the three categories 

there are five descriptors to describe varying degrees of success:70 

• success (the ‘holy grail’ – provides political, and policy success following 

McConnell’s definition); 

• resilient success (some opposition and shortcomings, but the lasting nature of the 

proposal ensures success in the long-term); 

                                                                                                                                                 

66 "Policy Success, Policy Failure and Grey Areas In-Between," 351.  This definition is also mentioned 

in: Understanding Policy Success: Rethinking Public Policy, 39.  McConnell suggests a definition of 

‘success’ in relation to public policy managed crisis management and a framework for assessing the 

success or otherwise of such policy initiatives, see: "Success? Failure? Something In-Between? A 

Framework for Evaluating Crisis Management," Policy and Society 30, no. 2 (2011).  The framework 

proposed in the preceding article is a development of the similar policy success framework outlined in: 

"Policy Success, Policy Failure and Grey Areas In-Between,". 
67 "Policy Success, Policy Failure and Grey Areas In-Between," 351. 
68 "Policy Success, Policy Failure and Grey Areas In-Between," 359. 
69 "Policy Success, Policy Failure and Grey Areas In-Between," 350-51. 
70 "Policy Success, Policy Failure and Grey Areas In-Between," 352-57. 
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• conflicted success (a struggle – some aims achieved but backtracking and 

modification is necessary and unintended consequences may have resulted); 

• precarious success (operates on the edge of failure – exhibits small achievements); 

• failure (this is a mirror image of McConnell’s definition of success). 

A policy is a failure, ‘if it does not achieve the goals that proponents set out to achieve, and 

opposition is great and/or support is virtually non-existent.’71  This framework and its 

underlying principles recognise that there are differences in the terms of what is success 

and failure when viewed as part of processes, programs and policies.  The framework also 

supports cross-sectoral and cross-policy comparison.72  Given the paucity of comparative 

frameworks within the literature and given this dissertation analyses and compares 

disparate reforms, I utilise McConnell’s framework to allow cross-policy comparison and 

determine the degree of ‘success’ of each initiative. 

The factors that drive reform 

Even though economic liberalism has dominated the narrative of economic reform in 

Australia, and indeed most of the developed world since the 1980s, there has been little 

consensus about the political processes required to underpin liberal reform.  Back in 1994, 

Bergsten and Williamson argued there was less understanding and little consensus about 

the sorts of political processes conducive to putting reforms into practice.73  Nearly 20 

years later, Hill made exactly the same observation.74  Pitlik, Heinemann and Schweickert 

argue that scholars have preoccupied themselves with the ‘technical aspects of reform 

implementation.’75  Despite the passing of over two decades since Bergsten and 

Williamson’s seminal work scholars have made only limited progress about the reform 

literature. 

                                                                                                                                                 

71 "Policy Success, Policy Failure and Grey Areas In-Between," 356-57. 
72 "Policy Success, Policy Failure and Grey Areas In-Between," 359. 
73 C. Fred Bergsten and John Williamson, "Introduction," in The Political Economy of Policy Reform, ed. 

John Williamson (Washington DC: Institute for International Economics, 1994), 3. 
74 Hill, "The Political Economy of Policy Reform: Insights from Southeast Asia," 108. 
75 Hans Pitlik, Friedrich Heinemann, and Rainer Schweickert, "Overcoming Reform Resistance and 

Political Implementation of Large-Scale Welfare State Reforms," (WWW for Europe, 2014), 2. 
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It is infeasible to identify a conclusive inventory of factors that act to promote and 

consolidate policies of reform in all circumstances. As Rodrik argues, a ‘manual for 

reformist politicians’ does not exist.76  Nevertheless, Bergsten and Williamson argue 

academics must continue to research economic reform, as analyses potentially provide 

resources for would-be reformers.  Reformers can benefit from a consideration of the 

factors that have promoted success or failure, even if all contributing factors are not equally 

decisive.77  Examining what has previously motivated Australian governments to pursue 

economic reform adds to the currently small body of knowledge about reform throughout 

the developed world and, more specifically economic reform in Australia.  The past 

provides insight into what conditions have influenced reform and what might need to be 

present to stimulate future change.  A historical study of economic reform in Australia 

shows that governments have been able to introduce major economic reforms, many of 

which have lasted well beyond their terms of office. 

This dissertation analyses and compares past instances of economic policy reform in 

Australia by asking the following question: 

Comparing federal Labor governments in Australia since 1972, what 

factors have prompted the pursuit, success or failure of economic 

reform in Australia? 

This research addresses the question by analysing the factors that contributed to successful 

(Whitlam and Hawke governments) or failed (Gillard government) reform.  The study 

examines the political economy of reform in Australia using an analytical, comparative 

historical approach, and develops a framework for analysing economic reform through an 

extensive review of the reform literature.  The dissertation draws theoretical insights from 

                                                                                                                                                 

76 Rodrik, "Understanding Economic Policy Reform," 31.  Also see: Bergsten and Williamson, 

"Introduction," 4; Fanelli and McMahon, "Introduction to Understanding Reform," 23; José Maria Fanelli 

and Gary Mc Mahon, "Introduction to the Regional Syntheses and Country Case Studies," in 

Understanding Market Reforms. Volume 2: Motivation, Implementation and Sustainability, ed. José 

Maria Fanelli and Gary Mc Mahon (Basingstoke, England: Palgrave Macmillan, 2006), 53; William 

Tompson, "Reform Beyond the Crisis," in Making Reform Happen: Lessons from OECD Countries, ed. 

OECD (Paris: OECD Publishing, 2010), 16. 
77 Bergsten and Williamson, "Introduction," 4. 
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the literature, using a number of variables that may influence the pursuit of successful 

economic reform. 

In 1993, Williamson organised a conference in Washington DC on behalf of the Institute 

for International Economics (IIE), to investigate the drivers of economic reform.  

Participants at the conference examined the political economy of policy reform across a 

diverse range of countries.  Organisers asked conference presenters to specifically focus on 

the politics of economic reform.78  Williamson earlier distributed a background paper for 

the conference, introducing issues to guide discussions, listing a range of factors that might 

be relevant in prompting and supporting successful economic reform.79  Williamson 

synthesised the factors into four categories (or what he termed ‘clusters’), described as the 

economic conditions, political conditions, position of the economic team, and the reform 

program.80  These factors and the categories under which he placed them, I use as the 

conceptual framework in this dissertation, as depicted in figure 1.1, and explained further in 

chapter 2.  The role of ideas becomes an additional fifth ‘cluster of reform’ in this 

dissertation, as the ‘ideational’ approach is important factor in analysing public policy.81 

                                                                                                                                                 

78 Williamson, "In Search of a Manual for Technopols," 25. 
79 "In Search of a Manual for Technopols," 19-26. 
80 Williamson and Haggard, "The Political Conditions for Economic Reform," 562-88. 
81 Jon Pierre, "Disciplinary Perspectives," in Handbook of Public Policy, ed. B. Guy Peters and Jon 

Pierre (London: SAGE Publications, 2006), 485. 
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Figure 1.1 — Conceptual framework for this dissertation82* 

 

*Variables of an authoritarian regime, and a right-wing 

governments (political conditions) not used in this dissertation. 

The role of ideas was not listed as one of the clusters of reform, perhaps because the 

literature arguing for its importance was only in its infancy at that stage.83  The economist 

Anne Krueger pointed out at the time that conference organisers overlooked the role of 

                                                                                                                                                 

82 The terms valence (the emotional attachment of a policy in the community) and technopol (an 

economist turned politician) will be explained in detail in chapter 4. 
83 The literature emerged from: Peter A. Hall, "Policy Paradigms, Social Learning, and the State: The 

Case of Economic Policymaking in Britain," Comparative Politics 25, no. 3 (1993).  Over the last two 

decades it has developed into a school of literature in its own right. 
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ideas, even though it was ‘a critical conditioning circumstance’.84  Béland and Cox later 

argued, ‘the study of ideas offers a comprehensive and cohesive focus for political 

analysis’.85  Ideas lie at the heart of political change and shape the policy choices of 

political leaders.  People group ideas into frameworks of ideas, standards, goals, and 

methods of policy development and achievement that scholars call paradigms.  Policy 

paradigms possess four fundamental dimensions: a concept of the appropriate role of the 

State; a conception of the policy problem; ideas about which policy ends and objectives 

policymakers should pursue; and ideas about appropriate policy ‘means’ to achieve those 

ends.86  Substantial policy change across these four factors amounts to a paradigm shift.  

Understanding paradigmatic change is important because it shows what ideas have become 

significant in the public policy process and how they have translated into policy change.  

General acceptance of new ideas in the form of a paradigm change also enhances the 

prospects of reform durability, an important issue for politicians, institutions and the wider 

community.  Major reform normally equates with a change in policy paradigms. 

Table 1.2 reveals the mixed results surrounding the elements of reform from the work of 

the participants at the IIE conference.  Williamson and Haggard found that reform was 

more likely to progress with the existence of a strong political base, visionary leadership 

and a coherent economic team.  Also important was ‘the possibility of being able to exploit 

crises or honeymoons’ and the ‘importance of a comprehensive program.’87  Of less 

importance were the factors suggesting the need for an authoritarian regime, or that reform 

is only a right wing enterprise.88  They pointed out from their assessment that using voodoo 

                                                                                                                                                 

84 "Discussion," 44. 
85 Daniel Béland and Robert Henry Cox, "Introduction: Ideas and Politics," in Ideas and Politics in 

Social Science Research, ed. Daniel Béland and Robert Henry Cox (Oxford: Oxford University Press, 

2011), 20. 
86 Pierre-Marc Daigneault, "Reassessing the Concept of Policy Paradigm: Aligning Ontology and 

Methodology in Policy Studies," Journal of European Public Policy 21, no. 3 (2014): 461-62.  These 

four points of assessment were considered by Hall in his original paper, see: Hall, "Policy Paradigms, 

Social Learning, and the State: The Case of Economic Policymaking in Britain," 279. 
87 Williamson and Haggard, "The Political Conditions for Economic Reform," 589. 
88 "The Political Conditions for Economic Reform," 589.  On the contrary,  the authors argued, ‘center-

left governments may have some advantages (notably the ability to make changes that labor perceives as 

disadvantageous without unleashing disruptive social tensions).’ 
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politics (hiding an agenda before an election), or having a mandate (strong political base) 

are not necessary for successful reform.89 

Table 1.2 – Williamson’s assessment of variables90 

 

* Not suggested in Williamson’s original briefing paper, but later added as a result of 

discussion held at the conference – no specific evidence in support. 

§ Included in table for completeness, see footnote below. 

 Satisfied;  Not satisfied; () not satisfied, with qualifications;  at first yes, 

subsequently no. 

This dissertation requires deep and sustained historical inquiry across the actions, 

circumstances and background of governments in the relevant periods.  Case studies 

consider the Whitlam government’s 25 per cent across-the-board tariff cut; the Hawke 

                                                                                                                                                 

89 "The Political Conditions for Economic Reform," 589. 
90 This table is largely a synthesis of two tables prepared by the scholars as a result of evidence from the 

conference, see Williamson, "Panel Discussion,", p. 479; Williamson and Haggard, "The Political 

Conditions for Economic Reform,", p. 563.  Even though a social consensus and the presence of a 

technopol were reviewed at the conference and by Williamson and Haggard in their later, extensive 

review chapter in the proceedings, they were omitted from the table.  The conclusions about these two 

variables are discussed at, "The Political Conditions for Economic Reform,", pp.575, 578.  Those 

discussions have been interpreted and included in the interests of completeness. 

Variable General assessment Counter-examples Australia 

Crisis Many cases Columbia, Portugal  

External help Most cases Australia, New Zealand  

Authoritarian Regime Invalid 
Australia, Columbia, New Zealand, 

Poland, Portugal, Spain 
 

Rightist government Invalid Australia, New Zealand, Spain  

Honeymoon Many cases Columbia, Mexico () 

Solid political base  Strong support Collapsed quickly in Poland  

Demoralised opposition  Usual in democracies Columbia, Australia ? 

Social consensus§  Many cases Colombia, Indonesia  

Visionary leader  Strong support New Zealand  

Coherent economic team  Strong support Present also in Brazil and Peru  

Presence of a technopol§ Invalid Poland, Portugal, Spain  

Comprehensive program Most cases 
Columbia, Indonesia, Korea, 

Australia (qualified) 
 

Voodoo politics Most cases Portugal, New Zealand (qualified)  

Use of media* Little support Colombia  

Compensation of losers* Little support New Zealand  

Acceleration of gains* Little support None reported  
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government’s float of the Australian dollar; and the Gillard government’s Clean Energy 

Future Package (the CEFP (including the ‘carbon tax’)).  Utilising these case studies 

allows a cross-study comparison, examining key economic reforms that were a break with 

traditional Australian approaches, were made by the same party, and which were not part of 

election platforms. 

Case study one (chapter 5) examines the Whitlam Government’s tariff cut in 1973.  

Australia had lived behind a ‘tariff wall’ for most of the century, a policy position 

supported by all major political parties, which promoted inefficiencies and stifled 

innovation through limitations on competition.91  As a variety of challenging economic 

conditions began to develop in Australia, the unusual decision to cut tariffs took place.  

According to Gruen, the cut showed it was ‘administratively and possibly even politically 

feasible to have an across-the-board tariff cut in Australia.’92  The reform was not part of a 

more considered program of economic reform and over time it played a role in 

undermining the stability of Whitlam government and its reforms in other arenas.  I found 

mixed results supporting the importance of the various analytical factors.  It was the 

political conditions, the role of ideas, and the influence of the economic team that were 

most significant, with some aspects of the economic conditions and reform program 

supporting change.  What is noteworthy is that economic conditions in the form of crisis 

did not play the catalyst in this reform that an observer might expect from examining the 

literature.93 

Case study two (chapter 6) explores the float of the Australian dollar by the Hawke 

government in December 1983.  Australia’s approach to its fixed exchange rate underwent 

various modifications over the years, but none had allowed sufficient economic flexibility 

for a country with such a high rate of resource and primary industry exports.  Australians 

elected the Hawke government in March 1983, on a rather benign platform of reform that 

emphasised societal consensus, rather than radical economic reform.  Over time it 

introduced a number of wide-sweeping reforms, commencing with the currency float.  

                                                                                                                                                 

91 Ross Garnaut, "Australia," in The Political Economy of Policy Reform, ed. John Williamson 

(Washington DC: Institute for International Economics, 1994), 63. 
92 F. H. Gruen, "The 25% Tariff Cut; Was It a Mistake?," The Australian Quarterly 47, no. 2 (1975): 19. 
93 I discuss crisis literature in chapter 4. 
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Many of these reforms displayed characteristics typical of those ideas later described by 

Williamson in the ‘Washington Consensus’.94  The crucial difference in the case of the 

Hawke government, however, is that it conducted reform with a social democratic compact 

in mind.  Despite the significance of the reform and its unheralded introduction, the 

government was re-elected and Labor remained in power until 1996.  The economic 

conditions of the period contributed to this reform, as the government created a perception 

of crisis in the community.  It did not manufacture the impression, as it held genuine 

concerns about the Australia economy if capital inflows were not stabilised.  Pervasive 

market-enhancing economic ideas from offshore acted as a form of external help to inspire 

reform.  Some political conditions assisted the Hawke government, as it exploited its long 

political honeymoon and Hawke’s visionary leadership, to overcome any opposition to the 

float.  The role of ideas was an important part of the process, as new ideas entered the 

policy stream, leading to a shift in traditional policy paradigms.  The Hawke government’s 

coherent economic team provided valuable assistance to assist the form and implementation 

of the float of the dollar.  To some extent the program made extensive use of the media to 

develop a reform narrative, which was necessary given the government did not announce 

the possibility of such a change before the election, in what is called voodoo politics in the 

framework. 

Case study three (chapter 7) analyses the minority Gillard government’s decision to 

implement the CEFP.  The policy had its origins in the first Rudd government, in the 

principles of the abandoned Carbon Pollution Reduction Scheme (CPRS).  The 

government’s so-called ‘carbon tax’ commenced on 1st July 2012 and was to convert to an 

emissions trading scheme in the 2015-16 financial year.  The CEFP was both an 

environmental policy program and a major economic reform.  The Intergovernmental Panel 

on Climate Change (IPCC) stresses that ‘climate policy intersects with other societal goals 

creating the possibility of co-benefits or adverse side-effects.’95  This means creating jobs, 

                                                                                                                                                 

94 I discuss the Washington Consensus in more detail in chapter 2.  The Hawke Government approached 

reform by introducing some modifications that were similar to those described in the Washington 

Consensus, but it also chose others which were not explicitly covered in the Consensus, see: Garnaut, 

"Australia," 53. 
95 O. Edenhofer et al., "IPCC, 2014: Summary for Policymakers, In: Climate Change 2014, Mitigation of 

Climate Change.  Contribution of Working Group III to the Fifth Assessment Report of the 
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protecting the environment and growing the economy can be complementary objectives.  

Indeed, this was an important component of the Rudd and Gillard government’s reform 

narrative.  Since the 1960s the vast majority of jobs resulting from environmental policy 

changes have been in more highly skilled roles.96  More importantly, policies directed at 

energy efficiencies and carbon reductions have produced a net growth in services sector 

jobs.97  The CEFP was as much an economic as an environmental policy reform for three 

other reasons. 

First, a damaged environment results in a debased economy.  The Managing Director of the 

IMF, Christine Legarde, argues the IMF worries about climate change because, ‘a degraded 

environment leads to a degraded economy’ resulting in implications for the macroeconomy 

and fiscal policy.98  Second, the CEFP promoted new industries aimed to adapt to 

environmental pressures and reduce reliance on a fossil fuel-based economy.  An effective 

carbon scheme would provide opportunities for the development of new industries 

designing, manufacturing and installing renewable technologies.  The Minister for Energy 

and Climate Change, Greg Combet, argued the CEFP would, ‘drive a restructuring of our 

economy’,99 using competitive innovation,100 and reduce risks to future prosperity.101  

Gillard often argued about the economic possibilities of the program.102  Third, the CEFP 

would have assisted in restructuring and growing the Australian economy by adjusting and 

increasing the tax base, as large polluters paid for their release of GHG emissions and the 

scheme encouraged new cleaner industries. 

                                                                                                                                                 

Intergovernmental Panel on Climate Change," (Cambridge; New York: The Intergovernmental Panel on 

Climate Change, 2014), 5. 
96 Roger H. Bezdek, Robert M. Wendling, and Paula DiPerna, "Environmental Protection, the Economy, 

and Jobs: National and Regional Analyses," Journal of Environmental Management 86, no. 1 (2008): 77. 
97 James P. Barrett and J. Andrew Hoerrner, "Clean Energy and Jobs: A Comprehensive Approach to 

Climate Change and Energy Policy," (Washington DC: Economic Policy Institute, 2002). 
98 Christine Lagarde, "Promoting Responsible Energy Pricing," (Center for Global Development, 2014). 
99 Greg Combet, "Carbon Tax is in the Best Labor Tradition of Reform," The Australian, 30 September 

2011.  Also see: "Science into Policy: Securing a Clean Energy Future for Australia," (Four Degrees or 

More?  Conference, University of Melbourne, 2011), 8. 
100 House of Representatives (Second Reading Speech - Clean Energy Amendment (International 

Emissions Trading and Other Measures) Bill 2012, 19 September 2012), 2. 
101 House of Representatives, 1. 
102 For example, see: Julia Gillard, "Introduction of the Clean Energy Bill 2011, Canberra," (Department 

of Prime Minister and Cabinet, 2011). 
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Nobel Laureate Joseph Stiglitz supports the use of a tax on carbon in Australia, 

acknowledging both the tax advantages and potential for economic innovation.  He asserts 

he has always argued ‘it’s better to tax bad things than good things’ and that Australia 

would have been ‘ahead of the game’ as firms adapted to change.103  Even the IMF argues 

that fiscal instruments like the CEFP provide a valuable source of income, allowing the 

reduction of other tax burdens.104  Dealing with climate change using a carbon price is an 

economic reform properly based in market processes.105  It is clear that Australian 

governments need to foster this change, as they have historically been responsible for 

prompting other liberal economic change.106  The CEFP would have eventually operated 

through a market-based mechanism and with its other inherent social and environmental 

considerations; it fulfils the definition of economic reform accepted for this dissertation.  

Other financial implications of the CEFP that demonstrate its significant effects on the 

Australian economy are further discussed in chapter 8. 

Despite its market-conforming properties, the CEFP was politically challenged by the 

supposed party of the free market in Australia—the Liberals—and the poor political 

management of the reform by the Gillard government.  Gillard’s unpopularity led to her 

replacement by Rudd in the lead-up to the 2013 election.  The subsequent electoral victory 

of the Abbott-led Coalition showed the difficulty of environmental/economic reform given 

that Tony Abbott had earlier replaced Malcolm Turnbull because of the very same issue.  

The Abbott government then repealed most of the provisions of the CEFP.  This case 

shows the role of ideas was substantial in influencing the substance of the reform programs 

and the nature of its implementation.  It would have constituted a paradigm shift, had the 

                                                                                                                                                 

103 Joseph Stiglitz, "The Economy Explained," (ABC Late Night Live 2014). 
104 International Monetary Fund, "Climate, Environment, and the IMF," (Washington, DC: IMF, 2014), 

1.  Also see: Ian W. H. Parry, Rick van de Ploeg, and Roberton Williams, "How to Design a Carbon 

Tax," in Fiscal Policy to Mitigate Climate Change: A Guide for Policymakers, ed. Ruud de Mooij, Ian 

W. H. Parry, and Michael Keen (Washington DC: International Monetary Fund, 2012), 32-34. 
105 In some countries (for example the United Kingdom), some traditionally conservative politicians 

agree that climate change intervention policies are economically advantageous.  Michael Howard (now 

Lord Howard of Lympne) is a former leader of the Conservative party, and served as environment 

secretary from 1992 to 1993.  He recently argued in favour of climate change policies on economic 

grounds.  See: Michael Howard, "Climate Change Action is Good for the Economy – And Britain is the 

Proof," The Guardian, 10 April 2017. 
106 John Mikler and Neil E. Harrison, "Climate Innovation: Australian Corporate Perspectives on the 

Role of Government," Australian Journal of Politics & History 59, no. 3 (2013): 414. 
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reform been durable beyond the term of the government.  The political conditions also 

played a significant part in the pursuit and collapse of the CEFP.  Other aspects of the 

variables were of much less importance, apart from the coherent economic team that at 

least produced a credible and coherent policy proposal.  Economic conditions were 

influential to the extent that external help from global policy initiatives assisted to conceive 

the local policy programs. 

The research from the three case studies reinforces the view that the landscape of the 

political economy of policy reform is complex.  The three clusters of the conceptual 

framework – the political conditions, the role of ideas and the economic team – all 

influenced the subject reforms to varying degrees.  Normatively, the case of the CEFP 

suggests that it may take a crisis (environmental or economic) for Australia to properly 

implement sound climate change policy that will truly move the country to a low carbon 

economy.  Crisis might take the form of an environmental catastrophe or catastrophes 

resulting from obvious and widely accepted climate change effects on Australia (e.g. rising 

sea levels, long-term serious droughts)  An economic crisis may result from Australia 

waiting to move to a low emissions economy when the world economy forces it to do so.  

The research in this dissertation, however, also challenges the ‘orthodoxy’ in the 

literature107—the general presumption that actual economic crisis is the sole or primary 

driver of economic reform, at least in the Australian context.  Instead these governments 

used favourable aspects of the political conditions to pursue reform, provided by the ‘better 

times’ of relative economic stability.  Hawke’s government did, however, develop a policy-

specific narrative that if it had not undertaken the reform, financial and economic chaos 

may have resulted.  All governments exploited opportunities in their respective political 

honeymoon.  Hawke and his government remained popular long after the 1983 election and 

that provided the political capital within his own party and the wider community to attempt 

a historic change in policy direction.  The governments all worked to build social 

consensus ex post to support durability to varying degrees of success, as the requirement for 

the reforms was reactive to contemporary circumstances, rather than an anticipated change 

                                                                                                                                                 

107 A. Drazen and W. Easterly, "Do Crises Induce Reform?  Simple Empirical Tests of Conventional 

Wisdom," Economics & Politics 13, no. 2 (2001): 129. 
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that occurred at the conclusion of a campaign for change.  Visionary leadership supported 

each reform, but to differing degrees along the path to reform.  These aspects were 

particularly notable in the two earlier reforms, but largely absent in the Gillard 

government’s CEFP, thus contributing to the failure of that policy program.  All three 

reforms reflected evolving ideas about policy prescriptions necessary to deal with the 

challenges that faced the governments. 

The Hawke government’s float of the dollar was a paradigm shift as defined by Peter Hall, 

as stronger market principles entered the Australian policy process.108  The float endured 

and acted as a starting point for the subsequent liberalisation of the Australian economy.  

The Gillard government’s CEFP was not quite a paradigm shift, because it lacked 

durability.  Each of the governments introduced the reforms discussed in this dissertation 

during windows of policy opportunity provided by prevailing circumstances of the period.  

The most successful of these reforms (floating the dollar) held valence within the 

community (emotional policy attractiveness or ‘stickiness’),109 which the Gillard reform 

lacked, and the Whitlam government’s reform held for a while, but weakened as economic 

conditions turned against the government.  These outcomes occurred despite the expert 

assistance provided to the governments by their economic teams.  Teams assist to develop 

economic policy and the strategy to implement it.  Ultimately, however, it falls to the 

politicians to win the wider battle of persuasion.  The economic team is a vital factor in 

policy success.  Coherent economic teams supported the executive and the governments, 

and that assisted the development and introduction of the reforms, and improved at least the 

prospects of policy durability.  This dissertation raises two important findings that require 

additional investigation, providing a focus for further research. 

Reforms are not introduced into a political void and politicians are understandably 

conscious of the pressures for re-election.  They also often wish to actually construct 

change and perhaps create a ‘political legacy’ through public policy reform.  Reform, 

however, will only survive in the political space created by a would-be reformer, if they 

                                                                                                                                                 

108 Hall, "Policy Paradigms, Social Learning, and the State: The Case of Economic Policymaking in 

Britain,". 
109 Robert Henry Cox and Daniel Béland, "Valence, Policy Ideas, and the Rise of Sustainability," 

Governance 26, no. 2 (2013): 310-12. 
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inspire favourable public sentiments,110 which promote positive valence.  This dissertation 

demonstrates how public sentiments and valence are determined by many of the variables 

examined in the case studies.  The CEFP, for example, shows how public support can 

rapidly diminish in the face of declining leadership popularity, and hostile media attention, 

affecting the popularity of the policy program itself.  It is an example of how providing 

compensation for losses, or accelerating gains to winners can ultimately be of little political 

consequence when negative sentiment reigns and aversive valence becomes the order of the 

day.  In such circumstances the electorate is comfortable with allowing the collapse of a 

policy program that it overwhelmingly initially supported, due to other political 

circumstances.  Whether any change in the construction of the policy narrative would have 

finally assisted the Gillard government is debatable, but this is an instance of how earlier 

framing of a policy in a manner that plays to the self-interest of the electorate is important 

(for example positive economic benefits).  It was also an example of inconsistency between 

the policy-specific narrative (e.g. an essential environmental reform with other benefits) 

and the overall government narrative (vague and difficult to determine). 

The case studies show that an electoral mandate is not a prerequisite of policy success or 

durability. 111  What is important is demonstrating a government narrative that encompasses 

the broader political objectives of the government.  While governments might have a 

greater moral justification for change if they announce putative reforms presented at an 

election, it does not seem to matter to the prospects of policy success.  The Whitlam 

government, for example, presented ‘the program’ for reform before its election in 1972, 

and yet there was no mention of the possibility of tariff reduction.  The government did 

present a general reform narrative and when it required a response to increasing inflation, 

the community generally accept the need for the tariff cut.  Similar circumstances 

surrounded the election of the Hawke government and its subsequent float of the currency.  

The difference was that Hawke’s election speech presented a broad-brushed picture for 

                                                                                                                                                 

110 John L. Campbell, "Institutional Analysis and the Role of Ideas in Political Economy," Theory and 

Society 27, no. 3 (1998): 385.  I examine the concepts of valence and public sentiments in detail on 

chapter 4. 
111 This is finding consistent with those of Williamson and Haggard, over two decades ago.  They argued 

that using voodoo politics (hiding an agenda before an election), or having a mandate (strong political 

base) are not necessary for successful reform, see: Williamson and Haggard, "The Political Conditions 

for Economic Reform," 589. 
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change and lacked Whitlam’s detail.  Hawke had posed general principles of reform in his 

election speech, which at least forewarned the community of likely reformist zeal, even if 

the float and subsequent liberal reforms were out of the ordinary.  The great difference for 

Gillard in 2010 was that there was no greater reform agenda described to the community.  

In fact, Gillard specifically excluded a carbon price in the 2010 election campaign.  As a 

result, public trust was a casualty of the political process and the government lacked any 

real capacity to rescue its chances of re-election in 2013.  Gillard did not seek a mandate 

for the CEFP, but neither did her government have a sustainable narrative justifying 

change.  Her government was not seen in the same reformist light as its Labor predecessors.  

The case studies that follow analyse the evidence and present the arguments supporting 

these conclusions. 

Chapter overview 

This dissertation comprises eight chapters.  Chapter 2 outlines theoretical and conceptual 

frameworks, providing boundaries for the research by explaining some definitional and 

theoretical assumptions.  Analysing reform requires an understanding of the policy process.  

The chapter examines the use of frameworks in public policy research and the limitations 

inherent in rigidly adhering to one frame over others.  The chapter develops a ‘pragmatic 

policy analysis’ approach, which utilises a number of economic reform variables to provide 

a consistent analytical structure for the case studies.  Chapter 3 provides a literature review 

exploring the political economy of reform, arranged around the reform variables and 

analytic frame identified in chapter 2 (and depicted in figure 1.1).  In this chapter I explore 

key concepts about the political economy of reform and identify where consensus and 

disputes exist in reform scholarship.  I also consider relevant gaps in the knowledge.  

Chapter 4 is divided into two parts.  The first discusses further relevant theoretical and 

conceptual considerations and frameworks.  It acknowledges a political economy approach 

that considers the interaction of politics and economics in the political process.  It further 

discusses the relevance and use of the conceptual framework depicted in figure 1.1.  The 

second part of the chapter expounds specific dissertation methodological issues.  In 

particular, the underlying research paradigm exhibited by the inductive research strategy, 

and a discussion of methods takes place, including the use of a qualitative methodology, 

and the use of case studies to arrange, explain and analyse data.  The underlying ontology 
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and epistemology are also identified and discussed.  Chapters 5 to 7 present the three case 

studies of reform, introduced by the Whitlam, Hawke and Gillard governments.  I structure 

these case studies by introducing historical background; followed by a systematic analysis 

arranged around the clusters and variables depicted in the conceptual framework in figure 

1.1; and concluding with a summary of findings.  Chapter 8 summarises and synthesises 

the findings from the case studies and evaluates them against the research question and the 

conceptual framework.  It identifies the important variables for the assessed reforms and 

why others were of less influential importance.  The chapter ends by considering the 

applicability of these findings to current and future challenges, provides ideas for further 

research, and suggests improvements to the conceptual framework for further research. 

 

 



Page 31 

 

Chapter 2 — Framing the frameworks – drawing the 

boundaries for research 

In an ideal world, politicians would choose economic policies that serve the collective 

good, defined by John Stuart Mill as ‘the greatest happiness of the greatest number’ and 

by economists as ‘maximising aggregate welfare’.  In the real world, as every economist 

(and political scientist) knows, it is politics that more often than not determines what 

economic policy options can be taken up and implemented.  In short, many ‘economic 

problems boil down to political problems’. 1 

In chapter 1, I introduced Williamson and Haggard’s conceptual framework, involving 

clusters of variables.  There are numerous ways, however, to analyse public policy.  At its 

heart, this dissertation is about evaluating the public policy of three Labor governments and 

evaluating their economic reform decisions.  It is about assessing the political economy of 

policy reform.  It uses public policy analysis as a framework, but maintains a catholic 

approach to disciplinary structures, utilising insights from across political science, 

sociology and economics.  In this chapter, I outline the public policy framework the 

dissertation uses to examine economic reform.  I begin by considering framework disputes 

in public policy studies to show how some scholars have become tribally myopic about 

their choice of framework, potentially reducing flexibility in their approach.  I also consider 

the development of the discipline to show why the forensic, pragmatic approach to policy 

analysis was chosen for this dissertation.  The Williamson and Haggard conceptual 

framework, whilst possessing its own flaws, provides an opportunity to utilise multiple 

perspectives when considering the case studies. 

Frameworks offer ways to construct an understanding of problems.  They afford order and 

rationality.  They construct boundaries around shared ideas held by particular groups2 and 

                                                                                                                                                 

1 Aurelia George Mulgan, Japan’s Failed Revolution: Koizumi and the Politics of Economic Reform 

(Canberra: ANU Press, 2013), 9. 
2 W. Parsons, Public Policy: An Introduction to the Theory and Practice of Policy Analysis (Aldershot, 

U.K.: Edward Elgar, 1995), 32. 
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‘can be applied to the understanding of phenomena’,3 including the study of public policy.  

Rein and Schön contend that, ‘framing is a way of selecting, organizing, interpreting, and 

making sense of a complex reality to provide guideposts for knowing, analyzing, 

persuading, and acting.’4  Parsons argues that ‘frames may be thought of as modes of 

organizing problems, giving them a form and a coherence.’5  According to Sabatier and 

Jenkins-Smith: 

It is logically impossible to understand any reasonably complicated situation—including 

almost any policy process—without some theoretical lens (‘theory’, ‘paradigm’, or 

‘conceptual framework’) distinguishing between the set of potentially important 

variables and causal relationships and those that can safely be ignored.6 

Dryzek argues that, ‘a frame of reference is akin to a language or even a culture shared by a 

tribe of experts.’7  

Initially, the study of public policy (which emerged in the 1940s) did not scrutinise policies 

themselves, instead it concentrated on the institutional structures and philosophies of 

governments.8  This focus on the underlying structures of governments and their effects on 

policy came at the expense of a proper examination of actual policy.  Public policy, after 

all, is about what governments do, or choose not to do.9  Over the decades, numerous 

frameworks have emerged to explain public policy.  Many conflict within their own frame 

and with others, and others converge, reflecting the complex world of assessing public 

                                                                                                                                                 

3 Vincent A. Anfara and Norma T. Mertz, Theoretical Frameworks in Qualitative Research (Thousand 

Oaks: Sage Publications, 2006), xxvii. 
4 M. Rein and D. Schön, "Reframing Policy Discourse," in The Argumentative Turn in Policy Analysis 

and Planning, ed. F. Fischer and J. Forester (Durham, NC: Duke University Press, 1993), 146. 
5 Parsons, Public Policy: An Introduction to the Theory and Practice of Policy Analysis, 32. 
6 Paul A. Sabatier and Hank C. Jenkins-Smith, "Introduction," in Policy Change and Learning, ed. Paul 

A. Sabatier and Hank C. Jenkins-Smith (Boulder, CO: Westview Press, 1993), xi. 
7 John S. Dryzek, "Policy Analysis and Planning: from Science to Argument," in The Argumentative 

Turn in Policy and Planning, ed. Frank Fischer and John Forester (London: UCL Press, 2002), 222. 
8 R. K. Sapru, Public Policy: Art and Craft of Policy Analysis (New Delhi: PHI Learning Pvt. Ltd., 

2010), 20-21. 
9 In this dissertation I adopt the concise definition of public policy proposed by Dye.  He argues public 

policy is ‘whatever governments choose to do or not to do,’ and ‘and that his definition ‘discourages 

elaborate academic discussions on the definition of public policy’.  See: Thomas R. Dye, Understanding 

Public Policy, 12th ed. (Upper Saddle River, N.J.: Pearson/Prentice Hill, 2008), 1, 16. 
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policy, viewed through the eyes of scholars with diverse interests and biases.  In his 

celebrated volume on public policy, Parsons identified eight overlapping frameworks.10   

The eight frameworks are: welfare economics, public choice, social structure, political 

philosophy, information processing, managerialism, political/policy process, and 

comparative public policy.  Table 2.1 lists the frameworks, alongside the academic 

disciplines with which they are most often associated, and with some of the key 

characteristics of each.  They demonstrate how easily a researcher might lock themselves 

into a framework that limits the quality and scope of their research, by not paying due 

deference to the nature of the question they are trying to answer, instead beginning with a 

predetermined framework. 

Frameworks, then, provide guides and boundaries to research, but they also hold potential 

for confining a researcher’s point-of-view to one discipline or approach within that 

discipline.  According to Hoppe: 

Policy practice is flooded by different thinking styles, diverging interpretative frames, 

competing policy belief systems, various ideologies, alternative professional paradigms, 

different world views, contrasting images of man and nature, multiple perspectives, and 

so on.  Such frames are clusters of interlocking causal and normative beliefs, whose 

functions are at once cognitive, communicative, and expressive of one’s identity.11 

Frameworks allow the scholar to usefully narrow their focus, but it also means they may 

fail to consider the wider perspectives of their research problem. 

 

                                                                                                                                                 

10 Parsons, Public Policy: An Introduction to the Theory and Practice of Policy Analysis, 32-41. 
11 Robert Hoppe, "Policy Analysis, Science and Politics: From ‘Speaking Truth to Power’ to ‘Making 

Sense Together’," Science and Public Policy 26, no. 3 (1999): 207. 
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Table 2.1 – Major public policy frameworks12 

 

                                                                                                                                                 

12 Parsons, Public Policy: An Introduction to the Theory and Practice of Policy Analysis, 32-54. 

Framework Discipline Features 

Welfare economics Economics 

• 

Focuses on efficiency; 

Rational technique; 

Utilitarian in tradition of Mill and Bentham. 

Public choice Economics 
 

Concentrates on institutional and bureaucratic behaviour. 

Social structure Sociology 

 

Stagiest technique; 

Concentrates on power relations and systems; 

There is a lifecycle to social problems. 

Information processing 

Cognitive and social 

psychology; 

Organisational 

behaviour; Artificial 

intelligence; 

Decision and 

Information science. 

A focus on problem solving; 

Concentrates on organisational and individual behaviour — how  

they arrive at judgments, make choices, deal with information and 

solve problems. 

Political philosophy Philosophy 

A broad range of interest, includes normative and ethical 

philosophy, as well as methodology; 

Based on classic theorists, for example Machiavelli and Bacon, 

Bentham and Mill (utilitarianism), James and Dewey (pragmatism 

and development of the social sciences); Rawls and Nozick (two 

theories of justice) and a host of others. 

Political process Political sciences 

There are various approaches to how the political context of policy-

making might be explained; 

Examples of approaches include: Stagiest; Pluralist-elitist; Neo-

Marxist; Sub-system (for e.g. role of networks, communities, or 

sub-systems; Policy discourse (examined in terms of language and 

communication); Institutionalism. 

Comparative politics Public policy 

Adopts a comparative approach to policy processes ad policy 

output and outcomes; 

How, why and to what extent different governments pursue a 

particular course of action or inaction; 

Can be set out in many approaches, including; socio-economic; 

part government; class struggle; neo-corporatist; institutionalist. 

Management 
Private sector 

management 

Applies management approaches to the study of public 

administration; 

Criticises bureaucracy; 

Focus on efficiency, effectiveness and economy of the public 

sector; 

Eclectic sources. 
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Originally, public policy analysts in the ‘policy sciences’ favoured a positivist approach to 

the assessment of public policy.13  Adherents of the policy sciences approach argued that: 

their approach is explicitly problem-focused, is multidisciplinary, and is values-driven with 

central themes of a democratic ethos and human dignity.14  This scientific, positivist 

approach argued that both individuals and societies behave in predictable ways, and so 

corrective interventions in policy can deal with challenges.15  Governments could, 

therefore, derive policy programs from objective means, using techniques present in 

microeconomics and statistics to predict outcomes.  Looking at the Parsons frameworks 

above, welfare economics is an example of this ‘scientific’ and ‘rational’ approach.  These 

approaches have their place in assessing policy, but often they do not properly take in 

account the part played by politics and the intersection, for example, with economics.  

These approaches and the frameworks that employ them can simply be too rigid and 

inflexible. 

Politics is not something that can be adequately assessed alone by utilising scientific 

approaches to research, given the multiple and subtle pressures and influences that operate 

on governments and their political representatives.  Critics argue that the original, positivist 

frameworks are inadequate.  The first and most obvious limitation is that the approaches 

narrow a researcher’s attention to only a relative few factors, which are fixed and context-

independent.16  The second complaint emerges from the observation that the world and the 

public policy that arises from it is the result of a host of influences, which are affected by 

human behaviour that operates beyond scientific interpretation.  This human behaviour 

needs to be interpreted by humans.  As Hoppe asserts: 

                                                                                                                                                 

13 Peter DeLeon, "The Historical Roots of the Field," in The Oxford Handbook of Political Science, ed. 

Michael Moran, Martin Rein, and Robert E. Goodin (Oxford: Oxford University Press, 2011), 39.  The 

policy sciences approach began with the work of: H. Lasswell, "The Policy Orientation," in The Policy 

Sciences, ed. D. Lerner and H. Lasswell (Stanford: Stanford University Press, 1951). 
14 F. Fischer, Reframing Public Policy: Discursive Politics and Deliberative Practices (Oxford; New 

York: Oxford University Press, 2003), 40-41. 
15 Evaluating Public Policy (Chicago: Nelson-Hall Publishers, 1995), 243. 
16 Ronald D. Brunner, "The Policy Movement as a Policy Problem," Policy Sciences 24, no. 1 (1991): 82. 
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Anyone practicing policy analysis in the real world of politics and public administration 

lives in the middle of a cacophony of opinions, beliefs, positions, convictions, rules, and 

claims.  In a political scene constituted around well-established policy issues, the policy 

analyst is riding an argumentation carousel that existed long before and will exist long 

after he or she climbed aboard.17 

There is a multitude of facts, factors and actors that affect the political economy of policy 

reform, meaning its assessment requires flexible tools and approaches.  The alternative, 

post-positivist outlook challenges the ‘scientific’ view and argues that policy is indeed 

context-dependent.  Its analysis relies on examining the influences and how they interact to 

produce change.  This requires the researcher to interpret what is occurring, taking the 

analysis beyond the ‘facts’ themselves.  These scholars assert the world is mentally 

constructed, so there are no universal laws, which for example can predict the absolute 

outcomes of policy programs or how the community will react in all situations.18 

At the same time as public policy studies have become one of the fastest growing 

specialisations in the social sciences,19 they have also become subject of more general 

debates about frameworks.  Personal preferences over the years between positivists and 

post-positivists and the frameworks they use has often led to vitriolic, rigid, tribal divisions 

that are not always conducive to balanced assessments of public policy.  These divisions 

seem to be based on little else than the biases of the researchers, instead of allowing the 

posed question of their research to control the approach.  At the same time, researchers 

need to be conscious of not being bound to any particular framework (positivist or post-

positivist) to explore public policy.  They need to aware that their arguments about content 

are not subsumed by arguments about frameworks.  As Hoppe argues, ‘the process of 

analysis and design cannot be straightforward.  Rather, the idea is to sustain creativity in 

one’s response to empirical uncertainties and normative ambiguities in an ever-changing 

world.’20 

                                                                                                                                                 

17 Robert Hoppe, "Political Judgment and the Policy Cycle: The Case of Ethnicity Policy: Arguments in 

the Netherlands," in The Argumentative Turn in Policy and Planning, ed. Frank Fischer and John 

Forester (London: UCL Press, 2002), 78. 
18 A detailed discussion of the positivist and post-positivist position occur in more detail in chapter 4.  
19 Fischer, Reframing Public Policy: Discursive Politics and Deliberative Practices, 1. 
20 Hoppe, "Policy Analysis, Science and Politics: From ‘Speaking Truth to Power’ to ‘Making Sense 

Together’," 207. 
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All academic disciplines and their frameworks potentially contribute in their own way to 

understanding public policy, however, ‘any unidimensional analysis of policy therefore 

should be somewhat suspect, although each scholar will remain to some extent a prisoner of 

his or her academic training.’21  Researchers should not discard frameworks because of 

their relative age or limitations, and just because others are popular or resilient does not 

mean they are virtuous and efficacious.  They need to be fit for the purpose of the study, to 

the research question and not confined by a scholar’s predilections.  Even though 

frameworks provide structure to research they also potentially limit the boundaries of 

thinking for scholars, as they surrender pragmatism for parsimony.  Public policy analysis 

looks at what are ‘real-world problems’ and they rarely sit neatly into one framework or 

academic discipline, as they nearly all have political, economic and social dimensions.22  

Thinking in alternative frameworks may help the analyst to better understand and clarify 

the structure of their analysis.23 

Klein and Marmor argue that although researchers cannot be expected to utilise all 

frameworks, all of the time, attempting to draw on as many as possible is essential.24  The 

study of public policy is complex, ‘any attempt to force policy into any narrow theoretical 

frame should be considered with some skepticism’,25 because it narrows the vision of the 

researcher and limits their ability to gain full understanding of policy complexity.26  Pierre 

asserts that:27 

                                                                                                                                                 

21 B. Guy Peters and Jon Pierre, "Introduction," in Handbook of Public Policy, ed. B. Guy Peters and Jon 

Pierre (London: SAGE Publications, 2006), 7. 
22 Pierre, "Disciplinary Perspectives," 481. 
23 Parsons, Public Policy: An Introduction to the Theory and Practice of Policy Analysis, 56-57. 
24 Rudolf Klein and Theodore Marmor, "Reflections on Policy Analysis: Putting It Together Again," in 

The Oxford Handbook of Political Science, ed. Robert E. Goodin (Oxford: Oxford University Press, 

2013), 997. 
25 Peters and Pierre, "Introduction," 1. 
26 "Introduction," 1. 
27 Pierre, "Disciplinary Perspectives," 482. 
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• policy research is eclectic in nature—scholars may apply the wrong 

discipline; 

• policy is not just guided by scientific, logic and causal models—to 

understand it properly the researcher needs to consider the politics of the 

policy,28 taking into account the ‘strategic goals and long-term visions‘ of 

actors—in addition, politicians are sometimes motivated or almost entirely 

driven by political or economic necessities; 

• there has been too much rivalry between different academic disciplines and 

their purported values. 

Mounting complaints by Pierre and others scholars discussed above call for greater 

flexibility in policy research design. 

Hupe and Hill agree with Parsons that there is a need for a relatively ‘‘empty’ framework 

that is general enough to comprise multiple theoretical approaches.’29  As a result of this 

view, these scholars offer three criteria for a ‘‘framework’ as a ‘general map’.’30  First, it 

must be capable of encompassing the ‘multiple multiplicity’ of public policy processes.  

Second, it must allow theory formation ‘around selected sets of variables, rather than 

compel the building of one grand theory.’  Last, even though the framework should be as 

comprehensive as possible, it ‘needs to be open in the empirical sense.’  It needs to promote 

‘systematic and normatively open empirical research.’  This supports the view that the 

modern researcher should try wherever possible to free themselves from the binds of one 

framework or another—they need to be pragmatic.  Modern researchers, argues Bogason, 

possess less faith in theory.  Their pragmatism is anticipatory, so is inductive and fallible.  

They construct their world socially and conduct research critically.  For them the world is 

                                                                                                                                                 

28 Pierre cites: Peter Gourevitch, Politics in Hard Times: Comparative Responses to International 

Economic Crises (Ithaca N.Y.: Cornell University Press, 1986). 
29 Peter L. Hupe and Michael J. Hill, "The Three Action Levels of Governance: Re-framing the Policy 

Process Beyond the Stages Model," in Handbook of Public Policy, ed. B. Guy Peters and Jon Pierre 

(London: 2006), 20. 
30 "The Three Action Levels of Governance: Re-framing the Policy Process Beyond the Stages Model," 

20. 
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contingent, meaning they are ‘contextualists’.  Finally, they are holists, rejecting labels like 

‘fact/value, objective/subjective, theory/practice, ends/means, analytic/synthetic.’31 

Holists who look for wider answers to complex policy analysis questions while not being 

confined to specific frameworks may utilise forensic policy analysis.32  A forensic policy 

analyst is pragmatic, instead using differences between frames in order to design ‘an 

innovative policy design from a combination of plausible and robust arguments (frame-

reflective analysis), or to test and bolster some frames (frame-critical analysis)’.33  

According to Hoppe, supporters of the approach contend that, ‘policy practice is flooded by 

different thinking styles, diverging interpretive frames, competing policy belief systems, 

various ideologies, alternative professional paradigms, different worldviews, contrasting 

images of humankind and nature, multiple perspectives and so on.’34  For conventional 

analysts, frames are interlocking causal and normative beliefs, which are cognitive, 

communicative, and interest-driven, ‘a sort of mental grappling hook.’35  In contrast, 

‘forensic analysts do not unreflectively impose a particular professional or political frame 

on a problematic situation.’36 

The multilayered approach offered by Williamson and Haggard is effectively pragmatic, 

forensic and flexible, allowing scholars to adapt to particular research purposes.  It assesses 

possibly influential variables, without strictly tying them directly to the characteristics of 

one discipline within public policy frameworks (e.g. institutionalism or pluralism within 

political science).  Using such a pragmatic variable approach allows a deeper understanding 

of causative influences, which can still take into account, for example, the role played by 

institutions, or the policy process, or narrative.  The Williamson and Haggard framework, 

                                                                                                                                                 

31 Peter Bogason, "Networks and Bargaining in Policy Analysis," in Handbook of Public Policy, ed. B. 

Guy Peters and Jon Pierre (London: SAGE Publications, 2006), 108. 
32 Robert A. Hoppe, The Governance of Problems: Puzzling, Powering, Participation (Bristol, England: 

Policy Press, 2010).  The arguments expressed by Hoppe concerning forensic policy analysis are almost 

identical to those outlined in: Hoppe, "Policy Analysis, Science and Politics: From ‘Speaking Truth to 

Power’ to ‘Making Sense Together’,". 
33 Hoppe, The Governance of Problems: Puzzling, Powering, Participation, 181. Also see: Hoppe, 

"Policy Analysis, Science and Politics: From ‘Speaking Truth to Power’ to ‘Making Sense Together’," 

207. 
34 Hoppe, The Governance of Problems: Puzzling, Powering, Participation, 181. 
35 The Governance of Problems: Puzzling, Powering, Participation, 181. 
36 The Governance of Problems: Puzzling, Powering, Participation, 181. 
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that although lying within the substantial boundaries of the political science approaches 

identified by Parsons, aims to address the research questions without being rigidly confined 

to an institutional or policy process frame.  These variables cannot be exhaustive in a study, 

but they provide a nuanced insight into those elements.  They potentially hold specific 

focuses of what inspired the reforms, how governments implemented them, and reasons for 

their durability, or lack of it.  Such an approach, by nature, considers relevant stages in the 

policy process.  It is institutionalist, as well as conforming to other traditional and newly 

emerging frameworks.  Of course this approach also holds limitations, inherent in its choice 

of which variables to include and which ones to disregard, again affected by individual 

preferences, biases and ideology.  The Williamson and Haggard approach has its detractors 

and its own intrinsic limitations. 

Williamson and Haggard came to their conclusions by determining on the evidence 

whether their variables were ‘satisfied’ or ‘not satisfied’ (even with qualifications), or ‘at 

first yes, subsequently no’.  In a review of the Williamson book, Duncan argued ‘the 

Williamson approach’ of providing a list of variables and seeking a ‘yes’ or ‘no’ answer 

concerning the validity of each was problematic.37  He argued: 

Trying to give ‘yes’ or ‘no’ answers to these various hypotheses of undetermined weight 

distracts attention from the task of developing an understanding of the complex set of 

factors at work in each case and defining behavioural determinants to these processes.38 

Superficially this may be so.  Yet, at no time does Williamson call for researchers to 

slavishly apply the variables, or ignore other relevant influences.  Duncan also minimised 

the fact that each author supplied a detailed assessment of their reform period, the 

background, the reform and what occurred in its aftermath.  Moreover, Williamson and 

Haggard concluded, ‘there are no fully robust empirical generalizations’ and that none of 

the variables ‘was either necessary or sufficient for successful reform’, but that ‘did not 

mean the hypotheses are useless.’39 

                                                                                                                                                 

37 R. C. Duncan, "Insulating the Technopols: The Politics of Economic Reform," Agenda: A Journal of 

Policy Analysis and Reform 2, no. 1 (1995): 95. 
38 "Insulating the Technopols: The Politics of Economic Reform," 95. 
39 Williamson and Haggard, "The Political Conditions for Economic Reform," 589. 
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If one major criticism might be levelled against The Political Economy of Policy Reform is 

that on the face of it, it was a work of its time.  Questions about how market-driven reforms 

had worked (or not worked) in some countries and why others had not pursued principles 

that were symbolic of the Consensus motivated Williamson.  These ‘orthodox’ ideas of the 

period have come under question in the decades that have followed, particularly since the 

effects of The Global Financial Crisis.  What critics fail to recognise, however, is whether 

they agree with governments of the past pursuing market-driven principles, this is in fact 

what many did in the 1980s and 1990s (and some continue to do so today).  As the world 

economy has continued to globalise and become more economically and financially 

integrated, those earlier market reforms and the principles they represent remain, and 

underlie the structures of the modern world economy.  It is one thing to criticise these 

principles for ideological or even practical reasons of the deleterious effects of some 

reforms, it is quite another to irrationally deny their existence in the past or the present. 

Additionally, the majority of the potentially reform-inducing variables that Williamson and 

Haggard identified in 1994 do not carry inherent values that link them to one ideology or 

another.  They are value-neutral, pragmatic and forensic.  How can any critic deny the role 

of visionary leadership in reform?  Is it likely that reform will take place without a coherent 

economic team, or the support of compensation to losers from change?  Of themselves the 

Williamson and Haggard variables do not carry the ‘taint’ of the Consensus and it is in the 

neutral way that a researcher can apply them in a study that their objectivity can strengthen 

the vigour of research.  The Consensus may have inspired the research in Williamson’s 

volume, but it has little to do with the value of the framework that underlies it. 

The Political Economy of Policy Reform was extensively reviewed at the time and was 

generally well received.40  Since the book was published, scholars have cited it nearly 1,400 

                                                                                                                                                 

40 Jozef van Brabant, "Book reviews -- The Political Economy of Policy Reform edited by John 

Williamson," 36 (1994); Aziz Ali Mohammed, "Books -- The Political Economy of Policy Reform edited 

by John Williamson," 31 (1994); Andrew Hurrell, "The Political Economy of Policy Reform," 

International Affairs (Royal Institute of International Affairs 1944-) 70, no. 3 (1994); R. Cooper, "The 

Political-Economy of Policy Reform - Williamson, J," Foreign Affairs 73, no. 3 (1994); Jan Willem 

Gunning, "The Political Economy of Policy Reform," World Economy 18, no. 2 (1995); Norbert Funke, 

"The Political Economy of Policy Reform," European Journal of Political Economy 11, no. 2 (1995). 
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times in various ways, and in an almost universally positive manner.41  Some refer to 

individual country studies in the volume, others to principles about the role of technopols, 

for example.  On other occasions, scholars have refined the framework and adapted it to 

their own research in the form of article and monograph and progressively moved it away 

from its earlier ideological connections to economic liberalism. 

In his widely cited 1996 article ‘Understanding Economic Reform’, Rodrik discusses 

factors relevant to successful economic reform.42  One of the central questions Rodrik 

attempted to answer was, ‘are there any helpful rules for reformers to follow in guiding 

their policies through complicated political terrain?  Can one hope to develop a “how-to” 

manual for the reformist politician?’.43  He concluded that no manual can exist, but that 

does not mean that themes cannot be determined that might streamline the process of 

reform.  In particular, he emphasised the need for politics and economic to intersect to gain 

better understanding of reforms processes and inhibitors to change.  Of particular note he 

emphasised the need for compensation for ‘losers’ from reform, as distributional issues lie 

at the heart of reform and when some miss out they become potential and likely energised 

opponents for change. This became an important issue on the case studies in this 

dissertation, particularly in the cases of the Whitlam and Gillard reforms, with varying 

degrees of political success.  Rodrik cites Williamson’s volume a number of times 

favourably during his long article, concerning a number of issues such as the role of crisis, 

compensation, accelerating gains to winners and some general principles regarding reform.  

He also reproduces Williamson’s variables of influences that affect reform.  According to 

Rodrik, the volume is successful as ‘the exchanges among former politicians, technocrats, 

economists, and political scientists that it contains make for fascinating reading.’44  This 

again reinforces his view that scholars consider both economic and political issues when 

assessing reform decisions. 

                                                                                                                                                 

41 By 4th April 2018, scholars had cited the book 1,383 times (Source: Google Scholar). 
42 Rodrik, "Understanding Economic Policy Reform,".  By 17th March 2018, scholars had cited the article 

1,902 times (Source: Google Scholar). 
43 "Understanding Economic Policy Reform,". 
44 "Understanding Economic Policy Reform," 32. 
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In 1998, Looney et al. used Williamson’s variables to examine ‘the prerequisites for 

successful fiscal reform’.  They assessed, ‘whether any relationship exists between success 

or failure of policy reform on the one hand, and various political/economic conditions in 

place at the time of reform, on the other.’45  The scholars aimed to extend the ideas 

underlying Williamson and Haggard’s ‘descriptive’ approach.  Their study involved 

nineteen countries, including Australia and thirteen of the same country case studies as 

those examined by Williamson and Haggard.  Looney et al. added a further six that met 

Williamson’s original qualifications of having attempted a post-1960 economic reform 

program for which enough data existed for analysis.46  They sought a statistical link 

between a subject country’s economic and political conditions and the subsequent success 

or failure of economic and financial reforms.47  This was a quantitative study, in that the 

researchers assigned a numerical score to each subject country concerning whether the 

reform relevance of the Williamson and Haggard independent variables.  They then 

allocated a score for success or failure of reforms, tied to their assessment of conditions 

based on the evidence, but subjectively chosen by them.  Looney et al. concluded that it 

was visionary leadership, crisis and a comprehensive program that were key predictors of 

successful reform.  In the case of Australia, the study found that visionary leadership and a 

coherent economic team helped determine the success of change.48  Due to the paucity of 

descriptive analysis and a reliance on numerical data from this study, explanations for 

changes across the country data set are not further provided.  In sum, this study replicated 

the earlier work, but widened the sample of countries and applied some quantitative 

methods to the assessment of the data.  This study did not profess a particular theoretical 

framework, instead opting for the pragmatic extension of the work contained in 

Williamson’s book.  While Williamson and Haggard focused on thick qualitative 

description of the backgrounds of countries and reforms that were undertaken, Looney et al. 

instead focused on a numerical scoring of similar circumstances and events. 

                                                                                                                                                 

45 Robert E. Looney et al., "Prerequisites For Successful Fiscal Reform: Some Preliminary Results," 

Journal of Public Budgeting Accounting and Financial Management 9, no. 4 (1998). 
46 "Prerequisites For Successful Fiscal Reform: Some Preliminary Results," 620-21. 
47 "Prerequisites For Successful Fiscal Reform: Some Preliminary Results," 618. 
48 "Prerequisites For Successful Fiscal Reform: Some Preliminary Results," 622. 
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In 2008, Heinemann and Tanz published an article that examined the effects of trust on 

reform.49  They incorporated aspects of Williamson and Haggard’s four clusters of 

variables into their own framework of analysis, focusing on the economic and political 

conditions in their research.50  This in some ways affirms a political economy approach, 

supporting Rodrik’s assertion that reform can be better understood by the intersection of 

these two important aspects of change.  Heinemann and Tanz concentrated on trust as a 

discrete issue in the pursuit of reform, and its close link to these two clusters of variables.  

Moving beyond what Williamson and Haggard had originally conceived, Heinemann and 

Tanz concluded after looking at the literature that the crisis hypothesis had a ‘reliable 

empiric foundation’.  They also found two other significant results from the literature.  

First, that the initial economic situation is highly relevant to the likelihood that successful 

reform will be undertaken, meaning that countries that were less developed with market 

reforms had more capacity for change during the crisis.  Additionally, processes of reform 

occurring in adjacent or important referencing countries can have a positive influence for 

change.51  The scholars concluded that trust is conducive for reform.  Intuitively this is not 

surprising.  The Gillard government case study in chapter 7 of this dissertation shows how 

a lack of trust in government can destroy public support for reform, which the community 

had previously favoured.  Heinemann and Tanz’s findings, however, are narrower than 

might first appear.  For instance, they found trust affects change to varying degrees, 

depending on the policy field under review.  Trust heavily facilitates changes in legal 

systems.  High levels of trust accelerates the reduction in regulation and the development of 

smaller government.  They further concluded that levels of trust had less effects on 

deregulation specifically connected to international trade and the monetary system.  This 

study reinforces how scholars might adapt the Williamson and Haggard framework for 

purposes not directly linked to specific economic reforms, instead to the thrust of reform 

movements affecting institutions, regulation and the style of government.  It also 

demonstrates how researchers can use a pragmatic and forensic use of variables to assess 

reforms, without confining themselves to one particular framework (e.g. pluralism). 

                                                                                                                                                 

49 Friedrich Heinemann and Benjamin Tanz, "The Impact of Trust on Reforms," Journal of Economic 

Policy Reform 11, no. 3 (2008). 
50 "The Impact of Trust on Reforms,". 
51 "The Impact of Trust on Reforms," 175. 
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In 2013, Mulgan scrutinised Japanese Prime Minster Koizumi’s plan for extensive 

economic reform.52  This differed from the emphasis in Williamson’s book, as Mulgan’s 

study examined reform in one country, by a single government, under the leadership of one 

prime minister.  Similar to Williamson, Mulgan produced a volume using a thickly 

described narrative about Koizumi’s plans for economic reform, arranged around 

Williamson and Haggard’s variables.  Mulgan does not consider ideational literature or the 

role of ideas in the reform program, an addition in this dissertation that adds greater context 

and understanding to the development of the subject reforms.  She concluded that most of 

the variables mattered little in the Japanese context, because the executive holds limited 

power, and ‘the prime minister and cabinet—is relegated to a subordinate, rather than a 

superordinate role in the policymaking process.’53  Rather than providing an explanation for 

reform (or the ineffectiveness of it), Mulgan used the variables to expose important 

qualifying barriers to change in the Japanese context. 

Mulgan asserts that the results of her study have implications for the Williams and Haggard 

framework.  First, that a reforming executive requires sufficient authority to overcome 

opponents of reform within the state apparatus itself.54  Much of the literature assumes this 

opposition resides within interest groups and the community.  The consequence for 

research is a need for understanding the power relationships that exist within the apparatus 

of the government itself.55  Second, as an extension from the first observation, Williamson 

and Haggard did not strongly develop the need for a would-be reformer to build up a strong 

pro-reform coalition.56  Mulgan acknowledges the likely tautology, but sometimes obvious 

factors are important and not given appropriate weight in analysis.  The third political 

condition detailed by Mulgan for attention is that reform requires an executive with 

sufficient authority to push reforms forward through to the implementation stage.57  

                                                                                                                                                 

52 Mulgan, Japan’s Failed Revolution: Koizumi and the Politics of Economic Reform. 
53 Japan’s Failed Revolution: Koizumi and the Politics of Economic Reform, 18. 
54 Stephan Haggard, "Interests, Institutions, and Policy Reform," in Economic Policy Reform: The 

Second Stage, ed. Anne Krueger (Chicago; London: University of Chicago Press, 2000), 38, cited in: 

Mulgan, Japan’s Failed Revolution: Koizumi and the Politics of Economic Reform, 21-2. 
55 Japan’s Failed Revolution: Koizumi and the Politics of Economic Reform, 22. 
56 Mulgan again refers to Haggard, "Interests, Institutions, and Policy Reform," 22, cited in: Mulgan, 

Japan’s Failed Revolution: Koizumi and the Politics of Economic Reform, 22. 
57 Mulgan again refers to Haggard, "Interests, Institutions, and Policy Reform," 40-1, cited in: Mulgan, 

Japan’s Failed Revolution: Koizumi and the Politics of Economic Reform, 22. 
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Governments in Japan have typically been the result of multiple-party coalitions, resulting 

in weaker authority for the executive and the prime minister.  In addition, the powerful 

Liberal Democratic Party and government bureaucracy act as what Haggard has called 

‘multiple veto-gates’ to the Japanese processes of reform.  Reform of any substance will 

not occur until the veto powers of these actors, which Mulgan refers to as the ‘traditional 

policymaking system’, are reduced. 

Mulgan argues that the focus of the political economy of economic reform literature has 

been about political resistance to reform and how this resistance can be overcome.  She is 

also concerned about the limitations that researchers impose upon themselves by their 

choice of analytical approach.  Accordingly: 

Much of the analysis is based on standard political science assumptions about the 

interaction of institutions, and group interests.  More formalised theory-building has 

relied on approaches derived from economics, such as collective action theory and 

institutional economics, which reduce political behaviour to incentives faced by self-

interested individuals.58 

Mulgan makes the understandable observation that ideally politicians would design 

economic policies to serve the greater good, as per the instructions of John Stuart Mill.  The 

reality, however, is that political considerations frequently drive these representatives, 

meaning, ‘it is politics that more often than not determines what economic policy options 

can be taken up and implemented.’59  According to Mulgan, ‘whole theoretical 

superstructures have been built around the overblown generalisation that politicians, 

interest groups and voters are driven exclusively by rational calculations of self-interest.  In 

short, political self-interest and political expediency all too often ‘distort’ economic policy 

choice.’60 

Mulgan also contends that hypothesising about the necessary conditions for economic 

reform, inherently assumes reformers can persuade other actors in the process about the 

merits of change and that the structures exist to implement it.  In her view, reformers can 

                                                                                                                                                 

58 Japan’s Failed Revolution: Koizumi and the Politics of Economic Reform, 8. 
59 Japan’s Failed Revolution: Koizumi and the Politics of Economic Reform, 9. 
60 Japan’s Failed Revolution: Koizumi and the Politics of Economic Reform, 9. 
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adjust some variables to suit their needs (e.g. policy programs, economic advisers), whereas 

others such as the structure of political institutions in which the leaders operate are more 

difficult to influence.61  She concludes that at times politicians become convinced of the 

merits of their economic reform proposals and suppress feelings of self-interest.  Their 

primary risk becomes the need to persuade others of the virtues of the proposal.62  This is 

why typical institutional or interest-group analysis is often insufficient to detect the nuances 

underlying the genuine agendas of reformist politicians in the political economy of policy 

reform.  Instead, as in the case of Mulgan, analysis arranged around a number of likely 

variables offers a wider perspective.  Rather than analysis focusing on a single emphasis 

(e.g. the role of institutions) it considers the wider influences and context of both internal 

and external influences on governments.  Before applying the analytical framework to the 

evidence in the case studies addressing the three Australian reforms, the next chapter 

clearly enunciates the methodological underpinnings of this thesis and the methods used to 

arrange and analyse the evidence. 

 

 

 

 

                                                                                                                                                 

61 Japan’s Failed Revolution: Koizumi and the Politics of Economic Reform, 10. 
62 Japan’s Failed Revolution: Koizumi and the Politics of Economic Reform, 9. 
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Chapter 3 — The political economy of reform – What 

shakes it?  What shapes it?1 

I was, however, a great reformist; but never suspected that the people in power were 

against reform.  I supposed they only wanted to know what was good in order to 

embrace it.2 

Introduction 

Economic reform does not occur in a vacuum.3  Sometimes, economic reform happens by 

design as a preconceived program for change.  Sometimes circumstances of crisis force 

governments to implement reform previously considered unthinkable.  According to 

Kingdon, real change often needs a ‘window of opportunity’ to open, into which policy 

entrepreneurs introduce solutions for complex problems.  Windows, however, also quickly 

close.4  In this chapter I explore key concepts about the political economy of reform 

arranged around the clusters and variables depicted in figure 1.1.  I also identify where 

consensus and disputes exist in reform scholarship and consider relevant gaps that exist in 

the knowledge. 

3.1 The framework variables and the literature 

3.1.1  Economic conditions 

The economic conditions cluster includes two variables, external help and economic crisis.5  

In many analyses, economic crisis dominates as an explanation for the pursuit of successful 

economic reform.6 

                                                                                                                                                 

1 A partial title borrowed from: Abiad and Mody, "Financial Reform: What Shakes It?  What Shapes 

It?,". 
2 Jeremy Bentham, The Works of Jeremy Bentham: Published Under the Superintendence of his Executor 

John Bowring, ed. John Bowring, vol. vol. X (Edinburgh: W. Tait, 1843), 66. 
3 Fanelli and McMahon, "Introduction to Understanding Reform," 26. 
4 The concept of a policy window is something developed extensively by Kingdon.  See: John W. 

Kingdon, Agendas, Alternatives, and Public Policies, 2nd ed. (Boston: Longman, 2011), 165-208. 
5 Williamson and Haggard, "The Political Conditions for Economic Reform," 562. 
6 "The Political Conditions for Economic Reform," 582. 
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Crisis 

Williamson traced the emergence of the crisis arguments to the work of Mancur Olson.7  

Olson contended that societies become ‘sclerotic’, as entrenched interest groups stifle 

flexibility, leading to crisis.  It is only through crisis that policy reform can prosper.8  

Countries are ‘shocked’ from traditional patterns of behaviour, ‘disorganizing the interest 

groups that typically veto policy reforms, and generating pressure for politicians to change 

policies that are seen to have failed.’9  During periods of disruption, windows of 

opportunity open for policy reform. 

Crisis is important because it alters perceptions about contemporary ‘realities’, supporting a 

mood for change.10  Pressure may undermine the arguments of stronger groups,11 forcing 

them to sacrifice existing advantages to deal with the crisis, as weaker groups elevate their 

concerns,12 and governments manage greater levels of uncertainty.13  It may appear 

counterintuitive that reform does not occur during ‘favorable macroeconomic conditions’, 

when change might be less troublesome for policy-makers and the community alike.14 

The simple logic of the hypothesis explains its seductive nature, but Rodrik warns it also 

involves a tautology.  It is natural that policy-makers pursue reform during a crisis, when it 

                                                                                                                                                 

7 Williamson, "In Search of a Manual for Technopols," 19. 
8 Mancur Olson, The Rise and Decline of Nations: Economic Growth, Stagflation, and Economic 

Rigidities (New Haven: Yale University Press, 1982). 
9 Williamson and Haggard, "The Political Conditions for Economic Reform," 563-64.  Also see: Michael 

Castanheira et al., "Exploit a Parliamentary Majority," in Structural Reforms Without Prejudices, ed. Tito 

Boeri, et al. (Oxford: Oxford University Press, 2006), 181. 
10 Arnold C. Harberger, "The Search for Relevance in Economics," American Economic Review 83, no. 2 

(1993). 
11 Olson, The Rise and Decline of Nations: Economic Growth, Stagflation, and Economic Rigidities; Joan 

M. Nelson, ed. Economic Crisis and Policy Choice : The Politics of Adjustment in the Third World 

(Princeton: Princeton University Press, 1990). 
12 This sort of behaviour explained in ‘war of attrition models’, see: Alberto Alesina and Allan Drazen, 

"Why Are Stabilizations Delayed?," The American Economic Review 81, no. 5 (1991); Allan Drazen and 

Vittorio Grilli, "The Benefit of Crises for Economic Reforms," The American Economic Review 83, no. 3 

(1993); Alesina, Ardagna, and Trebbi, "Who Adjusts and When?  On the Political Economy of 

Reforms,". 
13 Fernandez and Rodrik, "Resistance to Reform: Status Quo Bias in the Presence of Individual-Specific 

Uncertainty,"; Raúl Labán and Federico Sturzenegger, "Distributional Conflict, Financial Adaption and 

Delayed Stabilizations," Economics & Politics 6, no. 3 (1994). 
14 International Monetary Fund, World Economic Outlook, April 2004: Advancing Structural Reforms 

(Washington, D.C.: Internatonal Monetary Fund, 2004), 114. 
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is most required.15  For Rodrik, change in response to policy failure is, ‘no more surprising 

than smoke follows fire.’16  Drazen and Easterly are not persuaded.  They maintain his 

argument depends on the nature of the study, and that the ‘crisis follows reform’ argument 

does not have universal empirical support.17  Furthermore, the hypothesis is not a tautology 

if defined by asking, ‘why do times need to get very bad (and not just bad) to induce 

reform?’18  Part of the difficulty reflected in these arguments may lie in an inability to agree 

on what qualifies as a ‘crisis’. 

Williamson and Haggard acknowledge the ambiguity, an issue that continues to the present 

day.19  Pitlik argues that a crisis is what ‘most people’ would think it is: ‘a bad and unstable 

situation in political, social, or economic affairs.’20  A crisis might also be financial,21 or 

defined by poor economic outcomes.22  Scholars generally agree, however, that unusual 

                                                                                                                                                 

15 Rodrik, "Understanding Economic Policy Reform," 26-28. 
16 "Understanding Economic Policy Reform," 27.  Rodrik notes that Williamson and Haggard pointed to 

at least three cases where reform occurred without crisis, namely Australia, Colombia and Portugal, see: 

Williamson and Haggard, "The Political Conditions for Economic Reform," 564. 
17 Drazen and Easterly, "Do Crises Induce Reform?  Simple Empirical Tests of Conventional Wisdom," 

130. 
18 "Do Crises Induce Reform?  Simple Empirical Tests of Conventional Wisdom," 131.  Also see: Drazen 

and Grilli, "The Benefit of Crises for Economic Reforms,"; Anne O. Krueger, Political Economy of 

Policy Reform in Developing Countries (Cambridge, Mass: MIT Press, 1993); Joan M. Nelson, "Panel 

Discussion," in The Political Economy of Policy Reform, ed. John Williamson (Washington DC: Institute 

for International Economics, 1994); Rodrik, "Understanding Economic Policy Reform,", p. 27; Hans 

Pitlik, "The Impact of Growth Performance and Political Regime Type on Economic Policy 

Liberalization," Kyklos 61, no. 2 (2008). 
19 Williamson and Haggard, "The Political Conditions for Economic Reform," 564.  Williamson also 

recognised this question in his background paper.  Also see: Williamson, "In Search of a Manual for 

Technopols," 19.  Also see: Krueger, Political Economy of Policy Reform in Developing Countries, 124; 

John Toye, "Comment," in The Political Economy of Policy Reform, ed. John Williamson (Washington 

DC: Institute for International Economics, 1994), 41; Williamson and Haggard, "The Political Conditions 

for Economic Reform," 564; Tommasi and Velasco, "Where are we in the Political Economy of 

Reform?," 197; Michael Bruno and William Easterly, "Inflation's Children: Tales of Crises that Beget 

Reforms," The American Economic Review 86, no. 2 (1996); Javier Corrales, "Do Economic Crises 

Contribute to Economic Reform? Argentina and Venezuela in the 1990s," Political Science Quarterly 

112, no. 4 (1997); Drazen and Easterly, "Do Crises Induce Reform?  Simple Empirical Tests of 

Conventional Wisdom," 135; Fanelli and Popov, "On the Philosophical, Political, and Methodological 

Underpinnings of Reform," 69; Heinemann and Tanz, "The Impact of Trust on Reforms," 174; Melvin 

Ayogu and Hashem Dezhbakhsh, "South Africa," in Macroeconomic Volatility, Institutions and 

Financial Architectures: The Developing World Experience, ed. José María Fanelli (Basingtoke: 

Palgrave Macmillan, 2008), 346; Pitlik, "When Do Economic Crises Trigger Economic Policy 

Liberalization?," 6. 
20 "When Do Economic Crises Trigger Economic Policy Liberalization?," 6. 
21 Abiad and Mody, "Financial Reform: What Shakes It?  What Shapes It?,". 
22 Bruno and Easterly, "Inflation's Children: Tales of Crises that Beget Reforms,"; Drazen and Easterly, 

"Do Crises Induce Reform?  Simple Empirical Tests of Conventional Wisdom,". 
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conditions trigger reforms for a wide variety of reasons.23  When assessing crisis, an 

observer or would-be reformer might consider variables including: geographical location; 

economic history of the country; world conditions; and whether the problem is micro or 

macro in nature.  There is also evidence to suggest that a political crisis might be just as 

important in determining structural reforms as an economic crisis.24 

At times governments even ‘construct’ the perception of crisis to pursue political and 

policy objectives.  This can occur in two ways.  First the government may genuinely 

believe that proactive action is necessary to avoid calamity, or it may be simply responding 

to actual events by managing its response in the best interests of the community.25  

According to Banks, the Hawke governments (with Keating as treasurer) created a narrative 

encompassing a theme of impending crisis to justify its structural reforms in Australia in 

the 1980s.26  On other occasions, however, governments embellish facts and evidence to 

pursue secondary goals, in mistrustful exploitation of emotional feelings in the electorate.27  

A politician might, for example, exploit an advantage as they enhance their credibility, by 

showing the strength of their leadership by introducing new policies.28  Concerns about the 

motives and roles of governments have encouraged scholars to consider government action 

about ‘crisis’ in a number of ways, resulting in an expanding body of literature about 

governments and their construction of crises.  Scholars are exploring this phenomenon 

                                                                                                                                                 

23 Allan Drazen, Political Economy in Macro Economics (Princeton: Princeton University Press, 2000), 

446-48; "Financial Market Crisis, Financial Market Reform: Why Hasn't Reform Followed Crisis," in 

DG ECFIN's 6th Annual Research Conference (Brussels 2009), 2-3. 
24 Campos, Hsiao, and Nugent, "Crises, What Crises? New Evidence on the Relative Roles of Political 

and Economic Crises in Begetting Reforms,". 
25 Boin et al., The Politics of Crisis Management: Public Leadership Under Pressure. 
26 Gary Banks, "Structural Reform Australian-Style: Lessons for Others?," in Presentation to the IMF, 

World Bank and OECD, May 2005 (Productivity Commission, 2005) p. 15. 
27 The most obvious version of this practice was in government’s creating a perception of crisis 

surrounding the ‘war on terror’ that followed the attacks on the World Trade Center in 2001, while at the 

same time managing real challenges presented by unconventional combatants, see: Stuart Croft, Culture, 

Crisis and America's War on Terror (Cambridge University Press, 2006)/  Also see: Cetta Mainwaring, 

"Constructing a Crisis: The Role of Immigration Detention in Malta," Population, Space and Place 18, 

no. 6 (2012), where she argues crisis was used to manipulate immigration and detention policies. 
28 Arjen Boin, Allan  McConnell, and Paul ‘t Hart, "Crisis Exploitation: Political and Policy Impacts of 

Framing Contests," Journal of European Public Policy 16, no. 1 (2009). 
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through lenses such as narrative policy networks,29 and the role of policy entrepreneurs,30 in 

a rapidly developing field of knowledge. 

Although scholars have defined ‘economic crisis’ in varying ways, many have found 

evidence supporting the hypothesis.31  A few studies show mixed results32 and even fewer 

do not support the contention at all.33  Heinemann and Tanz argue the hypothesis has a 

‘reliable empiric foundation’, but insist initial conditions matter and those less-developed 

countries have a greater capacity for reform.34  This may be due to the preponderance of 

                                                                                                                                                 

29 Michael D. Jones and Mark K. McBeth, "A Narrative Policy Framework: Clear Enough to Be 

Wrong?," Policy Studies Journal 38, no. 2 (2010); Elizabeth A. Shanahan, Michael D. Jones, and Mark 

K. McBeth, "Policy Narratives and Policy Processes," Policy Studies Journal 39, no. 3 (2011).  In the 

past, scholars used the Narrative Policy Framework, for example, to examine: how narratives expand 

policy issues: Mark K. McBeth et al., "The Intersection of Narrative Policy Analysis and Policy Change 

Theory," Policy Studies Journal 35, no. 1 (2007); the role of media narratives in advocacy coalitions: 

Elizabeth A. Shanahan et al., "Conduit or Contributor? The Role of Media in Policy Change Theory," 

Policy Sciences 41, no. 2 (2008); and the part played by narratives in policy development: Donna L. 

Lybecker, Mark K. McBeth, and Elizabeth Kusko, "Trash or Treasure: Recycling Narratives and 

Reducing Political Polarization," Environmental Politics 22, no. 2 (2012). 
30 John W. Hogan, Sharon Feeney, and Hazards & Crisis in Public Policy Risk, "Crisis and Policy 

Change: The Role of the Political Entrepreneur," Risk, Hazards & Crisis in Public Policy 3, no. 3 (2012). 
31 Bambaci, Saront, and Tommasi, "The Political Economy of Economic Reforms in Argentina,"; H. 

Pitlik and S. Wirth, "Do Crises Promote the Extent of Economic Liberalization?: An Empirical Test," 

European Journal of Political Economy 19, no. 3 (2003); Eduardo Lora and Mauricio Olivera, "What 

Makes Reforms Likely: Political Economy Determinants of Reforms in Latin America," Journal of 

Applied Economics 7, no. 1 (2004); F. Heinemann, "Explaining Blockades to Beneficial Policy Reforms," 

Applied Economics Quarterly 55 (2004); International Monetary Fund, World Economic Outlook, April 

2004: Advancing Structural Reforms, 114; J. Høj et al., "An Empirical Investigaton of Political Economy 

Factors Behind Structural Reforms in OECD Countries," OECD Economic Studies 42, no. 1 (2006); 

Romain Duval and Jørgen Elmeskov, "The Effects of EMU on Structural Reforms in Labour and Product 

Markets," (ECB, 2006); Hans Pitlik, "A Race to Liberalization?  Diffusion of Economic Policy Reform 

Among OECD-Economies," Public Choice 132, no. 1-2 (2007); J. De Haan, J.E. Sturm, and E. Zandberg, 

"The Impact of Financial and Economic Crises on Economic Freedom," in Economic Freedom of the 

World: Annual Report 2009, ed. J. D. Gwartney and R. Lawson (Vancouver, Canada: Economic Freedom 

Network, 2009); Tompson, "Reform Beyond the Crisis," . 
32 Drazen and Easterly, "Do Crises Induce Reform?  Simple Empirical Tests of Conventional Wisdom," 

155-56; Abiad and Mody, "Financial Reform: What Shakes It?  What Shapes It?," 83-84; Campos, Hsiao, 

and Nugent, "Crises, What Crises? New Evidence on the Relative Roles of Political and Economic Crises 

in Begetting Reforms," 1686; Tiina Randma-Liiv and Walter Kickert, "The Impact of the Fiscal Crisis on 

Public Administration Reforms: Comparison of 14 European Countries," Journal of Comparative Policy 

Analysis: Research and Practice 19, no. 2 (2017); "The Impact of the Fiscal Crisis on Public 

Administration Reforms: Comparison of 14 European Countries,". 
33 Corrales, "Do Economic Crises Contribute to Economic Reform? Argentina and Venezuela in the 

1990s,"; Drazen, "Financial Market Crisis, Financial Market Reform: Why Hasn't Reform Followed 

Crisis,"; Joshua Aizenman and Ilan Noy, "Macroeconomic Adjustment and the History of Crises in Open 

Economies," Journal of International Money and Finance 38 (2013): 43. 
34 Heinemann and Tanz, "The Impact of Trust on Reforms," 175.  Regarding whether less-developed 

counties have greater capacity for reform, also see: Pitlik, "When Do Economic Crises Trigger Economic 

Policy Liberalization?," 19. 
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research of reform on developing countries.  Pitlik contends that crisis is a central idea 

within reform, based on game-theoretic modelling.35  Even so, not all governments take 

advantage of the opportunities crises may afford.  Williamson and Haggard conclude that it 

is important to exploit the situation of a crisis when it arises and to raise its public profile.  

They also insist, however, that policy-makers should act on reform even if a crisis does not 

exist.36 

In sum, the crisis hypothesis constitutes a ‘new orthodoxy’,37 and runs through the political 

economy literature,38 because ‘it is from crisis-induced political ferment that fundamental 

policy transformations often arise.’39  A crisis has the potential to overcome the power of 

vested interests and break down the resistant, common, wars of attrition that exist between 

groups.  A crisis also opens a window of opportunity for change, a situation often only 

available early in the term of a new government.40  As Pitlik argues, ‘you never want a 

serious crisis to go to waste’.41 

                                                                                                                                                 

35 "Are Less Constrained Governments Really More Successful in Executing Market-Oriented Policy 

Changes?," 2.  Pitlik reviewed the literature about the crisis hypothesis and points to these works that 

argue in support of the thesis: Drazen and Easterly, "Do Crises Induce Reform?  Simple Empirical Tests 

of Conventional Wisdom,"; Pitlik and Wirth, "Do Crises Promote the Extent of Economic 

Liberalization?: An Empirical Test,"; Heinemann, "Explaining Blockades to Beneficial Policy Reforms,"; 

T. Helbling, H. Dalia, and X. Debrun, "Fostering Structural Reforms in Industrial Countries," in World 

Economic Outlook 2004 (Washington, D.C.: International Monetary Fund, 2004); Abiad and Mody, 

"Financial Reform: What Shakes It?  What Shapes It?,"; Høj et al., "An Empirical Investigaton of 

Political Economy Factors Behind Structural Reforms in OECD Countries,"; Pitlik, "A Race to 

Liberalization?  Diffusion of Economic Policy Reform Among OECD-Economies,". 
36 Williamson and Haggard, "The Political Conditions for Economic Reform," 593. 
37 Drazen and Easterly, "Do Crises Induce Reform?  Simple Empirical Tests of Conventional Wisdom," 

129. 
38 Rodrik, "Understanding Economic Policy Reform," 26. 
39 Mulgan, Japan’s Failed Revolution: Koizumi and the Politics of Economic Reform, 12. 
40 Stephan Haggard and Steven B. Webb, "Introduction," in Voting for Reform: Democracy, Political 

Liberalization, and Economic Adjustment, ed. Stephan Haggard and Stephen B Webb (New York: 

Oxford University Press, 1994), 8.  For evidence supporting this argument in subsequent research, for 

example, see: Lora and Olivera, "What Makes Reforms Likely: Political Economy Determinants of 

Reforms in Latin America," 130.  This touches on other reform variables, such as a political honeymoon 

and a solid political base. 
41 Pitlik, Heinemann, and Schweickert, "Overcoming Reform Resistance and Political Implementation of 

Large-Scale Welfare State Reforms," 11.  For an almost identical statement, see: 't Hart, "Epilogue: Rules 

for Reformers," 598.  Drazen, "Financial Market Crisis, Financial Market Reform: Why Hasn't Reform 

Followed Crisis," 2.  Drazen quotes from Rahm Emanual (President Obama’s Chief of Staff).  When 

speaking in the wake of the global financial crisis, Emanual said, ‘you never want a serious crisis to go to 

waste … it’s an opportunity to do things you could not do before.’  Also see: Tommasi and Velasco, 

"Where are we in the Political Economy of Reform?," 197. 
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External help 

External help includes what the scholars described as ‘strong external support’, including 

both foreign aid and intellectual help.42  Williamson and Haggard conclude that external 

help was not relevant for wealthier countries such as Australia and New Zealand.43    

Australia is a donor of foreign aid, not a recipient of ‘official development assistance’.44 

External help as a concept, however, is something more than financial.  It has always 

included the sharing of ideas, trends and even fads, across geographic borders, political 

boundaries and ideologies. 

There is increasing awareness of the role of ideas and their power to transfer knowledge 

and influence change.  Williamson acknowledged, ‘the simultaneous application across 

countries of similar reform models suggested a common international transmission 

mechanism of ideas.’45  Fidrmuc and Karaja assert that ‘reform waves’ occur across the 

world, ‘driven by informational spillovers’.46  An important finding in their study is that 

utilising learning from reform experiences elsewhere assists to reduce local uncertainty 

about outcomes of reform.  Given uncertainty in the community is detrimental to reform, 

the effective use and explanation of transmitted ideas becomes an important instrument of 

change for a would-be reformer. 

Ideas of influence come from a variety of sources, in part emerging from international 

financial institutions and foreign governments.’47  For example, international influences for 

policy change develop in various ways, including from: 

                                                                                                                                                 

42 Williamson and Haggard, "The Political Conditions for Economic Reform," 565. 
43 "The Political Conditions for Economic Reform," 565-67 
44 Australia is a member of the OECD’s 29 member Development Assistance Committee.  The bulk of 

assistance to developing nations comes from these member states and although the OECD welcomed a 

general rise in contributions from these countries, Australia was one of a number of wealthy countries 

that reduced its foreign aid contributions, see: OECD, "Aid to Developing Countries Rebounds in 2013 to 

Reach an All-Time High," (Paris: OECD Publishing, 2014); "Net Official Development Assistance from 

DAC and other Donors in 2013," (Paris: OECD Publishing, 2014).  Aid from will continue to reduce 

substantially over the years to come.  See: Stephen Howes and Jonathan Pryke, "Biggest Aid Cuts Ever 

Produce Our Least Generous Aid Budget Ever," (Development Policy Centre - ANU, 2014). 
45 Williamson, "Discussion," 46. 
46 Jan Fidrmuc and Elira Karaja, "Uncertainty, Informational Spillovers and Policy Reform: A Gravity 

Model Approach," European Journal of Political Economy 32 (2013): 182. 
47 Williamson, "Discussion," 46. 
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• institutions (e.g. governments, international financial bodies, universities); 

• agreements, treaties and trade bodies, comprising both formal and informal 

trends (e.g. the WTO, bilateral free trade agreements); and 

• general international transference of trends and ideas (e.g. in the closing 

years of the twentieth century, the widespread growth of economical 

liberalism). 

For these reasons I argue for a wider definition of ‘external help’, which accommodates the 

modern, globalising nature of ideas. When considering issues surrounding reform, it is 

important not to underestimate the effects of international intellectual influences and 

‘informational spillovers’ from elsewhere.48  Take, for example, the pressing problem of 

climate change.  In a more traditional sense influences from international think tanks, 

organisations such as the World Bank,49 the IMF50 and the United Nations51 are playing 

their part to raise consciousness of the issue and to suggest policy solutions to halt the 

advance of global warming. 

External help has also assisted to develop a local role for economists and associated 

disciplines over the last half century.  Before the 1960s, economists were uncommon and 

                                                                                                                                                 

48 Fidrmuc and Karaja, "Uncertainty, Informational Spillovers and Policy Reform: A Gravity Model 

Approach," 183. 
49 The World Bank has committed substantial time to the issue of climate change.  It has developed its 

own online section devoted to the issue (see http://www.worldbank.org/en/topic/climatechange).  An 

example of its work includes the series entitled, Turn Down the Heat.  Developed in the last few years, 

the series of reports utilises data from the Potsdam Institute for Climate Impact Research and Climate 

Analytics to provide snapshots of information about climate change.  The research and data sections of 

the World Bank’s climate change page encompass a variety of materials, including regional climate 

change research and reports on climate change program efficacy. 
50 The IMF has prepared a fact sheet containing hyperlinks to its various policies about climate change, 

including issues such as the macroeconomic effects of the phenomenon and the most economically 

efficient manner to reduce emissions.  See: International Monetary Fund, "Climate, Environment, and the 

IMF,"  The most recent notable contribution to this area of the literature from the IMF is: Ian Parry et al., 

Getting Energy Prices Right : From Principle to Practice (Washington D.C.: International Monetary 

Fund, 2014).  
51 The United Nations has an abundance of research, data and advice available through various arms of 

its administration.  Most notably the United Nations Environment Programme (UNEP) and the World 

Meteorological Organization (WMO) created the Intergovernmental Panel on Climate Change (IPCC), 

which is arguably the preeminent global climate change policy and research body.  All members of the 

United Nations can be members of the IPCC and 195 countries have taken up the opportunity.  See: 

http://www.ipcc.ch/. 

http://www.worldbank.org/en/topic/climatechange
http://www.ipcc.ch/
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not prominent in developing government policy.52  Today (and even in the periods under 

review in this dissertation) it would seem extraordinary to find the absence of the work and 

influences of these disciplines affecting policy outcomes.53 

It is unlikely that any reform occurs without the direct and/or indirect influence of both 

domestic and international experts, technocrats and organisations.  These effects may be 

overt, or more subtle in the direction they provide.  Ideas influence positive change across 

borders, but may also stifle reform, be inappropriate for local circumstances, or simply ill-

considered.54  In an ideal situation there is social learning from policy development and 

policy errors occurring elsewhere.55  This, in turn, improves local policy conception and 

implementation, enhancing the durability of policies of reform.  As Sachs asserted at the 

IIE Conference, ‘the point is that there are few miracles; reforming countries need help, no 

matter how good the reform team.  If you look closely at successes, you will find that help 

was at hand.’56  If economic conditions drive change and the pursuit of reform, it is 

political conditions that provide the will and impetus for would-be reformers to follow the 

difficult path for change. 

3.1.2  Political conditions 

The five elements of this cluster of the conceptual framework are a: honeymoon period; 

solid political base; fragmented and demoralised opposition; social consensus and 

visionary leader.57 
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Honeymoon period 

The honeymoon period variable is based on the electorate’s positive emotive feelings, 

in the aftermath of their election, which provides governments with greater freedom to 

exercise power.58  Williamson’s background briefing paper emphasised the importance 

of new governments acting without delay.59  Roberts and Saeed argue that if ‘big-bang’ 

reform occurs during the honeymoon period (as opposed to a more gradual approach), 

the potential for irreversibility is stronger.60  An electorate is more prepared to give a 

new government political latitude to implement change.  It also allows a new 

administration to impugn the previous government for problems that require policy 

change.61  Electors may give a new government the benefit of the doubt, blaming its 

predecessor for any sacrifices and difficulties.62  If a reform is successful, this may 

assist to compound the honeymoon effects, fostering support from new interests and 

further weakening the arguments of opponents.63  The development of reforms far in 

advance of the next election provides the administration with the opportunity to absorb 

negative transaction costs early in its term.64 

The length of a honeymoon is relative and arbitrary.  Given the duration of most 

election cycles, Abiad and Mody argue the first year is not an unreasonable period.65  

Williamson compared reform that occurred in several periods in US history and 

concluded that a honeymoon might be longer and have a greater scope for change if it 
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follows a deep crisis (e.g. the Great Depression).66  Krueger argues that crisis and the 

honeymoon period are inextricably linked, as new governments often come to power at 

times of crisis.67  This may lead to governments trading further short-term economic 

costs for longer-term political gains, provided policy initiatives are successful.68  Thus, 

new leaders need to demonstrate they understand contemporary challenges and the 

ability to act quickly before reform-resistant groups have an opportunity to reorganise 

after the election.  The honeymoon period also allows a reforming government to form 

connections with those who benefit from changes, well before the next election.69  This 

stage of the electoral cycle also provides possibilities for the new government to frame 

its political narrative. 

According to Grube, ‘democratically elected leaders seeking to propose policy change 

are faced with a difficult question: how can we explain why we are doing this in a way 

that people actually understand?’70  Reform is a difficult and conflict-ridden process.  If 

a narrative fails to convince key actors of the need for reform, a government is likely to 

lose control of the debate and the momentum for change.71  Grube defines a political 

narrative as: 

[A] body of political rhetoric focused on advocating for a particular policy position.  It is 

more than a slogan, but less than a detailed line-by-line defence of everything that might 

be included in a policy.  It is a story – it defines the government and why it is there.  It 

defines policies and why they are necessary.  It has emotional appeal as well as some 

logical coherence.  In short, a political narrative is political rhetoric that tells a story.72 
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Shenhav contends that a ‘formal political narrative’ is one ‘created within an official 

political framework or by political speakers’.73  This means narratives – rhetoric to 

persuade74 – are consciously created by leaders and governments.75  Political narratives 

string events into chains, ‘trying to shape the present in light of lessons learned from the 

past.’76  Political narratives operate at two levels—at the meta-level, presenting a story 

‘about what the government stands for’, and at the specific level of each policy, 

consistent with that meta-narrative.77  During a honeymoon there is a different 

‘communications environment’, making ‘the rhetorical task different – and arguably 

easier.’78 

Sometimes governments do not enjoy a honeymoon period.  Williamson and Haggard 

noted a number of cases where governments did not pursue reform because they were 

unpopular (even straight after their election),79 or became entangled with other 

challenges.80  The effect of political honeymoons on reform is under-developed in the 

literature.  Despite this, scholars such as Rakner, Biglaiser and Brown, Abiad and 

Mody, and Biglaiser and DeRouen Jr found general support for the variable.81  

Challenging the variable, Hoj et al. conclude that only governments that have enjoyed 
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power for some time are likely to actually implement reform, even if they announce it 

earlier.82  Keeler also finds problems with the honeymoon variable, concluding major 

reform during a honeymoon only occurs within a major window of opportunity 

afforded by a landslide electoral victory.83  The strength of a mandate is an important 

consideration.  For Mulgan, ‘the impact of electoral victories can compound the 

honeymoon effect, empowering governments and giving them a strong mandate for 

policy change’.84 

A solid political base 

Williamson and Haggard observed that although a political honeymoon provides a 

government with an opportunity to introduce reform, it needs to act on its program in a 

practical way.85  A government requires ‘a ‘solid base of legislative support’, in order to 

reinforce change.86  A solid political base used in this context denotes a strong 

parliamentary majority for a ruling, reformist government, referred to by some as a strong 

‘mandate’ for change.87  Supporters of this variable argue the larger the majority a 

government holds, ‘the stronger the base on which to legislate its reform program.’88  This, 

in turn, assists it to overcome the status quo bias.89  From their analysis, Williamson and 

Haggard affirmed strong support for this variable.90  However, others highlight cases where 

a solid base was not necessary to consolidate reforms, and others where governments 

squandered opportunities.91  They suggested the crux of the variable lies in the utility of a 
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numerical advantage for a government to pass legislation in support of reform.92  

Numerical superiority is the ‘practical advantage’ of a solid base.  This aspect is 

particularly important in systems where there are genuine coalition, or minority 

governments, that might require constant policy compromise. 

Fom the neo-state literature perspective, the state earns its legitimacy through its work with 

key actors in society.93  There is a relationship between the executive’s need to lead 

autonomously and the consent of those being led.94  Key stakeholders and leaders within 

government enjoy autonomy allowing the possibilities to develop networks, and to promote 

strategies that may enhance the legitimacy of policy change.95  An effective relational 

capacity of this type has the two-fold effects of increasing democratic participation and 

increasing the political power of stakeholders.96  These relationships within civil society are 

likely to be more important in countries such as Australia, which has relatively fragmented 

institutional capacities of the state.97  The relational capacity has potential to change 

emphasis as the collapse of traditional party allegiances develops,98 meaning there are 

direct effects on voting behaviour within the electorate and a government’s capacity to earn 

a solid political base. 
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Some large data studies examining the link between election landslide victories and the 

pursuit of reform have produced some interesting findings.  Keeler argues for a relationship 

between the two issues, following ‘a shift in national mood.’99  However, the opportunity 

for reform only arises with the opening of a ‘macro-window’, available with a major crisis 

and a landslide election victory.100  Steger even contends a landslide victory is not a 

sufficient (or even likely) condition for reform.101  Yet, he does agree with Keeler that 

reformers require a ‘macro–policy window’ if reform is ever to occur.102  Other scholars, 

such as Pitlik, have not found empirical evidence to support the variable.103 

The ‘mandate’ dimension is also important.  Williamson emphasised it as a ‘rival’ to the 

crisis hypothesis.  Governments may seek election on a program for change, thereby 

gaining a ‘mandate’ to implement policies.104  In ideal conditions, this would be the 

practice for all politicians.105  Even if this is the case, the question is whether it is possible 

to assume that citizens underwrite the entire (or any particular) policy programs of a 

government at an election.106  Positivist critics argue that because a voter elects a particular 

representative does not necessarily mean they endorse all of that candidate’s policies.  

Normative opponents agree about the limited nature of mandates, but argue governments 

are not bound by them in any case.107  Indeed, the concept is often used in ways that are 

spurious, amorphous and indeterminate, used to justify change, or to deny reform 

legitimacy.108 
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A final aspect of a solid base is that it may embolden a government to introduce reforms it 

earlier lacked the political resolve to undertake.109  Though particular policy responses are 

not always forthcoming, following a large electoral victory, ‘unusually dramatic results do 

tend to create conditions under which a government may or even must legislate major 

policy changes.’110  This is especially the case if a government has presented the electorate 

with particular reforms in its platform. 

A fragmented and demoralised opposition 

Reform is often assumed to face an easier path when the opposition is ‘discredited and 

disorganized, or repressed’; or to put it another way is a fragmented and demoralised 

opposition.111  Williamson and Haggard viewed this situation as an opportunity for a 

government to compensate for a weak political base and to create a foundation for 

successfully undertaking reform, even when the changes are likely to be unpopular.112  

A fragmented opposition may allow a reformist government to utilise a political void to 

move ‘further and faster’ with reform.113 

A fragmented opposition can be the result of multi-party coalitions that fracture, meld 

and move with changing political conditions or simply of political defeat.  As former 

Australian Prime Minister Sir Robert Menzies once quipped, ‘it is a political fact, well 

known in all parliamentary democracies, that defeat, unless it is defeat by very narrow 

margin, tends to disunite the defeated.’114  Conversely, a well organised opposition 

enjoys potential to act as a pivot point for reform resistance.115  Such an opposition may 

compete with the government, seeking support from undecided and disgruntled 
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opponents of reform.  At times the opposition may even attract those who normally in 

most senses identify with the government in power.116 

Williamson and Haggard concluded from the country papers that the fragmented 

opposition variable was usually valid in democratic countries.117  This was the case in 

countries such as New Zealand, Poland, Portugal and Spain.  Australia was a country 

that ‘perhaps’ qualified during the relevant period as well.  Weaker, fragmented 

opposition may allow governments to introduce reforms that are neither popular, nor 

appropriate.  In the 1980s, for example, several Latin-American countries pursued 

policies associated with Consensus principles.  Even though the policies were failing in 

Argentina and Brazil where substantial opposition existed, the fragmented nature of 

opposition allowed governments the political capacity to introduce further reforms.118  

In Colombia, the government faced a fully functioning opposition, but was nevertheless 

able to introduce a program of reform.  The opposition was electorally weak in Peru, 

but the government lacked the confidence to follow a required path to reform.  An 

example of a non-democratic country of the period that exploited a weak opposition 

was Russia. 

Although a weak opposition potentially assists a government to conduct reform, ‘the 

more vital factor is the existence of a coherent and determined government with 

adequate political support.’119  A government united during a reform process is more 

likely to successfully introduce its program,120 because an astute political opponent can 

exploit internal government disunity, particularly when it results in mixed messages.  

For Tompson, government cohesion is more important in pursuing and implementing 
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policy than other factors, such as the strength or unity of opposition parties, or the 

government’s political base.121 

A social consensus 

Williamson and Haggard included social consensus in support of reform as another 

element of the political conditions cluster.  Such support not only makes reform 

possible but also durable.122  The evidence emerging from the conference case studies 

on the significance of a social consensus was somewhat mixed.  Although supported by 

the Australian experience, the Hawke government built a pro-reform consensus over 

time as the government revealed more ‘essential’ reforms to the community.123  Other 

cases were far less clear-cut.124  For example, it was not present in Chile, Korea, New 

Zealand or Turkey.  In New Zealand there was widespread agreement concerning the 

need for change, but not in a detailed sense.  Indonesia utilised a top-down approach 

under the rule of Suharto, while pursuing consensus.  Brazil and Peru had no consensus 

for change and deep divisions existed within those countries.  Conversely, governments 

aimed for consensus to some extent and achieved it in Australia, Mexico, Poland, 

Portugal and Spain. 

Castanheira et al. argue that social consensus is an alternative method for reformers to 

support change when there is no solid political base or there is strong opposition.125  

Sachs is less convinced.  He argues that although some reformers succeed because they 

build consensus, this is ‘mostly not the case.’126  For Sachs, crisis leads to a lack of 

consensus, to confusion and fear in the community, until it becomes incapable of 

noticing an efficacious program.127  According to Dee, this ‘rather patronizing and 

dismissive view of the general polity’ reflects the general view of most economists; one 
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often hidden from public view.128  Some scholars argue the secret of democracy and 

policy development lies more in a competitive process, than a consensual one.129  The 

adversarial nature of oppositional political forces then leads to dynamism.130 

Others such as Przeworski argue strongly for building consensus.  For him, a ‘big-bang’ 

approach to reform is destructive to democracy.  It increases the likelihood of mistakes 

in economic policy and reduces the durability of programs.131  The impact of sudden 

reform in Eastern Europe after the collapse of communist regimes influenced 

Przeworski in his thinking.  As Ardito-Barletta argues, reaction to crises may risk 

political capital, meaning ‘a gradual evolutionary change process is prescribed.’132  Not 

only does it allow governments to manage opposition to reform using: the technical 

skills of staff; the strength of a mandate; the control of the agenda; and the extant 

circumstances, it also enables them to build a consensus utilising coalitions in the 

community to support the resilience of the reform program.133  The World Bank 

concurs, arguing that countries that were moving from controlled to market economies 

would not sustain those changes, without broad political and social consensus.134 

The problem with this stance is that it presumes that a government has time to build a 

consensus prior to embarking on reform.  Sometimes due to the normal obstacles to 

change, consensus is just not possible ex ante and instead becomes a challenge for 

governments ex post.   Sometimes governments must implement reform regardless of 

whether a social consensus exists.  This may be out of necessity (e.g. a crisis) or 
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because a window of opportunity opens that is too attractive to resist.  If the program is 

successful, social consensus may follow.135  Yet, as Williamson and Haggard point out, 

‘if they fail, no amount of prior social consensus will save them from being cast 

aside.’136 

Visionary leadership137 

According to Tompson, ‘leadership is critical’ for conceiving, implementing and sustaining 

reform and leaders need to project vision.138  Williamson and Haggard do not contend that 

great vision is always required in instances of reform, but that it is normally associated with 

real change.139  From their review of the cases in their study, they concluded: 

[M]ost of the cases of successful reform in our sample did involve strong leadership 

from executives with strong commitment, a vision of where they would like their 

countries to go (even if this was not always combined with any sense of how to get 

there), and a willingness to take risks.140 (emphasis added) 

The scholars identified four important characteristics of visionary political leadership 

(VPL): strength; strong commitment; an agenda based on a vision; and a willingness to 

take risks.141  I utilise these four factors in the case studies to frame the discussions 
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141 Dror developed this three word term and abbreviation.  See: Yehezkel Dror, "Visionary Political 

Leadership: On Improving a Risky Requisite," International Political Science Review / Revue 

internationale de science politique 9, no. 1 (1988).  Although VPL is important, no comprehensive theory 
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about visionary leadership in regard to each reform decision, with a strong emphasis on 

vision. 

A deficit in the scholarship requires a wider search to understand the qualities of an 

effective political leader.  Libraries maintain shelves dedicated to the subject of 

leadership, yet political leadership occupies little space on them.142  According to Kane 

and Patapan, this ‘constitutes a sort of permanent blind spot’, also reflected in the 

subject not being a major or even minor theme in university teaching.143  Although this 

situation is changing, scholars have been prone to write about leadership in general 

terms, rather than specifically in relation to politics.144  A ‘leadership craze’ has 

emerged, fuelling a seemingly inexhaustible supply and demand of books about 

leadership, leading to bland conceptual repetition.145  Past scholarship on political 

leadership has tended to concentrate on narrative biographies, which acted as substitutes 

for theoretical analysis of empirical evidence, so common in other aspects of political 
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Messick and Roderick M. Kramer (Mahwah: Lawrence Erlbaum, 2005), 30. 
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science.146  According to Peele, mainstream political scientists have been antipathetic to 

the study of leadership.147 

The defining characteristics of a leader are more often presumed, than considered.  The 

concept also suffers from a weight of countless descriptions that are difficult to 

reconcile.  In 1959, Bennis observed ‘the concept of leadership eludes us or turns up in 

another form to taunt us again with its slipperiness and complexity.148  There is still no 

generally accepted definition of leadership,149 and there are as many characterisations 

within the literature as there are authors defining it.150  Nye reviewed hundreds of 

definitions of leadership and concluded that while it is a ‘hot’ word, it ‘has come to 

mean all things to all people’.151  A reason offered for the plentiful nature of definitions 

is its context-dependent nature.152  The result is that it is necessary to identify the 

qualities of an effective leader, rather than trying to define the concept itself. 

In 1978, Burns published his influential and simply entitled work, Leadership, which 

has become a cornerstone and ‘an intellectual breakthrough in the study of political 

leadership.’153  For Burns, ‘leadership over human beings is exercised when persons 
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Contemporary Democracies," Parliamentary Affairs 54, no. 1 (2001). 
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Applications (New York: The Free Press, 1990), 11. 
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with certain motives and purposes mobilize, in competition or conflict with others, 

institutional, political, psychological, and other resources so as to arouse, engage and 

satisfy the motives of followers.’154  Burns represents leadership as a two-way 

exchange, a symbiotic relationship of reliance.155 

Burns also champions the concepts of transactional and transforming leadership, 

emphasising that most leaders are transactional, in that they ‘approach followers with an 

eye to exchanging one thing for another: jobs for votes, or subsidies for campaign 

contributions.’156  It stems from a practical give-and-take relationship.157  He contrasts that 

with the transforming leader, who is more complex and potent and: 

Recognizes and exploits an existing need or demand of a potential follower … looks for 

potential motives in followers … seeks to satisfy higher needs … a relationship of  

mutual  stimulation  and  elevation  that  converts  followers  into  leaders  and  may 

convert  leaders  into  moral  agents.158 

Higgs links visionary leadership to the ‘transformational leadership model’ that has 

dominated the literature over the last few decades.159  Judge and Piccolo completed a meta-

study examining leadership research conducted between 1887 and 2003.160  As a result they 
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Analytic Test of Their Relative Validity," Journal of Applied Psychology 89, no. 5 (2004).  They identify 

four dimensions of transformational leadership – charisma or idealised influence; inspirational 
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conclude there is general support for the effectiveness of transformational leadership across 

situations.  Yet, in practical political terms, an effective, visionary leader does not exhibit 

transformational qualities alone. 

Providing a middle path, Bass emphasises how leaders of change do not operate at extreme 

ends of a continuum of transformational and transactional leadership.  Instead, the most 

effective leaders are those displaying characteristics of both varieties.161  Positive change 

can only occur when a pragmatic, visionary leader emerges, able to exploit the qualities of 

both styles to achieve reform.  Burns also acknowledges reform needs the qualities of a 

shrewd and pragmatic transactional leader,162 but also one who can bring disparate groups 

together, qualities attributed more often to a transformational leader.163  Such a leader, for 

Burns, is ‘both a lion and a fox.’164  He further reasons that ‘reform is ever poised between 

the transforming and the transactional—transforming in spirit and posture, transactional in 

process and results.’165  Leaders balancing demands in a democracy need to use bargain and 

transaction, ‘hard, cold tit-for-tat tradeoffs—but within a context of goals, purposes and 

objectives.’166  Rotburg argues leaders affect how a government performs and leaders who 

earn legitimacy by projecting integrity, ethics, morals and intellectual honesty are far more 

likely to succeed in establishing their vision within a successful government.167 
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transactional and transformational leadership, see: Kenneth Patrick Ruscio, The Leadership Dilemma in 

Modern Democracy (Cheltenham: Edward Elgar, 2004), 9-10. 
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It is only by understanding the inextricable link between the ideas that inspire the leader 

and the vision they project and pursue, that researchers and would-be reformers can 

gain deeper insight into the political economy of reform.   Implicit in this, is a leader’s 

ability to inspire support, implement policy, and maintain their vision.  Vision is 

significant because it provides direction and can help overcome a lack of public support 

and outright opposition.168  Given the centrality of vision, this following section will 

explore the meaning of political vision and summarise the qualities of effective political 

leadership.  Vision is pivotal to successful, contemporary political leadership. 

Vision is an articulation of an idealised future and an essential element for developing 

high quality leadership.169  It also denotes an impression of the future embracing values, 

identities and the purposes of followers.170  According to Conger, the greater the gap 

between the vision and the status quo, the greater the likelihood others will view the 

leader as having an extraordinary vision, rather than just another goal.171  Despite its 

prevalence, vision is also yet to have an agreed definition that fully encompasses its 

relative attributes in different situations.172  Williamson argues vision is potentially 

exhibited by ‘a political leadership with an adequately long time horizon’,173 not unduly 

concerned about being re-elected.174 

Vision is most effective when it is simple; idealistic; portraying a picture for a desirable 

future; appealing to values; easy to explain; but, at the same time, attainable.175  These 
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prescriptions for idealised actions provide a framework for a leader to set realisable 

goals,176 and help followers to conceive a different world. 177  The result is that a leader 

demonstrates vision in their policy choices (and those of their government), and also in 

their behaviour to realise those goals.  An effective reformer understands ‘visionary 

realism’, so they can transform the status quo and turn ‘vision into action.’178  They 

accept realistic opportunities for change, avoid becoming a destructive force, and ignore 

practical and normative constraints.179  It is the quality of their judgment that ‘will help 

determine when and how it is appropriate to present a bold new strategic vision’.180  As 

Burns urges, the visionary leader is creative and ‘no one is more arresting than the 

person who breaks through his [sic] confining environment, overcomes all obstacles, 

and changes how the rest of us perceive, think, and act.’181 

Wallis argues that in assessing whether a leader is visionary, we need to consider trait 

theories of leadership.  Trait theory distinguishes what inherently sets one leader apart 

from another, rather than just how they react to situations.182  Trait theories describe 

attributes of what we might define as the supply aspects of leadership.  Dror emphasises 

                                                                                                                                                 

entrepreneur promoting change, see: Pitlik, "Are Less Constrained Governments Really More Successful 

in Executing Market-Oriented Policy Changes?," 1, 10-14. 
176 Michael D. Mumford and Jill M. Strange, "Vision and Mental Models: The Case of Charismatic and 

Ideological Leadership," in Charismatic and Transformational Leadership: The Road Ahead, ed. B. J. 

Avolio and F. J. Yammarino (Bingley: Emerald Group, 2013), 129.  Strange and Mumford reviewed the 

literature and assert vision influences followers through five mechanisms: (1) specifies direction and 

purpose; (2) organises action around a set of future goals; (3) allows people to coordinate and integrate 

activities; (5)  and when institutionalised it can become the basis of organisational norms and structures, 

see: Jill M. Strange and Michael D. Mumford, "The Origins of Vision: Charismatic Versus Ideological 

Leadership," The Leadership Quarterly 13, no. 4 (2002): 344. 
177 Joel S. Migdal, "Vision and Practice: The Leader, the State, and the Transformation of Society," 

International Political Science Review / Revue internationale de science politique 9, no. 1 (1988): 23; 

Nanus, Visionary Leadership: Creating a Compelling Sense of Direction for Your Organization, 3; 

Sheldon S. Wolin, Politics and Vision: Continuity and Innovation in Western Political Thought 

(Princeton: Princeton University Press, 2009), 609. 
178 W. Bennis, "Leadership  Transforms  Vision into Action," Industry Week  (1982): 54, cited in: 

Michael Keren, "Introduction," International Political Science Review / Revue internationale de science 

politique 9, no. 1 (1988): 5. 
179 "Introduction," 5. 
180 Nannerl O. Keohane, "On Leadership," Perspectives on Politics 3, no. 4 (2005): 714. 
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the demand side and points to situational characteristics.183  According to him, 

leadership is, ‘basic human needs combined with political processes and societal 

requirements [that] periodically make visionary political leadership (VPL) unavoidable 

and functionally necessary.’184 

Dror identifies three main risks with visionary political leadership.  First, there may be 

difficulties differentiating between the genuine visionary leader and one who uses the 

rhetoric of visionary leadership to gain power.185  Second, there may be malignant visions, 

with the obvious example of Hitler and the Nazi Party.186  Hitler was a visionary for some 

people, even if it was a perverted and distorted vision for the rest of the world.187  Third, 

there is a risk that leaders will propose impractical, utopian visions.188  Inappropriate or 

unattainable goals are as damaging for reform, trust and confidence, as none at all.189  

Leaders need to be conscious of their abilities and circumstances,190 accepting the political 

and social structures within which they operate, pursuing possible policy compromises and 

understanding institutional resistance.191 

3.1.3 Role of ideas 

As indicated earlier, Williamson and Haggard did not include the role of ideas in their 

conceptual framework.  The economist Anne Krueger pointed out at the IIE Conference 

that ideas ‘were a critical conditioning circumstance’.192  Krueger’s perspective took into 
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Page 75 

 

account the power of ideas to secure and maintain dominant economic paradigms and how 

emerging ideas might inspire change in the actions of would-be reformers. At the time of 

the conference, economic ideas from the 1950s and 1960s continued to influence the 

professional consensus, in the face of emerging views that these established ideas had 

condoned practices that had led to inefficiencies.193 

Ideas lie at the heart of political change and shape the policy choices of political leaders.  

People group ideas into frameworks of ideas, standards, goals and methods of policy 

development and achievement.  Scholars call these frameworks, paradigms.  Examining a 

policy paradigm is important to understand how ideas drive reform, particularly when new 

paradigms replace existing ones.  A change in paradigm holds potential for enhancing the 

prospects of policy program success and durability, especially when the paradigm attracts 

positive emotional attachment (or valence) in the community. 

This section of the chapter introduces a framework for interpreting the role of ideas, 

paradigms and paradigm change, which is used later in the case studies.  It also analyses the 

concept of policy windows, which provide opportunities to introduce reform.  Finally, the 

section examines the role of valence plays in policy durability.  These elements influence 

the durability and acceptance of a reform, and have the potential to create new institutional 

and cultural norms. 

Ideas, social learning and the paradigms that frame policy 

Blyth argued in the 1990s that political economy was neglecting ideas as causal factors in 

policy change.194  For most of the post Second World War period the role of ideas was, 

‘appreciated more by the newspaper reader than by the average political scientist or 

sociologist’.195  Political economists too often forgot that ideas are ‘a driving force in 
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human progress’.196  However, in subsequent years, a body of literature developed 

recognising how the ideas of key policy actors develop into political outcomes.197 

Ideas affect the way policy actors view their interests and the political and social 

environment in which they operate.  New ideas are important because they potentially 

inspire a leader, shape a reform program and provide the vigour for a leader to prosecute 

the case for change.  Importantly, ‘the study of ideas offers a comprehensive and cohesive 

focus for political analysis’.198  Not all ideas are important, however, and actors in power 

need to choose from them,199 promote them and provide them with legitimacy.  Thus, 

according to Daigneault, the question is no longer whether ideas matter in politics, but how 

they affect it.200  This is simply because ‘ideas are abundant in political life’.201 

Ideas consist of ‘claims about descriptions of the world, causal relationships, or the 

normative legitimacy of certain actions’.202  Emmerij, Jolly and Weiss explain how ideas 

are both normative (broad and general about how the world should be) and causal 

(concerning operational motives, strategies and tactics).203  They are products of cognition, 

reflecting connections between people and the world.  Therefore, they assist to define 

problems, providing a guide for action in the form of policy choices and solutions, even 

acting as weapons of discourse.204 
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Scholarship about the role of the state took up the question of how ideas matter in policy 

development and change.  For years, various analytical frameworks such as pluralism, 

behaviouralism and Marxism dominated discussions examining political behaviour.  These 

saw the state as a mere vehicle rather than an actor in its own right.  During the 1980s and 

early 1990s new studies emerged, devoted to re-examining the role of the state and the role 

of ideas in transforming policy.205  Neo-state-theorists argued the state and its institutions 

are not simply a ‘transmission belt’ for socio-economic forces, instead themselves capable 

of influencing political outcomes.206 

In an important contribution, Hall considered what motivates the state to act.207  Hall’s 

theory of policy paradigms remains one of the leading accounts of how durable policy 
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change occurs.208  Hall premised his work by asking two questions.209  First, ‘what 

motivates the actions of the state, if it is not the factors previously identified by pluralist 

analysis?’, and second, ‘how are we to conceive of the policy process if not as a response to 

societal pressure?’  In posing these questions he realised the statist literature was prompting 

the development of a concept he called, ‘policymaking as social learning’.  Social learning 

builds as ideas in political life influence political outcomes, guided by actors who interpret 

past and present events and screen information to seek meaning.210 

Hall contended it is necessary to disaggregate the processes of social learning and in doing 

so, he reasoned policymakers work within a policy paradigm.211  Hall argued that: 

Policymakers customarily work within a framework of ideas and standards that specifies 

not only the goals of policy and the kind of instruments that can be used to attain them, 

but also the very nature of the problems they are meant to be addressing.212 

This ‘framework of ideas and standards’, is a policy paradigm.  Hall claimed paradigms can 

be the subject of three orders of change.213  First order change involves simple adjustments 

to current policy settings or instruments.  Second order change utilises new types of policy 

instruments, while underlying goals remain the same.  Third order change encompasses the 

adaptation of goals and the instruments to achieve them and the development of new 

interpretive frameworks.  In other words, a paradigm shift.  This process, Hall argued, was 

similar to the ‘Kuhnian image of scientific progress’.214  First order change shows features 

                                                                                                                                                 

208 Grace Darlene Skogstad and V. Schmidt, "Introduction: Policy Paradigms, Transnationalism, and 

Domestic Politics," in Policy Paradigms, Transnationalism, and Domestic Politics: Studies in 

Comparative Political Economy and Public Policy, ed. Grace Darlene Skogstad (Toronto: University of 

Toronto Press, 2011). 
209 "Policy Paradigms, Social Learning, and the State: The Case of Economic Policymaking in Britain," 

275. 
210 Berman, "Ideational Theorizing in the Social Sciences Since “Policy Paradigms, Social Learning, and 

the State”," 220. 
211 "Policy Paradigms, Social Learning, and the State: The Case of Economic Policymaking in Britain," 

276. 
212 Hall, "Policy Paradigms, Social Learning, and the State: The Case of Economic Policymaking in 

Britain," 279. 
213 "Policy Paradigms, Social Learning, and the State: The Case of Economic Policymaking in Britain," 

279-80. 
214 "Policy Paradigms, Social Learning, and the State: The Case of Economic Policymaking in Britain," 

280.  See: Thomas Kuhn, The Structure of Scientific Revolutions (Chicago: University of Chicago Press, 

1962). 
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of ‘incrementalism’, ‘satisficing’ and routine decision-making, with second order 

adjustment moving just a step beyond these principles.  Third order change is analogous to 

Kuhnian thinking in that, ‘change is likely to involve the accumulation of anomalies, 

experimentations with new forms of policy, and policy failures precipitating a shift in the 

locus of authority over policy and [the initiation] of a wider connect between competing 

paradigms’.215  Contrary evidence over time can lead to the adaptation and wholesale 

change of policy paradigms.216 

Following the publication of Hall’s ‘Policy Paradigms’, scholars focussed largely on how 

ideas and discourse affect paradigm shifts.217  By analysing the nature of paradigm change 

it is possible to determine whether certain ideas have permeated the policy-making process 

and have become significant in the community.  The emphasis of the work in this area 

progressed from state-centrism, to historic institutionalism, then on to discursive 

institutionalism, which is now a distinct subfield of the topic.218  According to the 

ideational perspective, radical change occurs ‘as a proactive effort by political actors to 

reexamine their surroundings, reconsider their positions, and develop fresh new 

approaches’.219 

According to Campbell, there are four kinds of ideas in these circumstances: paradigms, 

public sentiments, programs, and frames.220  Paradigms are in the background as cognitive 

background assumptions that constrain alternatives, whereas public sentiments provide 

                                                                                                                                                 

215 Hall, "Policy Paradigms, Social Learning, and the State: The Case of Economic Policymaking in 

Britain," 280. 
216 Babb, "The Washington Consensus as Transnational Policy Paradigm: Its Origins, Trajectory and 

Likely Successor," 4. 
217 Mark Blyth, Great Transformations: Economic Ideas and Institutional Change in the Twentieth 

Century (Cambridge: Cambridge University Press, 2002); V. A. Schmidt, "Ideas and Discourse in 

Transformational Political Economic Change in Europe," in Policy Paradigms, Transnationalism, and 

Domestic Politics: Studies in Comparative Political Economy and Public Policy, ed. Grace Darlene 

Skogstad (Toronto: University of Toronto Press, 2011); Lasse F. Henriksen, "Economic Models as 

Devices of Policy Change: Policy Paradigms, Paradigm Shift, and Performativity," Regulation & 

Governance 7, no. 4 (2013). 
218 Berman, "Ideational Theorizing in the Social Sciences Since “Policy Paradigms, Social Learning, and 

the State”," 220-23, 233.  An example of the continuing development of the literature, with an 

institutional emphasis is: Vivien A. Schmidt, "Discursive Institutionalism: The Explanatory Power of 

Ideas and Discourse," Annual Review of Political Science 11, no. 1 (2008). 
219 Béland and Cox, "Introduction: Ideas and Politics," 11. 
220 Campbell, "Institutional Analysis and the Role of Ideas in Political Economy," 385. 
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normative background assumptions that constrain the options for change available to elites.  

Programs are policy prescriptions that facilitate action to solve problems and frames 

provide the normative concepts to legitimise their action.  Importantly, ‘paradigms and 

public sentiments are second-order concepts insofar as they constitute the underlying ideas 

upon which the first-order concepts, that is, programs and frames, rest, respectively.’221  

The conclusion is that where paradigmatic ideas constrain the cognitive range of solutions, 

public sentiment restricts the normative range of answers that are politically palatable in the 

circumstances.  Public sentiments are assumptions held by large sections of the general 

public, and are broad-based in attitudes and normative assumptions, but are not necessarily 

‘a coherent, consistent set of issue positions’.222  The result is that policy-makers are 

seemingly restrained with the range of policy solutions available to them,223 apparently 

placing them in political peril if they move beyond accepted boundaries of public 

sentiment.  This can be particularly so during times of great uncertainty, although Campbell 

accepts that policy actors do have leeway and capacity to manipulate public sentiments.224 

Scholars have become increasingly interested in the steps actors take to develop and 

implement their ideas into policy change.225  For example: 

• what is the nature of ideas and how do they rise and fall in popularity?226 

• what role do actors play in the policy process?227 

• how do we classify and quantify the intangible dimensions of the role of 

ideas in the change process?228 

                                                                                                                                                 

221 "Institutional Analysis and the Role of Ideas in Political Economy," 385. 
222 "Institutional Analysis and the Role of Ideas in Political Economy," 392. 
223 "Institutional Analysis and the Role of Ideas in Political Economy," 394. 
224 "Institutional Analysis and the Role of Ideas in Political Economy," 395. 
225 Pierre-Marc Daigneault, "Reassessing the Concept of Policy Paradigm: Aligning Ontology and 

Methodology in Policy Studies," Journal of European Public Policy  (2013): 2.  Daigneault suggests the 

four points that follow are ‘problems’ that have arisen within and because of ideational scholarship. 
226 Lieberman, "Ideas, Institutions, and Political Order: Explaining Political Change,"; John L. Campbell, 

Institutional Change and Globalization (Princeton, N.J.: Princeton University Press, 2004); Berman, 

"Ideational Theorizing in the Social Sciences Since “Policy Paradigms, Social Learning, and the State”,". 
227 Campbell, Institutional Change and Globalization; Carstensen, "Paradigm Man vs. the Bricoleur: 

Bricolage as an Alternative Vision of Agency in Ideational Change,"; Berman, "Ideational Theorizing in 

the Social Sciences Since “Policy Paradigms, Social Learning, and the State”,". 
228 Peter John, "Is There Life After Policy Streams, Advocacy Coalitions, and Punctuations: Using 

Evolutionary Theory to Explain Policy Change?," Policy Studies Journal 31, no. 4 (2003); Craig Parsons, 

How to Map Arguments in Political Science (Oxford ; New York: Oxford University Press, 2007). 
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An important principle underlying the work of Kuhn is the ‘incommensurability thesis’, 

wherein the ideas in one paradigm are incompatible with another.229  Kuhn argued in 1962, 

‘the normal-scientific tradition that emerges from a scientific revolution is not only 

incompatible but often actually incommensurable with that which has gone before.’230  This 

idea was a central concept for Hall to explain radical change.231 

Some scholars are questioning the absolute ‘incommensurable’ nature of Kuhn and Hall’s 

paradigms and arguing for a softer image of them.232  For example, Wilder argues that even 

though the concept of Hall’s policy paradigms is popular with policy scholars, its 

‘consistency with the original Kuhnian model has been accepted without serious 

examination’.233 He further contends that Kuhn’s ideas for the natural sciences have not 

been rigorously tested for their application to the social sciences.234  Wilder goes further, 

arguing: 

The reason paradigms have failed to become better integrated into other theories of the 

policy process is that the concept as it was defined by its architects, Thomas Kuhn and 

Peter Hall, is not sufficiently flexible to be analysed as an explanatory variable in the 

policy sciences.235 

                                                                                                                                                 

229 John Hogan and Michael Howlett, "Reflections on Our Understanding of Policy Paradigms and 

policy Change," in Policy Paradigms in Theory and Practice: Discourses, Ideas and Anomalies in Public 

Policy Dynamics, ed. John Hogan and Michael Howlett (Houndmills: Palgrave Macmillan, 2015), 12. 
230 Kuhn, The Structure of Scientific Revolutions, 103.  The thesis yielded its own body of literature, both 

in support and opposed to it, that is far too detailed to address here. 
231 Sebastiaan Princen and Paul 't Hart, "Putting Policy Paradigms in Their Place," Journal of European 

Public Policy 21, no. 3 (2014): 471. 
232 Matt Wilder, "What Is a Policy Paradigm? Overcoming Epistemological Hurdles in Cross-

Disciplinary Conceptual Adaptation," in Policy Paradigms in Theory and Practice: Discourses, Ideas 

and Anomalies in Public Policy Dynamics, ed. John Hogan and Michael Howlett (Houndmills: Palgrave 
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235 "What Is a Policy Paradigm? Overcoming Epistemological Hurdles in Cross-Disciplinary Conceptual 

Adaptation," 20. 
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As a result, Wilder argues for the reconfiguring of policy paradigms into ‘soft 

paradigms’236 that recognise there are conceptual rigidities with ‘Kuhn’s 

incommensurability thesis.’237 

As detailed below, Hall only recognised paradigm shift when there was ‘significant change’ 

between existing and new paradigms across four factors.  Other scholars have concluded 

that substantial policy change may occur without the strict application of the Kuhnian/Hall 

framework.  For example, Orenstein found second order change may reorient the objectives 

of reform, even if the other elements are not so affected.238  In another example, Oliver and 

Pemberton looked again at British monetary policy, as Hall did before them.  Contrary to 

Hall they found there were consecutive efforts towards paradigm change, that actually only 

led to partial adaptation of new paradigmatic goals.239  These scholars did not reject that 

paradigms exist, just that in the case of British monetary policy reform incommensurability 

did not exist and instead there was overlapping of paradigms in the shift.240 

If scholars moderate the absolute nature of the incommensurability thesis then they may see 

processes of policy progression as more evolutionary, rather than revolutionary, but without 

abandoning Kuhn’s paradigms altogether.241  Baumgartner and Jones with their ‘Punctuated 

Equilibrium Theory’ (PET) also tend towards the evolutionary view of policy 

development.242  According to Jones and Baumgartner, PET grew from their displeasure 

with existing policy process models ‘that emphasized stability, rules, incremental 

adjustment, and “gridlock” whereas we saw policy change as oftentimes disjoint, episodic, 

                                                                                                                                                 

236 "What Is a Policy Paradigm? Overcoming Epistemological Hurdles in Cross-Disciplinary Conceptual 
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and not always predictable.’243  Their theory describes a disjointed and abrupt process of 

policy change, characterised by interspersed long periods of stability.244  The scholars argue 

that policy change occurs more frequently than many theorists consider, and not just as a 

result of elections, for example.  In this view, change is endogenous and can ‘ripple through 

the system’ without the need for direction from the top.245  The result is that the making of 

policy is ‘a continual struggle between the forces of balance and equilibrium, dominated by 

negative feedback processes, and the forces of destabilization and contagion, governed by 

positive feedback processes.’246  In this model of change, decision-makers are subject to 

bounded rationality, and confined by limited attention spans and emotions.247 

Wilder admits that the question of incommensurability and paradigm rigidity remain open 

questions in the literature,248 and that the notion of paradigms is still useful for policy 

scholars, provided they do not ‘retain complete synonymy with Kuhn’s (1962) scientific 

paradigms.’249  This dissertation utilises the ‘traditional’ Kuhnian/Hall approach to assess 

the reforms.  This is substantially because each case study here assesses the ideas that drove 

reform and considers any paradigm change, and few scholars have tried to operationalise 

                                                                                                                                                 

243 Bryan D. Jones and Frank R. Baumgartner, "From There to Here: Punctuated Equilibrium to the 
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Hall’s paradigms beyond his three-order definition.250  One who has done so with a 

framework for analysing ideas, paradigms and paradigm change based on Hall’s work, is 

Daigneault.251 

A framework for analysing the role of ideas and paradigm change 

The case studies in this dissertation utilise a ‘traditional’ Kuhnian/Hall approach, to assess 

each reform to identify important ideas, the existence of paradigms, and whether any shift 

occurred with the pursuit of change.   Few scholars have tried to operationalise Hall’s 

paradigms beyond his three-order definition.252  One who has done so with a framework for 

analysing ideas, paradigms and paradigm change based on Hall’s work, is Daigneault.253  

For Daigneault, some scholars who research paradigm change disregard the cognitive and 

normative ideas of decision-makers, and as a result he warns that the ‘revealed ideas 

strategy’ – a focus on policy outcomes alone – may be misleading.254  He argues that it is 

not safe to make assumptions about the ideas that underlie policy outcomes.255  A 

researcher must trace long-stated ideas and principles of policy actors, and assess their 

effect on policy change.  While ideas are complex, it does not follow they are 

incomprehensible.256 
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Daigneault proposes a framework, to ‘improve the rigour and validity of studies devoted to 

policy paradigms.’257  Although preliminary and open to modification, it provides a starting 

point for ideational inquiry.258  It offers a logical extension of Hall’s analysis, providing a 

method to interpret paradigms by emphasising both the normative and cognitive roles of 

ideas in policy change.  According to Daigneault,259 paradigms possess four fundamental 

dimensions, which constitute his framework for analysis, namely: 

• values, assumptions and principles about the nature of reality, social justice 

and the appropriate role of the State; 

• a conception of the problem that requires public intervention; 

• ideas about which policy ends and objectives policymakers should pursue; 

and 

• ideas about appropriate policy ‘means’ to achieve those ends (i.e. 

implementation principles, type of instruments and their settings). 

(emphasis added) 

The application of the framework provides an opportunity to determine influential ideas, 

social learning and the presence of a paradigm shift. 

In assessing the ideas and paradigms concerning a policy approach it is important to 

recognise that internal coherence is a necessary condition for the existence of a policy 
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paradigm.260  The contents of the four fundamental dimensions must be compatible and 

logically consistent, but they are likely related in other ways.  For example, ideational 

elements often coalesce into paradigms due to their affinity with one another.  Ideational 

values might also have a cascade effect, in that they may extend beyond the more esoteric, 

to dimensions of policy, to actual policy outcomes.  A paradigm shift must involve 

significant changes to the policy equilibrium (qualitative)261 across all four dimensions of 

the policy paradigm (quantitative).262  Those changes to a paradigm, not matter how 

significant, are more likely to occur when a window opens in the policy process, allowing 

innovative change to be proposed. 

The policy window 

Kingdon’s work on agenda-setting and policy considers why governments choose to deal 

with some issues and not others.263  He argues: 

The policy window is an opportunity for advocates of proposals to push their pet 

solutions, or to push attention to their special problems. ... advocates lie in wait in an 

around government with their solutions at hand, waiting for problems to float by to 

which they can attach their solutions, waiting for a development in the political stream 

they can use to their advantage.264 

Kingdon uses the analogy of a space shot, arguing that policy windows are an ‘opportunity 

for a launch.’ 

Policy windows open infrequently and for only a short period of time, yet it is through them 

that the major changes in public policy take place.265  Windows open because of changes in 

the ‘political stream’, or because government officials have their attention drawn to a new 
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problem.266  Most ‘ordinary policymaking’ results from quite undramatic windows opening 

for change; what Keeler calls ‘micro-windows’.  For proper reform to take place the 

‘political and social scene combine to produce ‘macro-windows’ providing sufficient 

opportunity for profound policy innovations across a variety of issue areas.’267 

Windows remain open for a short time.  There may be perceptions a problem no longer 

exists; that events have moved on; that personnel changes have reduced interest in the 

issue; that there is a lack of will to invest further (even though the problem remains); or 

there is the absence of a valid solution.268  The program requires a policy ‘entrepreneur’ 

who lies in wait, ‘coupled’ to their policy solution, anticipating a window to open into 

which they may introduce their answers.269 

Although Hall contends that successful ideas combine policy, political, and administrative 

appeal, Kingdon argues that these ideas succeed when their entrepreneurs link them to a 

problem and political streams.270  Even though Kingdon distinguishes between a policy, a 

problem and political streams, he does not specify a clear hierarchy between them.  In this 

view, according to Wincott, policy change is possible once a link between the three takes 

place.271  Without policy ideas, there can be no ready-made solution for the problem, during 

the window of opportunity272 and there will not be a paradigm shift.  It is important, 

therefore, to consider both the nature of the reform ideas pursued and the policy window of 

opportunity, and the interrelation between them.  Some solutions gain acceptance in the 

community and some do not, perhaps due to a lack of the emotional feeling they engender, 

or valence for the policy reform. 
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Valence 

Originally derived from chemistry, valence describes the way the charge of an electron 

attracts atoms, one to another.  It found a role in other social sciences and more recently in 

public policy.273  Cox and Béland contend policy ideas may generate ‘attractiveness or 

aversiveness’ in the electorate.274  Valence identifies whether ideas will be ‘sticky’,275 

based on their emotional appeal.  This helps to determine their path to success, failure, 

durability, or even paradigmatic status.276  The development of valence requires skilled 

reformers to sense the mood within the community.  Cox and Béland argue that the 

dynamic character of valence manifests itself in four ways:277 

• there is a time expiration factor for ideas—fresh status fades, making them 

less attractive; 

• timeliness of an idea is important—windows create opportunities that both 

open and close;278 

• higher levels of abstraction may increase the intensity of attraction for ideas; 

and   

• ‘policy entrepreneurs’ perform a vital role in both defining ideas and 

legitimating them to others. 

The case studies in this dissertation assess policy valence for each reform, using the four 

point framework raised by Cox and Béland.  Reforms aimed at economic change are 

particularly vulnerable to poor and fluctuating valence.  Another way a would-be reformer 
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might improve the quality of a reform proposal and the prospects of its success is with the 

assistance of an expert, economic team, which may include a policy entrepreneur.  The next 

section of this chapter examines the role of the economic team in detail. 

3.1.4 Economic team 

The two elements of the economic team cluster are a coherent economic team and the 

presence of a technopol279 (‘an economist-turned politician’280). 

Coherent economic team 

Adherents of the coherent economic team variable argue, ‘economic reform requires a 

coherent and united economic team.’281  Nelson argues, ‘the cases of clear [reform] failure 

all traced collapse in large part to divided economic teams.’282  She further adds, ‘a divided 

economic team is . . . liable to lead to indecisive action or to permit political leaders to 

choose the more optimistic interpretation … [A] split team [is] usually associated with 

weak leadership and/or deep divisions within the government.’283  Success also relies on 

access to the ‘instruments of concentrated executive authority’, in order to achieve 

reforms.284  According to Williamson and Haggard, no matter how competent the economic 

team, it requires effective political leadership.285  They found support for this variable in 
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each case of successful reform.286 Yet, a united team is not a necessary condition for 

effective reform as some countries managed successful change without one.287 

When defining this variable, Williamson and Haggard consider it has two distinct aspects.  

Either the team is ‘coherently organized’, or leaders should employ those who provide 

conflicting opinions to foster ‘competing views’ or ‘creative tension’.288  At first glance 

these appear incongruous, but this is not necessarily the case.  A coherent team is one that 

maintains strong relationships, with members focused on tasks and goals.  Relationship 

conflicts within a team are destructive.  However, when members of a group profess 

competing views about the policy content alone, this amounts to ‘task conflict’.  Task 

conflict contributes to better decisions, increases team acceptance of them, and motivates 

members to remain part of the group.289  To be effective the group needs to share ‘a unified 

sense about the possibility, desirability, legitimacy, and appropriateness of a particular 

policy choice.’290  Williamson and Haggard also considered the alternative possibility of 

‘groupthink’.291  They acknowledged, ‘it is also conceivable that a team may be excessively 

cohesive, leaving no one to question plans and to draw attention to downside risks.’292 

Initially, Williamson denoted an economic team to represent ‘the presence in government 

of a team of economists with a common, coherent view of what needed to be done.’293  
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These are professionals appointed by the government to policy advice positions.294  The 

team might include a multitude of disciplines, providing would-be reformers with a ‘menu 

of options’.295  It ‘can comprise a mixture of specialists and generalists with a variety of 

professional backgrounds.’296  Over time, Australian governments have taken to 

commissioning independent advisory reports or appointing ministerial staff in policy-

advice positions.  In principle, any tension between ministerial staff and the public service 

should work to avoid groupthink.  The risk involved with outside advisers, however, is the 

potential that they may not question government ideas due to their unquestioned acceptance 

of government policy, or their feelings of loyalty based on patronage.297  It is a challenging 

task in those circumstances to obtain ‘competing views’ or to stimulate ‘creative 

tension’.298  The leader needs to strike a balance between competing ideas within their 

processes of advice (task conflict) and ensuring there is a united position on the task of 

policy development and implementation.  Ultimately, as Williamson and Haggard 

concluded, ‘the record says pretty plainly that, at least in a reasonably sophisticated 

economy, a good and united team is a precondition for reform to have a chance’.299 

Presence of a technopol 

The presence of a technopol was a circumstance championed by Williamson.  He defined 

technopols as technocrats (people who use technical skills, particularly in economics) who 

wish to further the public interest.  They understand the risks of accepting political 

appointments and the responsibility that creates for them.300  Mulgan describes such a 
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person as, ‘an economist-turned politician.’301  Technocrats and technopols both participate 

in government, they both have professional skills, but only technopols risk election.  

Therefore, the difference lies in ‘the type of positions they hold and the way in which they 

fulfil these roles.’302  Williamson argues the presence of a technopol enhances the 

likelihood of success for a reform program.303  The usual example of a technopol is an 

economist who stands for public office.  This requires a two-fold set of skills.  The first is 

to be an economist with policy ideas to inform successful reform in local conditions.  The 

second is the important attribute of being a successful politician.  As Joignant affirms, ‘this 

competence is at the same time both technical and political’.304  The two attributes are 

difficult to find in practice. 

The classic example in Australian terms was Dr John Hewson.  After obtaining a doctorate 

in economics at John Hopkins University, he worked at the Reserve Bank of Australia.  He 

later advised two conservative Australian treasurers and became a director of Macquarie 

Bank.  Entering politics and becoming federal Coalition leader, he designed a 

comprehensive, radical, economic reform policy called Fightback! 305  However, despite 

these impressive credentials and the breadth of his work, he was unable to withstand the 

political skills and guile of Prime Minister Paul Keating.  Australians re-elected the Keating 

government in 1993 against the political tide of the period, ending Hewson’s political 

career.  In the end Hewson was an economist, not a politician, and not a technopol. 

Williamson and Haggard agreed at the end of the conference that a comprehensive 

definition of a technopol is unlikely,306 partly because of questions about the level of 
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academic training and depth of political involvement necessary to qualify for the definition.  

Relatively few economist-turned politicians inhabit positions of power at any one time.  

This may be because political leaders have an abundant availability of professional advice 

available to them and thus do not need to be an economic specialist, in order to achieve 

reform.  Yet, modern politicians still require at least a working knowledge of economic 

principles, theories and issues.  Williamson and Haggard found technopols were of use in 

reform programs in several democratic countries,307 although this was not the case in 

Australia in the 1980s and 1990s.308  Results in Colombia and New Zealand mirrored the 

Australian experience somewhat, although some key ministers in those countries had 

economic and financial management experience. 

Lindvall examined the role experts play in policy changes in some European countries.309  

In doing so he challenges some of the assumptions inherent in this variable.  He pointed out 

that experts may influence Hall’s second order change involving policy instruments, but are 

less likely to stimulate third order policy change.310  This is because experts tend to possess 

a volume of knowledge and experience within a narrow area of expertise and are not often 

not in a position to consider the wider, practical, political implications of third order 

change.  Politicians bear that responsibility.311  Lindvall argues that ‘if elected politicians 

set overall goals while experts give advice on the selection of instruments, it would seem 

that politicians have simply delegated functions that experts do well.’312 

Joignant completed a detailed study of the role of technopols in Chile from 1990 to 2010.  

He began with two premises.  First, technopols need to have formal economic 
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qualifications and have reached a senior role in government and second, that technopols are 

important when ‘far-reaching economic reforms’ encompassing free-market principles are 

at stake.313  Joignant concluded that a ‘specific strategic elite’ developed in Chile, which 

controlled interactions between resources and appointments, and affected political 

competence.314  He also compared Chile and six other Latin American countries on a 

number of key features of public policies.  On a number of measures including stability, 

adaptability, implementation and enforcement, coordination and coherence, and public 

regard for reform programs, the data shows Chile fared better than the other countries under 

review.315 

3.1.5 The reform program 

Even though background economic conditions and institutional arrangements are important 

for reform, Williamson and Haggard emphasised the design of the reform program.316  The 

variables constituting this cluster of the conceptual framework are: the provision of a 

comprehensive program; the use of voodoo politics; the use of the media; compensation for 

changes resulting from actions of reform; and policy-makers’ actions to accelerate gains to 

winners.317  These last three variables did not figure in the original conference briefing 

paper, but emerged later in the discussion and summary. 

Comprehensive program 

Supporters of the comprehensive program variable argue that, ‘reformers need to design a 

comprehensive program capable of rapid implementation’.318  The comprehensiveness 

means that the various elements can be ‘mutually reinforcing’,319 and rapid implementation 

can prevent reversion to previous approaches, stifle actions of anti-reform coalitions, and 
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allow the government to absorb transition costs in advance of the next election.320  The ex-

Chilean Minister José Piñera suggested this concept to the researchers,321 although he 

accepted many reforms need greater time frames to take effect.322  Williamson and Haggard 

concluded that, it ‘is not simply whether a program is rapid or comprehensive, but whether 

it is appropriate to the needs of the situation.’323  Thus, they acknowledged some 

circumstances require a ‘big bang’, comprehensive approach, others a more considered, 

gradual method.  In such cases, ‘gradual’ implies a clear definition of a goal and a 

deliberate choice of extending the time taken to reach it, to ease the pain of transition.’324 

Subsequent research demonstrates the effectiveness of a more gradual approach to 

economic reform.  Goldfinch extensively reviewed the reform period of the 1980s and 

1990s in Australia and New Zealand and found Australia’s gradual approach to be more 

successful than New Zealand’s ‘big bang’.  He concluded: 

The public acceptance and success of economic restructuring may be more likely to 

occur where change is introduced gradually, with some real attempt to explain, to gain 

support for the changes, and to modify them in the light of resistance and debate.  This 

approach may also generate better policy advice and outcomes.325 

Hartwich explored reform programs of the Key government in New Zealand.  He formed 

similar conclusions to Goldfinch concerning the efficacy of paced reform, and also 

introduced the concept of ‘incremental radicalism’.  Hartwich explains: 

                                                                                                                                                 

320 Japan’s Failed Revolution: Koizumi and the Politics of Economic Reform, 15. 
321 Williamson, "In Search of a Manual for Technopols," 22. 
322 Williamson noted that it is difficult to ‘instantaneously’ implement all reforms, barring perhaps those 

surrounding processes of stabilisation.  He argues other areas around liberalisation and taxation reforms 

need time for preparation and legislation to support them, see "In Search of a Manual for Technopols," 

22-23.  Maybe they also need patience for the electorate to absorb the need for changes as well. 
323 Williamson and Haggard, "The Political Conditions for Economic Reform," 584. 
324 Montek S. Ahluwalia, "Economic Reforms in India Since 1991: Has Gradualism Worked?," The 

Journal of Economic Perspectives 16, no. 3 (2002): 86. 
325 Shaun Goldfinch, Remaking New Zealand and Australian Economic Policy: Ideas, Institutions and 

Policy Communities (Wellington: Victoria University Press, 2000), 215. 



Page 96 

 

The Key government did not try to do everything at once.  It waited until the time was 

right to introduce reforms, and when it did so it introduced these reforms one by one, bit 

by bit.  Only over time did these puzzle pieces come together as a more coherent picture 

of where Key wanted to take his country. … It also became a first step in a technique of 

‘incremental radicalism’, that is ‘the silent introduction of reform that builds into a more 

coherent picture over time.’326 

In his final analysis, Hartwich identified four values that guided the reformist work of Key.  

They are patience, preparation, pragmatism and principle.327 

Hartwich argues that the Key Government showed patience as it, ‘did not try to do 

everything at once.  It waited until the time was right to introduce reforms, and when it did 

so it introduced these reforms one by one, bit by bit.’328  The government demonstrated 

preparation by ensuring it built consensus, ensuring a majority of the electorate understood 

and accepted the need for change.  Key supported consensus by using external working 

groups, various institutions and ‘strong and credible’ government ministers to build 

foundations.329  Key also showed pragmatism, not wasting opportunities even if ‘he could 

not make them perfect’.330  According to Hartwich, ‘even second-best solutions can still be 

perfected over time (which, again, requires preparation and patience).’331  Last, the Key 

government exhibited principles, for ‘as much as principles are often ineffective with 

pragmatism, pragmatism on its own is blind without principles.’ 332  The government held 

clarity about its overall direction, therefore it could be somewhat pragmatic about how it 

achieved each step in the reform process.  As Hartwich argues, ‘there is a world of 

difference, therefore, between pragmatism and ‘muddling through’.’333  I assert there are 

striking similarities between the Hawke/Keating approach and that of Key in recent years. 
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Even the OECD’s Making Reform Happen project found that the more successful reforms 

in OECD countries took several years to prepare and adopt, and even longer to 

implement.334  Conversely those adopted in haste (often as a result of immediate pressures) 

did not survive.  It may be the case that crisis opportunities are more effective when 

utilising policies formulated by entrepreneurs with solutions, waiting for a window of 

opportunity.  The OECD also warns successful reform often takes several attempts to take 

hold.335 

Haggard and Webb concluded that rapid paths to reform sometimes cause problems, but 

not always to failure in the countries under review.336  Older research by Tommasi and 

Velasco reveals some ‘lessons’ about ‘optimal sequencing and speed of economic 

reforms’.337  They are: 

• uncertainty about outcomes makes gradualism less costly; 

• local ‘political rules of the game’ influence the approach—if there are local 

distributive difficulties and interest groups with veto powers, governments 

should bundle reforms for wider appeal;338 

• strategies to introduce changes all at once are more effective when the 

reforms in the program are complementary; 

• mixed evidence exists in favour of the theoretical argument in favour of 

gradualism for reforms; and 

• governments may need to implement reforms all at once and quickly (big 

bang) in order to counter concerns of sceptics.339 

These findings, as with those discussed above, reinforce the need to tailor reform programs 

to meet local conditions.  Even if sourced elsewhere, ideas require adaptation and 

introduction in innovative ways to ensure durability. 
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Williamson and Haggard found that many programs were comprehensive, but not 

necessarily rapidly undertaken.340  More importantly, they could not draw any 

generalisations from the country studies.341  The message from these empirical studies is 

for would-be reformers to be ‘reform-aware’.  They need to take advantage of reform 

opportunities but also to carefully consider the pace of implementation.  Resistance to 

altering the status quo means the community requires time to consider reform and adapt, to 

listen to the government’s narrative, experience results and understand how each ‘puzzle 

piece’ fits into ‘a more coherent picture’.  Also, reform programs always need to be 

‘appropriate to the need’. 342 

Voodoo politics 

Reform is never easy to achieve and those supporting the voodoo politics variable argue 

some politicians hide their intentions, until after they win an election.  If they revealed their 

true objectives, it is possible that the electorate would not have voted for them.343  

Williamson and Haggard asserted that in a Machiavellian style, some politicians proclaim 

they can deal with economic difficulties without causing pain, only revealing ‘their true 

intentions after they have won office, taking the public by surprise.’344  A newly elected 

government can justify unheralded changes by blaming the previous administration—the 

old government, they can argue, misinformed everyone about the true state of affairs.345  

Impugning predecessors allows a new administration to frame its reform narrative.346  

Williamson and Haggard noted an inherent contradiction in the variable.  Some observers 

argue a government is only entitled to conduct reform when it receives a mandate to do 
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so.347  It follows if they win the election without declaring their intentions, the mandate 

does not exist. 

Voodoo politics is a concept referred to in detail by Przeworski,348 who takes a more 

extreme view than Williamson and Haggard.  Przeworski depicts political systems as 

decaying, warning of a cycle of unrealised dreams of reform.  The cycle begins with 

governments seduced by resolving conflicts by agreement, even in the face of opposition to 

reform.  This leads to policy-makers reverting to technocratic styles, substituting genuine 

consultation with pre-ordained policy positions.  Przeworski argues: 

As a result, governments appear to lack a clear conception of reforms and the resolve to 

pursue them. … Then comes the time for sorcerers with yet another magic formula.  

Once confidence in reforms is eroded, each new government tries to make a clean break 

with the past by doing something that people have not yet learned to distrust. … But 

they breed voodoo politics.349 

Przeworski stresses that these ‘reform’ actions of politicians undermine representative 

institutions.  Announcing policies without debate leaves all players, especially voters, 

feeling powerless and frustrated.  Governments revert to bargaining, but only to garner 

support for policies already selected, leading to ‘distrust and bitterness’.  The paradox is 

that only an ‘honest’ politician might pursue reform and the electorate will not elect them if 

they inform the community of the costs of change.350  Then, as Williamson and Haggard 

assert, ‘reform would be subject to a Catch-22 … implemented only by a government that 

has no chance of coming to power.’351  These processes then become a self-perpetuating 

cycle. 
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Williamson and Haggard found mixed results among democracies in their sample.  In 

particular, two centre-left governments of the period (Spain and Australia) introduced 

substantial programs of reform they had not taken to elections.  In both cases the 

governments explained changes that were gradually implemented.  The scholars show how 

the Venezuelan electorate punished its government for unexplained reform the community 

failed to understand.  They also remind observers that if programs are successful, the 

original circumstances of election and opposition to changes tend to dissipate.  Many 

governments of the period were re-elected despite introducing previously unannounced 

reforms.352  The authors reasoned again that it is the appropriateness of a program that is 

the most significant factor for successful reform in these circumstances.  Reformers also 

need to ensure change is carefully explained and they are not cynically breaking promises 

that were categorically provided.353  Williamson and Haggard finally concluded that the 

voodoo politics variable is not supported by their evidence.  Dishonesty is not essential for 

political and policy success and neither is a ‘mandate’ necessary to realise a successful 

program of reform.354 

Use of the media 

Even though the methods politicians use to convey messages are changing, they are always 

likely to make use of the media to communicate with the community.  This is to overcome 

the influence of those resistant to reform; opposition politicians, institutions and 

professional journalists.355  According to Mulgan, would-be reformers ‘need to make 

effective use of the media in order to mould, manipulate, educate and mobilise public 

opinion in favour of reform’.356  It can provide governments with an opportunity to promote 
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the cause of those in society overlooked in the arguments of interest groups’,357 using their 

meta- and policy-specific narratives.358 

Williamson and Haggard found little evidence to support the media variable, which is 

hardly surprising given conference attendees were not specifically asked to consider it.  

They concluded, ‘it would be a mistake to expect too much from an ability to build support 

for reform through the use of the media’,359 because the media is not likely to be the ‘pliant 

agent’ some might expect it to be.360  In the years since the conference, the ways in which 

politicians use the media has changed dramatically with the rise of the internet and social 

media.  Multiple media changes have resulted in greater ownership concentration, fewer 

journalists (particularly specialists), presenting politicians with an array of new and 

evolving challenges and opportunities. 

The rise of social media and the narrowing of media channels raise some interesting 

questions for the reformist politician.361  The obvious question is whether social media 

channel choices by voters simply reinforces inherent biases, limiting shifts in their views 

and voting intentions?  Does social media ‘noise’ influence governments to modify or 

abandon proposed policy prescription, something of more concern in instances of reform?  

The reality is that scholarship is divided on these issues.  In politics, the echo chamber acts 

as a metaphor to describe a position where people only share certain beliefs, information 

and ideas.362  According to Sunstein, recent work on the effects of social media shows that 

it does have measurable effects on influencing the opinions of voters.363  Consequently, 

governments are influenced by the effects of social media.  Sunstein argues: 
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363 Cass R. Sunstein, #Republic: Divided Democracy in the Age of Social Media (Princeton: Princeton 

University Press, 2018), 116. 
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The most unfortunate part is that interest groups, echo chambers, and conceptions of 

identity reinforce each other, creating a new kind of iron triangle.  Interest groups use 

social media to promote their preferred view of the world as well as create or fortify 

conceptions of identity.  The echo chambers increase the authority of those groups at the 

same time that they entrench those conceptions.364 

Some recent scholarship is casting a different light on the power of social media and 

politics. 

Dubois and Blank researched a random sample of adult internet users in the United 

Kingdom and how their media choices influenced their interaction with echo chambers.365  

They controlled their sample using six variables: gender, income, ethnicity, age, breadth of 

media use and political interest.  They concluded that most people use multiple media 

outlets and social media platforms.  As a result it easier for the research participants to 

avoid echo chambers due to the range of multimedia influences.366  This outcome, however, 

is dependent on the range of interests of the individual.  Again perhaps not surprisingly, this 

research suggests that people who lack political interest and who do not utilise multiple 

media options are more likely to be in an echo chamber, so less likely exposed to content 

that might alter their views.  This means that despite the overall findings of this study there 

exists, ‘an argument that an echo chamber exists, but for a subset of the population.’367  The 

furore surrounding the behaviour and methods of the Cambridge Analytica group and 

allegations about its attempts to influence voting behaviour is likely to provide ongoing 

fertile ground for scholars of social media.368 
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The continuing concentration of mainstream media ownership in Australia is well-

documented.369  In the lead-up to the 2013 federal election, former Prime Minister Malcolm 

Fraser remarked that, ‘in my term, there were seven print proprietors.  Now there is one and 

a bit.  We have the most concentrated media in any democratic country, anywhere in the 

entire damn world.  That is dangerous.’370  Recent research about the effects of a tribal and 

ideologically-driven media channel such as Fox News in the United States provides 

interesting, but perhaps not surprising conclusions about the effects of the channel on 

viewers.  Martin and Yurukoglu found that cable news potentially increases polarisation in 

opinions of viewers and may account for two-thirds of the increase of this effect in the 

United States.371  Influence from the channels can have large effects on voting shares, but 

the scholars conducted this research in a country with voluntary voting and with an already 

polarised audience, who choose a blatantly and obviously-biased news service.  It may well 

be, that like some aspects of social media, ‘the existence of slanted news could lead to a 

polarizing feedback loop: an “echo chamber” where partisans can reinforce and strengthen 

their initial biases.’372  This concentration of media interests and the lack of diversity in 

voices make it possible for a handful of media owners or journalists to unduly influence 

public opinion,373 and to set the policy agenda.374  This, in turn, can make it more difficult 

for governments to communicate a positive reform message and may even encourage them 

                                                                                                                                                 

369 Raymond Finkelstein, "Report of the Independent Inquiry into the Media and Media Regulation," 
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to abandon attempts at change, or use publicly-funded advertising campaigns to present 

their meta- and policy-specific narratives. 

Compensation 

Government compensation to those who lose from change potentially makes an important 

contribution to the success of reform programs.375  It aims to ensure those who suffer from 

reform are not ‘abandoned to become impoverished and embittered opponents.’376  While 

Rodrik argues uncertainty and a preference for the status quo are always likely to outweigh 

any positive effects that compensation may yield,377 Haggard admits ‘the theoretical case 

for compensation is airtight.’378  Compensation may play its part in consolidating reforms, 

helping them ‘to become entrenched and counterbalancing the pressures to reverse 

reforms.’379  If reforms improve the aggregate welfare across the society, but deleteriously 

affect some groups, the use of compensation ‘can transform the reform into a Pareto-

improving one.’380  Martini is more ambivalent, arguing: 

Compensation can remove barriers to reform by addressing this resistance, and can 

contribute to adjustment by speeding its process but may itself impede the reform 

process if it masks the market signals that lead to adjustment.  Compensation is not 

always necessary or appropriate, and should not be seen a prerequisite for reform.381 

Haggard and Webb identify three underlying reasons why both applied economists and 

policy analysts treat compensation schemes with scepticism.382  First, there is the practical 

problem that governments have limited managerial and financial resources.  Second, groups 

most affected are not necessarily those that achieve compensation.  Last, there is the 

                                                                                                                                                 

375 Williamson and Haggard, "The Political Conditions for Economic Reform," 587. 
376 "The Political Conditions for Economic Reform," 587.  Presumably, governments also uphold 
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policy reforms’, see: Martini, "The Role of Compensation in Policy Reform," 1, 12. 
381 "The Role of Compensation in Policy Reform," 2. 
382 Haggard and Webb, "Introduction," 23-24. 
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perennial problem hinted at below, that the use of compensation may ‘contribute to 

inefficiency, rent-seeking and corruption’.  Claussen identifies a further complication in 

processes of compensation.  In his study he reveals the nature of compensation is directly 

related to whether losers from reform have political power to promote their claims after 

reform has begun.383 

Williamson and Haggard worried too that compensating losers came too close to buying 

out ‘rent seekers, or at least rent receivers’.384  As compensation can lead to the formation 

of endogenous interest groups, governments may decide to withhold compensation, for fear 

they perpetuate the formation of groups that oppose reform and demand compensation in a 

destructive cycle for public policy.385  In addition, compensation may fuel opposition to 

later reforms, as a ‘weak’ government encourages interest groups to demand 

concessions.386  Despite this, Haggard argues the use of patronage and ‘pork’ can lay the 

groundwork to build support in these circumstances.  However, ‘the key issue is 

guaranteeing that pork is distributed in a relatively efficient way.’387  Thus, governments 

need to use targeted, tailored, temporary and cost-effective compensation.388 

In practice, Williamson and Haggard found the evidence of the effects of compensation on 

reform was not definitive,389 and that situation has not been subsequently clarified, despite 

the theoretical potential of the idea.390  Some studies find positive support for compensation 

assisting in both the path of change and durability of reforms.391  Compensation that takes 

the form of ‘complementary measures’ minimises rent-seeking and is more successful than 
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schemes in countries that use direct payments to losing groups.392  Other studies have 

produced less conclusive results.  Lora, for example, conducted a study of the effects of 

compensation on reform from about twenty Latin American countries in the late 1990s.393  

Despite this extensive study, he was unable to find support for the positive effects of 

compensation.394  Research in OECD countries suggests two broad themes.395  Even though 

there is no guarantee of avoiding conflict, it pays to engage with those who are likely to be 

most affected by reform.  Despite obvious concerns, making concessions to opponents does 

not necessarily compromise the reform program and undermine the positive impact of 

reform.396 

Acceleration of gains to winners 

Compensating those who lose from reform programs is strongly linked to the acceleration 

of gains to winners.  Supporters of the accelerating gains variable contend reform might be 

more successfully implemented, ‘by accelerating the emergence of politically influential 

groups that can appreciate the benefits they are reaping from the reform program.’397  

While not specifically called for in Williamson’s background paper, Nelson ‘forcefully 

argued’ for this view in a panel discussion.398  

In such an approach, governments accelerate gains ‘to those sectors and groups in society 

which are most likely to benefit from liberalisation, deregulation and other kinds of market 

[or ‘market-conforming’] reforms.’399  Their growth will generate the new employment 
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opportunities.400  Furthermore, the influence of winners potentially demonstrates there are 

positive outcomes resulting from reforms, which might assist in building reform-positive 

coalitions.401  Whether ‘winners from reform’ become advocates depends on a number of 

variables, including: the nature of the policy; the identity of the winners; the nature of 

accelerated gains; whether ‘winners’ take up the cause of the policy; and the community’s 

perception of these issues. 

When Williamson and Haggard conducted their study in 1994 they found there were no 

examples of reformers utilising accelerated gains to support reform, perhaps because they 

had not asked participants to seek them.402  Williamson and Haggard acknowledged the 

plausibility of the variable, but also its dangers, warning reformers not to be ‘debauched 

into buying votes’, and thereby forfeiting the moral high ground.  Still that does not mean 

reformers should ‘adopt a priggish disdain for political realism’.403  Reformers hope that 

‘winners’ will help develop a positive narrative within the wider community, but this can 

be a fraught process.  For example, a narrative based on supporting large corporations 

requires careful management to avoid popular resentment.  In addition, some winners may 

continue to complain about reform, even when advantaged by it.  The risks for this variable 

are similar to those for compensation.  The same risks of rent-seeking always exist and 

provide an added dilemma for the reformist politician. 

3.2 Discussion and conclusion 

This chapter explored concepts about the political economy of reform and identified points 

of consensus and dispute in reform scholarship.  It began by examining definitions of 

‘economic reform’, and then discussed the work of the English economist, John 

Williamson.  The chapter presented details about Williamson’s ‘Washington Consensus’, 

which described the pro-market policy agenda, popular from the late twentieth century.  

After discussing Williamson’s The Political Economy of Policy Reform, the chapter 
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considered relevant reform literature, arranged around a modified version of Williamson 

and Haggard’s clusters of reform framework. 

An important conclusion from the chapter’s analysis of the literature is that explanations of 

economic reform cannot rely on a single causal factor.  Successful reform is rarely 

attributable to one issue alone.  A conceptual framework that considers multiple causal 

factors driving successful reform is critical.  A multi-layered approach provides a richer, 

more nuanced perspective than parsimony.  A study that concentrates on the role of 

economic crisis alone, for example, is unlikely to offer an adequate explanation for change.  

The multi-causal conceptual framework developed by Williamson and Haggard, brings 

together economic and political considerations, and provides an ideal base for exploring 

economic reform in Australia.404 

My analysis supports the original finding by Williamson and Haggard that, ‘there are no 

fully robust empirical generalizations; in every case there is at least one partial 

counterexample.’405  This is not a surprising conclusion.  Throughout their examination of 

empirical and theoretical principles, Williamson and Haggard maintained that programs 

need to be appropriate for the circumstances.  The clusters do not act in isolation and each 

has the capacity to affect the others.  The way elements develop together is vital for 

conceiving, pursuing and sustaining reform.  As Mulgan contends: 

The hypotheses do not claim to specify the necessary and sufficient conditions for 

reform.  Nor do they make any claims to being exhaustive or mutually exclusive.  

Nevertheless, when taken together, the hypotheses form a useful analytical framework 

for studying the politics of economic reform in a particular case.406 

Some of the elements are clearly more influential than others.   

Williamson and Haggard emphasised the importance of visionary leadership, a 

comprehensive program and a strong political base.407  By contrast, Looney et al. agreed 
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with the positive findings for the first two variables, but only found some evidence for the 

crisis hypothesis.408  In Australia, for example, their study did not find evidence of crisis 

being relevant during their research period, instead concluding that a strong political base, 

social consensus, visionary leadership, a coherent team, and a comprehensive program 

were important factors supporting reform.  The different nature of the samples and time-

frames considered in the studies may explain the contrasting outcomes from the two 

studies. 

This chapter also observed that there is no scholarly consensus about the factors behind 

successful reform.  It appears, for example, that the preeminent nature of the crisis 

hypothesis has resulted in a self-perpetuating spiral of research.  Conversely, issues of 

practical importance for governments such as compensation and acceleration of gains to 

winners has not been the subject to the same level of attention for researchers, despite their 

possible implications for reform. 

Since the publication of The Political Economy of Policy Reform the role of ideas has 

developed into a significant literature.  This is an important enhancement to the variables 

relevant to reform, showing how durable policy change can occur.  The construction of 

governing narratives can help create a change in national mood, without the presence of a 

crisis to provide a ‘macro-window’ for change.409  Governments can achieve major reform 

exploring smaller windows, or opportunities driven by visionary leadership.  Policymaker 

awareness of policy windows enhances the possibilities of successful reform, requiring 

them to continuously persuade interest groups and the electorate, develop policy solutions 

and implement them when opportunities arise.  Reform requires exploitation of 

opportunities – a honeymoon period or a fragmented opposition.  It also requires the 

building of a social consensus.  However, major changes may also occur when usual policy 

subsystems or paradigms are no longer seen as effective, and when ‘there is a workable 

policy solution available and political events are propitious for the reform.’410 
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The literature discussed above analyses many variables that attempt to explain why and 

when economic reform occurs.  Of course, governments can also suffer from political 

myopia, being more concerned about re-election than the national interest.411  This is 

understandable as humans overwhelmingly prefer the status quo and are consequently 

reform-averse.  As Haggard and Webb remind all policymakers, ‘any change in the status 

quo generates opposition, but political leaders in the countries studied were punished as 

often for failing to undertake needed reforms as for moving too quickly.’412  The path for 

political leaders is a difficult one to negotiate, for as Nelson warns would-be reformers, 

‘people will judge reforms by their perceived results.’413  It is possible, however, that ‘good 

economics could also be good politics.’414  The next chapter discusses the methodology, 

conceptual framework, data sources and research design used for the case studies that 

follow. 
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Chapter 4 — Theoretical framework, conceptual 

framework and methodology 

Gods, giants and even reasonable people cannot seem to agree about the nature of reality 

and how we can understand it.  There are – quite simply – different ways of knowing, 

and students of social science need to be aware of these differences and how they affect 

the methods they choose to study social phenomena.1 

Introduction 

Theoretical frameworks, conceptual frameworks and methodologies that researchers use to 

conduct research are individually distinct, yet directly related to their project.  It is essential 

for scholars to explain how each of these aspects contributes to their work.  In this chapter I 

explore the above aspects and how they relate to my dissertation, explaining how each adds 

to the rigour of my research. 

Part one—Frameworks 

4.1 Theoretical framework 

A theoretical framework is: 

Any empirical or quasi-empirical theory of social and/or psychological processes, at a 

variety of levels (e.g., grand, mid-range, and explanatory), that can be applied to the 

understanding of phenomena.2 

In this dissertation I wish to understand the factors that have prompted governments to 

conceive and implement economic reform, and the way these elements interact together to 

influence the durability of policy change.  I discussed my underlying conceptual framework 

in chapter 2, drawn from the work of Williamson and Haggard’s ‘clusters of reform’.  

                                                                                                                                                 

1 Jonathon Wayne Moses and Torbjørn L. Knutsen, Ways of Knowing: Competing Methodologies and 

Methods in Social and Political Research (Basingstoke: Palgrave Macmillan, 2007), 1. 
2 Anfara and Mertz, Theoretical Frameworks in Qualitative Research, xxvii.  This definition does not 

include what some have called paradigms or methodological issues and although they influence and 

connect to theoretical framework issues, they are quite distinct matters. 
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Theories are ‘lenses’ through which a researcher examines causal factors.3  I chose a 

framework based on its relevance to the study, the research question, and my outlook.  In 

the end reform is a political process, not an economic one.  It is finally up to the political 

actors to pursue change, not interest groups or the wider community that elects them. 

Even though definitions of ‘politics’ abound, I argue it encompasses the exercise of power; 

collective decision-making; the allocation of scarce resources; and even a forum for 

deception or manipulation.4  Politics is about the few, making decisions that bind the 

many,5 and economic reform is a result of political machinations.  Williamson conceded 

this process at the outset of his study, when he requested that, ‘the country papers should 

focus primarily on the politics rather than the economics of achieving stabilization, 

liberalization, and opening of the economy.’6  What really matters, however, is how 

political and economic factors interact.  This means that political economy is central to this 

dissertation.7 

I employ a ‘political economy’ approach, accepting that economic reform traverses policy 

areas and disciplines.  Political economy is a distinct discipline of social science, being ‘the 

study of the interaction of politics and economics’.8  The two concepts are inseparable 

because ‘political factors are crucial in determining economic outcomes, and economic 

factors are crucial in determining political outcomes.’9  Modern scholars acknowledge a 

broader conception of economics, ‘that explicitly recognizes the interrelationships between 

the economy, the polity, and society.’10  The political economy approach has three 

                                                                                                                                                 

3 Theoretical Frameworks in Qualitative Research, xxvii. 
4 Andrew Heywood, Political Theory: An Introduction (New York: Palgrave Macmillan, 2004), 52. 
5 Political Theory: An Introduction, 52. 
6 Williamson, "In Search of a Manual for Technopols," 25. 
7 Béland and Cox emphasise the importance of interdisciplinary inquiry in connecting the role of ideas 

and policy change within the political sphere.  They assert, ‘the lesson is that the most fruitful discoveries 

are made when scholars seek out and incorporate the insights of those working in other fields’, see: 

Béland and Cox, "Introduction: Ideas and Politics," 5. 
8 Drazen, Political Economy in Macro Economics, 5. 
9 Andrew Heywood, Politics (Basingstoke, Hampshire; New York: Palgrave Macmillan, 2013), 129. 
10 Coats, "The Internationalization of Economic Policy Reform: Some Recent Literature," 347.  Also see: 

Conley, The Vulnerable Country: Australia and the Global Economy, 14.  Conley further contends that 

free exchange occurs within structures developed in the political system, but this free exchange process 

also produces power which in itself affects the political process, see: The Vulnerable Country: Australia 

and the Global Economy, 15. 
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advantages that enhance the approach in this dissertation.  First, it is a social science open 

to and engaged with other disciplines of study; second, it does not rigidly adhere to 

particular schools of thought (e.g. Marxist, Feminist, Keynesian), so it can draw from all of 

them; and, last, it utilises various modes of analysis as long as they are ‘logical and 

intellectually rigorous, and their strengths and weaknesses [are] appreciated’.11  These are 

issues that I have addressed in greater detail in chapter 2. 

I reflect the diverse theoretical perspectives inherent in political economy in my choice and 

utilisation of sources within this dissertation.  This study considers a variety of relevant 

materials surrounding each reform, not confined to economic data or the politically-charged 

statements of governments alone.  The underlying assumption is that governments do not 

make economic decisions isolated from the prevailing political, economic and social 

conditions of the period (or at least they should not).  It is these conditions that influence 

the nature of the reform decisions fashioned and pursued by policy-makers. 

4.2 Conceptual framework 

A conceptual framework is a form of schematic diagram, devised to represent the variables 

relevant to a study.  Such a framework, ‘explains either graphically, or in narrative form, 

the main things to be studied – the key factors, concepts or variables – and the presumed 

relationship among them.’12  Figure 1.1 depicts the relevant variables of the conceptual 

framework used to investigate and analyse the research question in this dissertation.  The 

framework amalgamates Williamson and Haggard’s four composite ‘clusters of reform’, 

with the addition of the ‘role of ideas’.  Cases in this dissertation do not consider the effects 

of an authoritarian regime, or a right-wing government, originally considered in 

Williamson’s edited volume.  They are irrelevant in the Australian circumstances under 

review. 

                                                                                                                                                 

11 Rod O'Donnell, "The Permanent Need for Political Economy," Agenda: A Journal of Policy Analysis 

and Reform 16, no. 4 (2009): 90-91. 
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The original four clusters of reform variables reflect factors that may or may not contribute 

to the pursuit of economic reform.  Although Williamson mentioned the role of ideas, they 

were not directly incorporated into this study,13 possibly because the literature about the 

subject was only in its infancy.  Since 1994, the roles of ideas, social learning, policy 

paradigms, and valence have developed into a substantial body of work, which 

demonstrates how these processes affect the actions of governments.  That is why I 

included them as a further cluster within the conceptual framework. 

Part two—Methodological issues 

4.3 The process of research in the study of political science—stating a 

theoretical research orientation 

Many researchers within the social sciences (including scholars of political science)14 

misunderstand research theory.15  It perplexes students and seasoned academics alike16 and 

their research suffers as a consequence.17  Students need to understand the concepts and 

tools of research, not to ignore them,18 and place them into the ‘too hard basket’.19  Theory 

is important because it ‘provides a backcloth and a rationale for the research’, as well as a 

                                                                                                                                                 

13 At the time Anne Kreuger suggested ideas ‘were a critical conditioning circumstance’, that she felt 

Williamson had overlooked in his background briefing paper, see: Williamson, "Discussion," 44. 
14 This is despite the fact that issues such as ontology are becoming increasingly prominent inside 

political science, see: Liam Stanley, "Rethinking the Definition and Role of Ontology in Political 

Science," Politics 32, no. 2 (2012): 93. 
15 Jonathan Grix, "Introducing Students to the Generic Terminology of Social Research," Politics 22, no. 

3 (2002): 175. 
16 "Introducing Students to the Generic Terminology of Social Research," 175.  Grix goes further, 

complaining ‘the lack of clarity and constancy of the social science lexicon has led to a minefield of 

misused, abused and misunderstood terms and phrases with which students must contend’, see: 

"Introducing Students to the Generic Terminology of Social Research," 176. 
17 "Introducing Students to the Generic Terminology of Social Research," 175.  Hay warns that political 

scientists have for the most part left ontological issues to philosophers ‘and to those social scientists less 

encumbered by substantive empirical concerns’, see: Colin Hay, "Political Ontology," in The Oxford 

Handbook of Contextual Political Analysis, ed. Robert E. Goodin and Charles Tilly (Oxford: Oxford 

University Press, 2006), 78. 
18 Grix, "Introducing Students to the Generic Terminology of Social Research," 176; David Marsh and 

Martin J. Smith, "There is More than One Way to Do Political Science: On Different Ways to Study 

Policy Networks," Political Studies 49, no. 3 (2001): 531. 
19 "There is More than One Way to Do Political Science: On Different Ways to Study Policy Networks," 

531; David Marsh and Paul Furlong, "A Skin Not a Sweater: Ontology and Epistemology in Political 

Science," in Theory and methods in Political Science, ed. David Marsh and Gerry Stoker (Houndmills, 

Basingstoke, Hampshire: Palgrave Macmillan, 2002), 21. 
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framework for understanding social phenomena.20  Showing deference to the theory and 

tools of research provides a number of advantages including: assisting theoretical debates 

and approaches; recognising the position of other researchers; and allowing researchers to 

defend their position.21  Hay argues for logic and sequence in the process of research.22  His 

‘building blocks of research’ model shows how ontology, epistemology and methodology 

are inextricably and sequentially linked in political science (see Figure 4.1).23  I utilise 

Hay’s model to arrange the remainder of this chapter, because a research design needs to be 

logical and fit for the purpose proposed, consistent with theory, but also internally coherent. 

Figure 4.1 – Interrelationship between the building blocks of research24 

 

  

                                                                                                                                                 

20 Alan Bryman, Social Research Methods, 4th ed. (Oxford: Oxford University Press, 2012), 20.  Also 

see: Marsh and Furlong, "A Skin Not a Sweater: Ontology and Epistemology in Political Science," 17, 

20, who also argue a researcher needs to acknowledge their ontological and epistemological positions. 
21 Grix, "Introducing Students to the Generic Terminology of Social Research," 176. 
22 Colin Hay, Political Analysis: A Critical Introduction (Basingstoke: Palgrave, 2002); "Political 

Ontology,"  "Does Ontology Trump Epistemology? Notes on the Directional Dependence of Ontology 

and Epistemology in Political Analysis," Politics 27, no. 2 (2007). 
23 Some theorists contest Hay’s logical sequence of research.  They accept his design in principle, but 

characterise it is an ‘ideal type’, for example, see: Stanley, "Rethinking the Definition and Role of 

Ontology in Political Science," 95. 
24 Grix has reproduced that model expanding it by adding methods and sources to the process, which in 

any case were always part of the Hay thesis.  This figure was adapted by Grix, from Hay, Political 

Analysis: A Critical Introduction, 64, referred to in: Grix, "Introducing Students to the Generic 

Terminology of Social Research," 180.  A similar model also appears in: Hay, "Political Ontology," 85  

and Political Analysis: A Critical Introduction, 64. 
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4.4 The research paradigm and strategy 

4.4.1 The research paradigm 

Research paradigms are the theoretical mindsets or beliefs systems underlying a 

researcher’s work.  According to Willis, ‘a paradigm is thus a comprehensive belief system, 

world view, or framework that guides research and practice in a field.’25  A paradigm 

embraces Hay’s first three building blocks of research.  Hay summaries these building 

blocks arguing, ‘ontology relates to the nature of the social and political world, 

epistemology to what we can know about it and methodology to how we might go about 

acquiring that knowledge’.26  Researchers tend towards a positivist, postpositivist or anti-

positivist ontology, affecting the way they see the ‘building blocks of research’.  Positivism 

has been traditionally associated with the natural or hard sciences, embracing an 

unchanging, stable reality.27  Postpositivist researchers have divided into groups, with the 

‘interpretivist’ school providing the best framework for this thesis.  Interpretivists argue for 

a different logic to capture underlying meanings in social relationships and constructions, 

using techniques to ‘grasp the subjective meaning of social action.’28  This means there is 

no objective reality, instead a subjective ‘reality’ that is socially constructed.29   I utilise the 

interpretivist epistemology and constructivist ontology in this dissertation. 

I depict various characteristics of an interpretivist/constructivist paradigm in Table 4.1.  

The table illustrates issues such as ontology, epistemology and relevant methodology.  It is 

only by examining the detailed circumstances of economic reforms, that I am able to 

achieve plausible understanding.  The dissertation reviews decisions by going beyond the 

superficial or politically-stated reasons for reform.  These reasons themselves are social 

constructions, that remain open to argument and conjecture, no matter how strong the 

                                                                                                                                                 

25 Jerry W. Willis, Foundations of Qualitative Research: Interpretive and Critical Approaches 

(Thousand Oaks: Sage Publications, 2007), 8. 
26 Hay, Political Analysis: A Critical Introduction, 63.  Also see Figure 4.1. 
27 Bryman, Social Research Methods, 28; Norman K. Denzin and Yvonna S. Lincoln, "Introduction: The 

Discipline and Practice of Qualitative Research," in Handbook of Qualitative Research, ed. Norman K. 

Denzin and Yvonna S. Lincoln (Thousand Oaks: Sage Publications, 2011), 2. 
28 Bryman, Social Research Methods, 30. 
29 Denzin and Lincoln, "Introduction: The Discipline and Practice of Qualitative Research," 8. 
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strategy and methodology.  Political scientists and political economists contend that the 

reasons for economic reform are political, and in turn it is social actors who construct these 

political factors.  The use of an interpretivist approach ‘offers interpretations of 

interpretations, accommodates many types of data and uses a narrative form of 

explanation.’30  My research question explores a process – economic reform – that is 

becoming a rarer event in Australian politics.  Apparently obvious reasons suggested for 

economic reform might discourage further investigation and become accepted-wisdom, 

while researchers ignore other significant and varied factors.  Research in this area needs to 

go beyond what many actors state to be causal factors.  I test obvious claims by using 

competing arguments, often only available by exposing the evidence to an interpretivist 

approach.  Applying the conceptual framework to sources reflecting the ideas and actions 

of the policy actors achieves this goal. 

Table 4.1 — Characteristics of the Interpretivist / Constructivist paradigm31 

 

                                                                                                                                                 

30 Mark Bevir and R.A.W. Rhodes, "Interpretation as Method, Explanation and Critique: A Reply," The 

British Journal of Politics and International Relations 6, no. 2 (2004): 160. 
31 The details contained in this table owe their background to many sources reviewed for this chapter.  In 

particular, the clear and concise work outlined in: Noella Mackenzie and Sally Knipe, "Research 

Dilemmas: Paradigms, Methods and Methodology," Issues in Educational Research 16, no. 2 (2006); J. 

W. Creswell, Qualitative Inquiry and Research Design: Choosing Among Five Traditions, 2nd ed. 

(Thousand Oaks: Sage Publications, 2007), 15-18 and M. Athar Hussain, Tariq Elyas, and Omar A. 

Nasseef, "Research Paradigms: A Slippery Slope for Fresh Researchers," Life Science Journal 10, no. 4 

(2013), that provided the structure for the table and much of the ideas for its content. 
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4.4.2 The research strategy—deductive/inductive 

The most common strategies used to conduct research are deductive and inductive (see 

Figure 4.2).32  My study is an exploration for meaning, and as a result I have not formulated 

specific hypotheses.  Instead, I use an inductive strategy to gain better understanding, so 

that the end result provides theoretical insight into the factors that have motivated three 

specific case studies of significant economic reform in Australia.  In sum, the aim is to 

develop a theory surrounding economic reform in Australia.  This approach is not unusual, 

as the interpretative paradigm utilises an inductive strategy with a qualitative methodology 

(see Table 4.1).33  This is not to say that a researcher does not at times analyse quantitative 

data within an overall qualitative approach to a study, as I have done so in this dissertation.  

The choice of a research strategy flows from the research question itself, as ‘different 

starting points of research lead to different research strategies.’34  The research question 

governs the research process, including the design and methods used to undertake the 

project—the method does not choose the question.35 

According to Blaikie, research is normally framed around ‘what’, ‘why’ and ‘how’ 

questions and they proceed in that ordered sequence.36  The deductive strategy suits ‘why’ 

questions, i.e, those that test a theory to find an explanation for the association between two 

concepts.  The process moves from the general to the specific.37  This is unsuitable for my 

dissertation because I do not ask ‘why’ questions, revealing my preferences for the purpose 

                                                                                                                                                 

32 Researchers can answer questions by using one of four (or a combination of) research strategies, 

namely the inductive, deductive, retroductive and abductive, see: Norman Blaikie, Designing Social 

Research (Cambridge: Polity Press, 2010), 10, 81-92. 
33 Carrie Williams, "Research Methods," Journal of Business & Economics Research 5, no. 3 (2007); 

Creswell, Qualitative Inquiry and Research Design: Choosing Among Five Traditions, 16-18; Bryman, 

Social Research Methods, 36, 380. 
34 Grix, "Introducing Students to the Generic Terminology of Social Research," 184. 
35 Examples of scholars who support this view include:  P. D. Leedy, Practical Research, 5th ed. (New 

York: Macmillan, 1993), 139; Grix, "Introducing Students to the Generic Terminology of Social 

Research," 179; Andrew Bennett and Colin Elman, "Qualitative Research: Recent Developments in Case 

Study Methods," Annual Review of Political Science 9, no. 1 (2006): 456-57; Williams, "Research 

Methods," 65; Mark Easterby-Smith, Richard Thorpe, and Paul R. Jackson, Management Research, 3rd 

ed. (London: Sage Publications, 2008), 82; Blaikie, Designing Social Research, 39, 57-59. 
36 Designing Social Research, 60-61.  Blaikie acknowledges other writers argue there are five or even 

seven basic types of questions commencing with words such as ‘where’, or ‘how much’, but he asserts 

that using the three basic types is sufficient to yield most answers. 
37 Designing Social Research, 84-85. 
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of my research.  I use thick description to analyse events of economic reform that in turn 

leads to theory about the causes of those changes.  Thick description refers to ‘both 

describing and interpreting observed social action (or behavior) within its particular 

context.’38  In doing so it captures thoughts and feelings of participants and their ‘complex 

web of relationships’.39  Importantly, thick description leads to thick interpretation, which 

‘leads to thick meaning of the research findings’.  A researcher is then able to ‘place’ 

themselves both cognitively and emotively in the context of the research.40 

The purpose of the inductive strategy is to ‘establish descriptions of characteristics and 

patterns’,41 making limited generalisations and to suggest theories for further testing.42  

Research questions asking ‘what’, do not require hypotheses to promote them.43  Each of 

the questions I pose in this study asks ‘what’, requiring a descriptive answer, ‘directed 

towards discovering and describing the characteristics of and patterns in some social 

phenomenon’.44  To reiterate, I ask, ‘comparing federal Labor governments in Australia 

since 1972, what factors have prompted the pursuit, success or failure of economic reform 

in Australia?’  This calls for an inductive strategy,45 which in turn lends itself to a 

qualitative methodology.46  Like most studies of this size, however, there are deductive 

aspects within the inductive framework.  No matter how absolute the methodological views 

of a researcher, they use both deductive and inductive processes to varying degrees 

throughout their studies.47  For example, the ‘clusters of reform’ framework depicted in 

Figure 1.1 comprises general reform variables that are used as the conceptual framework 

for this dissertation.  Not all of these are likely to be necessary and none are sufficient for 

                                                                                                                                                 

38 Joseph G. Ponterotto, "Brief Note on the Origins, Evolution, and Meaning of the Qualitative Research 

Concept Thick Description," The Qualitative Report 11, no. 3 (2006): 543. 
39 "Brief Note on the Origins, Evolution, and Meaning of the Qualitative Research Concept Thick 

Description," 543. 
40 "Brief Note on the Origins, Evolution, and Meaning of the Qualitative Research Concept Thick 

Description," 543. 
41 Blaikie, Designing Social Research, 84. 
42 Designing Social Research, 83-85. 
43 Designing Social Research, 10. 
44 Designing Social Research, 60.  Blaikie also discusses the descriptive nature of ‘what’ questions, see: 

Designing Social Research, 10, 17, 76, 77. 
45 Designing Social Research, 18, 79, 83, 84. 
46 Designing Social Research, 38; Williams, "Research Methods," 67. 
47 Kenneth F. Hyde, "Recognising Deductive Processes in Qualitative Research," Qualitative Market 

Research: An International Journal 3, no. 2 (2000). 
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reform to take place.48  A primary objective of this study is to exploit these variables 

analytically, to expose the factors that have shaped reform in Australia and to consider 

whether other variables are more applicable. 

Figure 4.2 – Deductive and inductive logics in political analysis49 

 

 

 

 

 

 

4.5 Methodology 

Some researchers are confused by the terms ‘methodology’ and ‘method’, incorrectly using 

the terms interchangeably when they are not same thing.  According to Leedy and Ormrod, 

the methodology is ‘the general approach the researcher takes in carrying out the research 

project’.50  To put it another way, the methodology of a study is the ‘combination of 

techniques used to enquire into a specific situation.’51  Methods are individual techniques 

researchers use for data collection and analysis.52  There are three major types of 

methodologies: the quantitative, the qualitative and the mixed approach.53  They are means 

by which researchers reflect upon the particular methods appropriate for each case.54  

Qualitative research generally concentrates on words, whereas quantitative research 

                                                                                                                                                 

48 Williamson and Haggard, "The Political Conditions for Economic Reform," 589. 
49 Hay, Political Analysis: A Critical Introduction, 31. 
50 Paul D. Leedy and Jeanne E. Ormrod, Practical Research: Planning and Design, 9th ed. (Upper 

Saddle River, NJ: Pearson Education Inc, 2010), 12. 
51 Easterby-Smith, Thorpe, and Jackson, Management Research, 60. 
52 Management Research, 60. 
53 R. Burke Johnson and Anthony J. Onwuegbuzie, "Mixed Methods Research: A Research Paradigm 

Whose Time has Come," Educational Researcher 33, no. 7 (2004). 
54 Hay, Political Analysis: A Critical Introduction, 63. 



Page 121 

 

analyses data derived from numbers.55  Over the years there have been extensive 

intellectual disputes about the validity or superiority of one methodology over another.  

Clear-cut distinctions between the two, however, are often ambiguous and generally 

unnecessary.56  The approach taken here is to focus on the research question and how to 

answer it, rather than rigidly adhering to oversimplified methodological positions.57  For 

the purposes of this dissertation I utilise the qualitative approach. 

Using the qualitative methodology is unremarkable as, ‘research on the world political 

economy relies heavily on qualitative methods’,58 but other reasons also motivated that 

preference here.  This approach flows from the ontological and epistemological 

assumptions underlying my research question and the pursuit of an inductive research 

strategy.59  As mentioned, the descriptive nature of a qualitative case study also lends itself 

to answering ‘what’ questions.  Qualitative principles aim to capture the ‘wide, diverse, 

mundane, and rich details of everyday life.’60  The objective is to understand the social 

world by examining and interpreting the words of its participants (textual data), considered 

within a comprehensive analysis of context, itself described with words open to 

construction and interpretation.61 

4.6 Method 

Methods are the ‘individual techniques for data collection, analysis and so on.’62  Over the 

past couple of decades there has been a ‘renaissance’ of qualitative methods in the field of 

                                                                                                                                                 

55 Bryman, Social Research Methods, 35-36, 380. 
56 Social Research Methods, 35. 
57 Easterby-Smith, Thorpe, and Jackson, Management Research, 83.  Bryman also contends that while 

arguments regarding methodologies link back to issues such as research questions, ontology and 

epistemology, the distinctions are not ‘hard-and-fast’ and they provide examples of studies that have the 

broad features of one, they may have characteristics of the other.  See: Bryman, Social Research 

Methods, 37. 
58 John S. Odell, "Case Study Methods in International Political Economy," International Studies 

Perspectives 2, no. 2 (2001): 161. 
59 Williams, "Research Methods," 67. 
60 J. Lofland and L. H. Lofland, Analyzing Social Settings: A Guide to Qualitative Observation and 

Analysis (Belmont, California: Wadsworth Publishing Company, 1984), referred to in: S. Caudle, "Using 

Qualitative Approaches," in Handbook of Practical Program Evaluation, ed. J. Wholey, H. Hatry, and K. 

Newcomer (San Francisco: Jossey-Bass, 1994), 69. 
61 Williams, "Research Methods," 70. 
62 Easterby-Smith, Thorpe, and Jackson, Management Research, 60. 



Page 122 

 

political science,63 driven by researchers who are less dogmatic about methods.  

Increasingly, research methods are problem-driven, allowing for a far more targeted and 

flexible approach.64  Methods utilising a qualitative methodology include case studies, 

ethnographies, phenomenological studies, grounded theory studies and content analysis—

all built on inductive reasoning and associated methodologies.65  Case studies and grounded 

theory research examine processes, activities and events.66  Events prompted my research 

question (debates about economic reform), which are created by the activities of policy 

actors (politicians and other public officials), and shaped by the economic and political 

events of their respective periods.  Decisions of this nature have their source deeply 

embedded in concepts of political economy.  My research question required a method that 

allows for a depth of comprehension about the drivers of reform, conceptual validity, an 

understanding of context and process and what causes a phenomenon (linking causes and 

outcomes), and allows the fostering of new hypotheses and suggestion of other research 

questions to take place.  I chose case studies as my strategy to describe and analyse past 

events of economic reform in Australia.  As much as (or more perhaps than other methods), 

case studies allow the development of these characteristics of research within this study.67 

4.6.1 Case studies 

There are numerous definitions of case studies, but as Flyvberg asserts, ‘some are useful, 

many are not.’68  Over the past thirty years, scholars have produced over twenty-five 

                                                                                                                                                 

63 Bennett and Elman, "Qualitative Research: Recent Developments in Case Study Methods," 455.  

These scholars note the reasons for this renewed interest are many, but at least from an American 

perspective they include: developments in the philosophy of social sciences; training of a new generation 

of researchers in mixed methods; effects of the controversy over Gary King, Robert Owen Keohane, and 

Sidney Verba, Designing Social Inquiry: Scientific Inference in Qualitative Research (Princeton NJ: 

Princeton University Press, 1994); the creation of Qualitative Methods section of American Political 

Science Association; and annual institutes organised by the Consortium on Qualitative Research 

Methods, see: Bennett and Elman, "Qualitative Research: Recent Developments in Case Study Methods," 

456. 
64 Bent Flyvbjerg, "Case Study," in The Sage Handbook of Qualitative Research, ed. Norman K. Denzin 

and Yvonna S. Lincoln (Thousand Oaks: Sage Publications, 2011), 313. 
65 Williams, "Research Methods," 67. 
66 "Research Methods," 68. 
67 Flyvbjerg, "Case Study," 314. 
68 "Case Study," 301. 
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definitions,69 resulting in a ‘definitional morass’.70  According to Flyvbjerg, many long-

standing classifications of the case study are wrong, oversimplified and grossly misleading, 

creating an impression for some that it is an inferior and improper tool of research.71  

Despite these concerns, case studies account for research in a large proportion of books and 

articles in many academic disciplines.  They also stand as one of the most widely used 

techniques in political research,72 utilised in roughly half of the articles in top level political 

science journals.73  In doing so, researchers using case studies review ‘virtually every 

subject studied by political economists.’74  This has led to a growing level of confidence in 

the case study, ‘as a rigorous research strategy in its own right.’75 

Flyvbjerg describes a case study as, ‘an intensive analysis of an individual unit (as a person 

or community) stressing developmental factors in relation to environment.’76  A case study, 

then, is a ‘spatially bounded phenomenon’, designed to examine a revolution, political 

party, or a nation-state, observed over a shorter or longer period of time.77  In this way a 

case study becomes ‘an instance of a class of events’.78  The result is a studied phenomenon 

                                                                                                                                                 

69 Rob VanWynsberghe and Samia Khan, "Redefining Case Study," International Journal of Qualitative 

Methods 6, no. 2 (2008): 81. 
70 J. Gerring, "What is a Case Study and What is it Good for?," American Political Science Review 98, 

no. 02 (2004): 342.  Levy contends that a consensus about a ‘proper definition’ about what constitutes 

either a case or case study is yet to emerge, see: J. S. Levy, "Case Studies: Types, Designs, and Logics of 

Inference," Conflict Management and Peace Science 25, no. 1 (2008): 2. 
71 Flyvbjerg, "Case Study," 301.  This and the following arguments also referred to in: "Five 

Misunderstandings about Case-Study Research," Qualitative Inquiry 12, no. 2 (2006): 220. 
72 Jean Hartley, "Case Study Research," in Essential Guide to Qualitative Methods in Organizational 

Research, ed. C. Cassell and G. Symon (London: Sage Publications, 2004), 323; Rod Hague and Martin 

Harrop, Comparative Government and Politics: An Introduction, 8th ed. (New York: Palgrave 

Macmillan, 2010), 43; Gary Thomas, "A Typology for the Case Study in Social Science Following a 

Review of Definition, Discourse, and Structure," Qualitative Inquiry 17, no. 6 (2011): 511. 
73 Alexander L. George and Andrew Bennett, Case Studies and Theory Development in the Social 

Sciences (Cambridge, Mass.: MIT Press, 2005), cited in: Flyvbjerg, "Case Study," 302. 
74 Odell, "Case Study Methods in International Political Economy," 161. 
75 Hartley, "Case Study Research," 323. 
76 Flyvbjerg, "Case Study," 301. 
77 Gerring, "What is a Case Study and What is it Good for?," 342.  This definition is very similar to that 

suggested by George and Bennett, see: George and Bennett, Case Studies and Theory Development in the 

Social Sciences, 17. 
78 Case Studies and Theory Development in the Social Sciences, 5. 
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not isolated from its context.79  There are no absolute rules,80 but authors of case studies 

may employ techniques such as reading academic literature, examining primary and 

secondary sources, conducting interviews, and experiencing or visiting a unit under study.81  

A case study is as flexible as the researcher wishes it to be, resulting in different ‘types’, 

suited to specific purposes.82 

Hague and Harrop identify five types of case studies for use individually, or in combination 

in politically-driven studies.83  Their categories are the: 

• representative case (most common, the ‘workhorse’); 

• prototypical case (chosen because it may become representative at some 

stage); 

• deviant case (very different, exceptional and untypical); 

• exemplary case (archetypes, that generate the category from which they 

emerge – representative in a circular way); and 

• critical case (also called crucial – a researcher tests a proposition in 

circumstances less favourable to its validity – ‘if true here, then should be 

true everywhere’). 

This dissertation uses representative case studies as they are particularly suited for research 

questions requiring detailed understanding of social processes from collecting rich data.84  

They also provide the opportunity to develop a detailed account of wider phenomenon.85  

Using a relevant background framework is a ‘key’ to success.86  It allows a researcher to 

make sense of data, enhancing the plausibility of their findings,87 and allowing for theory-

                                                                                                                                                 

79 Hartley, "Case Study Research," 323.  Wieviorka argues that in order for a researcher to properly 

produce a case study they need to identify a unit, but they need to place it within a context to provide it 

with meaning, see: M. Wieviorka, "Case Studies: History or Sociology?," in What is a Case?  Exploring 

the Foundations of Social Inquiry, ed. C. Ragin and H. S. Becker (New York, N.Y.: Cambridge 

University Press, 1992), 160. 
80 Gerring, "What is a Case Study and What is it Good for?," 346. 
81 Hague and Harrop, Comparative Government and Politics: An Introduction, 44. 
82 Odell, "Case Study Methods in International Political Economy," 162. 
83 Hague and Harrop, Comparative Government and Politics: An Introduction, 44-45. 
84 Hartley, "Case Study Research," 323. 
85 Hague and Harrop, Comparative Government and Politics: An Introduction, 43. 
86 Bryman, Social Research Methods, 69. 
87 Hartley, "Case Study Research," 324. 
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development.88  A clear conceptual framework structures this dissertation rather than using 

a narrative alone.  This assists understanding about reform variables and provides capacity 

to suggest some generalisations from the case studies.89  Scholars using a case study 

strategy involve themselves in ‘soaking and poking, marinating themselves in minutiae’,90 

producing descriptions which are ‘both rounded and detailed’.91  Case studies allow us to 

use thick description to work out key connections between events, contexts and actors. 

Case selection is ‘the primordial task of the case study researcher, for in choosing cases, 

one also sets out an agenda for studying those cases.’92  Choosing representative cases is 

not easy and most scholars rely primarily on ‘pragmatic considerations such as time, 

money, expertise, and access’, in making their selections.93  The choice in this instance is to 

examine a single economic reform from the term of each selected government’s period of 

power, since 1972.  I discuss the reasons for this approach in chapter 4.6.3. 

4.6.2 Comparative case studies using process tracing 

This dissertation employs a comparative design, comparing cases using more or less 

identical methods.94  When a researcher compares two or more cases, the technique is 

useful for theory-building, suggesting concepts relevant to emerging theories, and 

understanding social phenomena.95  The comparative case study technique also adds 

‘analytical leverage’ to the process.96  The design applies the framework of analysis to, 

‘each case under study to guide and standardize data collection, thereby making systematic 

                                                                                                                                                 

88 "Case Study Research," 324. 
89 "Case Study Research," 331.  Hartley reminds researchers that they require focus to assist with 

structuring the study ‘to avoid the twin dangers of being overwhelmed by data and being drawn into 

narrative at the expense of theory-building’, see: "Case Study Research," 327-28, citing: Roger Gomm, 

Martyn Hammersley, and Peter Foster, eds., Case Study Method: Key Issues, Key Texts (London: Sage 

Publications, 2000). 
90 King, Keohane, and Verba, Designing Social Inquiry: Scientific Inference in Qualitative Research, 38. 
91 Hague and Harrop, Comparative Government and Politics: An Introduction, 44. 
92 J. Seawright and J. Gerring, "Case Selection Techniques in Case Study Research: A Menu of 

Qualitative and Quantitative Options," Political Research Quarterly 61, no. 2 (2008): 294. 
93 "Case Selection Techniques in Case Study Research: A Menu of Qualitative and Quantitative 

Options," 295. 
94 When the number of cases exceeds one, it is a multi-case process, see: Bryman, Social Research 

Methods, 72. 
95 Social Research Methods, 72. 
96 Odell, "Case Study Methods in International Political Economy," 167. 
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comparison and cumulation of the findings of the cases possible.’97  This provides direction 

for case studies, stopping them from becoming ‘open-ended and untethered.’98  Avoiding 

this ‘looseness’, as Thomas describes it, helps researchers to establish an object (the thing 

requiring explanation) and a subject (potential explanations) within their study.99  In this 

dissertation both the object (reform decisions) and the subject (variables) provide focus and 

analytical rigour to the study.  I also contend that using process tracing enhances the 

precision of analysis.100 

Collier defines process tracing as ‘the systematic examination of diagnostic evidence 

selected and analyzed in light of research questions and hypotheses posed by the 

investigator.’101  I use the technique to collect, describe and analyse the evidence amassed 

in this dissertation.  ‘Soaking and poking’ in this manner contributes decisively to both the 

description of political and social phenomena and the development of causal 

explanations.102  Process tracing has become increasingly popular among political scientists 

and sociologists because it helps to narrow the potential causes of specific outcomes.103  An 

example of process tracing in this dissertation is charting the path of ideational aspects of 

principal political actors, in order to detect consistency of their arguments and how these 

views finally influenced the reform decisions. 

                                                                                                                                                 

97 George and Bennett, Case Studies and Theory Development in the Social Sciences, 68. 
98 Thomas, "A Typology for the Case Study in Social Science Following a Review of Definition, 

Discourse, and Structure," 519. 
99 Thomas further defines the object of a study to be an ‘analytical or theoretical frame’ and the subject to 

be a ‘practical historical unity’, see: "A Typology for the Case Study in Social Science Following a 

Review of Definition, Discourse, and Structure," 513. 
100 Levy, "Case Studies: Types, Designs, and Logics of Inference," 11. 
101 David Collier, "Understanding Process Tracing," PS: Political Science & Politics 44, no. 4 (2011): 

823. 
102 "Understanding Process Tracing," 823.  George and Bennett agree with this view.  They argue process 

tracing attempts to identify the ‘intervening causal process’, which lies between the original position and the 

final outcome.  They use the analogy of setting up fifty dominos in a line, but having an obscured view of all 

but the first and last lying down.  Process tracing then determines what happened in between the first and last 

domino, providing traceable, causal paths, see: George and Bennett, Case Studies and Theory Development in 

the Social Sciences, 206-07. 
103 Case Studies and Theory Development in the Social Sciences, 205.  Collier argues that the recurring 

concern in political science is that the school requires tools for discovering unexpected and unusual 

explanations and process tracing is ideally suited to this causes, see: Collier, "Understanding Process 

Tracing," 828. 
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Researchers ‘get inside the “black box” of decision making and explore the perceptions and 

expectations of actors, both to explain individual historical episodes and to suggest more 

generalizable causal hypotheses.’104  Process tracing allows the investigator to consider 

equifinality – alternative causal paths to the same end – and to account for it.105  I have 

given prominence in this dissertation to process-tracing tests such as, ‘straw-in-the-wind’, 

‘hoop’, ‘smoking gun’ and ‘doubly decisive’ tests.106  As is usually the case when using 

this method, they are woven into the narrative and analysis and have not been specifically 

identified.  Although process tracing takes many forms, in this dissertation, I utilise 

‘analytical explanation’.  George and Bennett explain how analytical explanation ‘converts 

a historical narrative into an analytical causal explanation couched in explicit theoretical 

forms.’107  This is established by the systematic arrangement of the evidence in case studies 

and analytical comparison against the variables within them. 

4.6.3 Case studies for this dissertation 

In this dissertation, three instances of economic reform that reflect policy innovation have 

been selected.  The case studies provide examples of changes in long-term trends and 

policy normalcy.  I consider the reasons for the pursuit of reform and for their success or 

collapse.  The choice of my case studies provides certain advantages, both within the case 

study itself and as a means of cross-case-study comparison, including: 

• each study examines a key economic reform; 

• each case considers the first economic reform of note pursued by each 

government; 

• each reform broke with traditional Australian approaches; 

• each takes into account the adopted definition of economic reform; 

                                                                                                                                                 

104 Levy, "Case Studies: Types, Designs, and Logics of Inference," 6. 
105 George and Bennett, Case Studies and Theory Development in the Social Sciences, 207. 
106 For a comprehensive description of these tests, see: Collier, "Understanding Process Tracing,". 
107 George and Bennett, Case Studies and Theory Development in the Social Sciences, 211.  After 

reviewing recent literature regarding qualitative methodologies, case studies and process tracing, Bennett 

and Elman also agree that researchers can determine causal explanations using qualitative research, see: 

Bennett and Elman, "Qualitative Research: Recent Developments in Case Study Methods,". 
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• all reforms were made by one particular party (Labor governments, 

separated in time by Coalition governments); 

• all three reform areas were not part of the respective governments’ election 

platform—the first two not at all, while the third had been on the agenda in a 

form in the previous parliament, but specifically excluded in the 2010 

election campaign; 

• all reforms occurred in periods of relative economic uncertainty (not always 

actual crisis), the first two in the wake of recessions, the third in the 

aftermath of the Global Financial Crisis. 

Using my design for this dissertation I inductively apply the conceptual framework to the 

case studies.  The three case studies that follow are similarly structured, providing a 

historical background, and an analysis of the political, economic and social contexts.  All 

include an overview of the case that helps explain the structure of the conceptual analysis.  

The principal, central part of the case studies discusses each of the variables depicted in the 

conceptual framework within each cluster in turn, providing analysis of relevant evidence 

and arguing whether the variables are supported.  A discussion follows, providing a concise 

outline of the importance of each variable, arranged within each of the clusters of the 

framework.  In chapter 8, I present a comparative table 8.1 that illustrates the findings 

about the variables across all three case studies.  In that chapter I also make some 

observations and recommendations about improvements to the framework for further 

research. 

4.6.4 Sources 

Economic change of the nature discussed in this dissertation owes its existence to 

influences associated with political economy, meaning sources for this study are multiple in 

scope and nature.  For instance, primary sources utilised include parliamentary 

proceedings, speeches, memoirs, interviews, government documents, public opinion polls 

and newspapers.  Given the importance and nature of these three reforms, I consider 

secondary sources from scholars in the subject areas.  I refer to peer-reviewed journals, 

monographs and edited chapters that discuss the subject reforms, actors and policy 

processes of the period.  I cite numerous reports and publications from organisations such 
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as the World Bank, the IMF, and Intergovernmental Panel on Climate Change (to name a 

few) within this dissertation in order to intensify and widen the depth of the information 

utilised to answer the research question. 
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Chapter 5 — ‘Breaching the wall’1 –The Whitlam 

government’s 25 per cent across-the-board tariff cut 

The economic policy decision that aroused perhaps the greatest congratulations and then 

controversy during our two terms in office was the 25 percent across-the-board cut in 

tariffs.  Probably no single decision was more widely applauded at the time it was taken.  

None has received more retrospective criticism or less retrospective analysis.2 

In this chapter, I examine the 25 per cent across-the-board tariff cut, implemented by the 

Whitlam government in 1973.  I assess the evidence concerning this important economic 

reform by utilising the adapted conceptual framework originally developed by Williamson 

and Haggard.  This review is arranged around the five ‘clusters of reform’.   To reiterate, 

the original four clusters are the economic conditions, the political conditions, the position 

of the economic team and the reform program.3  In addition to that original framework I 

include the role of ideas, for reasons explained earlier.  When reviewing the role of ideas, I 

use Daigneault’s four fundamental dimensions as a framework to examine the tariff cut 

policy as a paradigm.4  I also examine the four important factors of valence in determining 

the emotional attachment Australians held for this reform.5   

I begin this chapter by outlining Australia’s history of industry protection, in particular its 

use of tariffs to shelter domestic industries from international competition.  I demonstrate 

that no matter which government was in power until the 1970s, tariffs and other forms of 

industry protection continued to rise.  The Australian Tariff Board from its creation in 1921 

provided rent–seeking industries with government-sponsored ‘made–to–measure’ tariff 

protection.  I discuss the outcomes for Australia and its economy resulting from high levels 

                                                                                                                                                 

1 ‘Breaching the wall’ is borrowed from an editorial banner in the days after the Whitlam government’s 

tariff cut.  See "Breaching the Wall," The Canberra Times, 20 July 1973. 
2 Gough Whitlam, The Whitlam Government 1972-1975 (Ringwood: Viking, 1985), 189. 
3 Williamson and Haggard, "The Political Conditions for Economic Reform," 562-88. 
4 Daigneault, "Reassessing the Concept of Policy Paradigm: Aligning Ontology and Methodology in 

Policy Studies," 461-62.  For more details, see: chapter 3 ‘Role of ideas – A framework for analysing the 

role of ideas and paradigm change’, for more details. 
5 Cox and Béland, "Valence, Policy Ideas, and the Rise of Sustainability," 309.  See: chapter 3 ‘Role of 

ideas – Valence’. 
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of protection and the theories underlying tariff protection that supporters used to justify the 

tariff wall in Australia.  In the analysis that follows, I argue it was two of the five clusters 

of variables – the political conditions and the role of ideas – that were significant in the 

pursuit of this reform.  By contrast, economic conditions in the form of an economic crisis 

did not play a role in influencing the tariff cut, although external help provided by imported 

ideas from offshore was a significant factor in influencing the government’s pursuit of 

change.  The chapter shows that for the tariff cut the preeminent crisis variable was an 

insignificant factor.  Instead, it is likely that boom conditions played a role.  The chapter 

further demonstrates how a multiple-variable conceptual framework is useful for assessing 

reform decisions. 

5.1 Historical background 

It is almost as though Australia had a death wish.  …  by encouraging us to establish, or 

continue, industries for which we have no natural advantages, so that we use our limited 

resources in an unwise way.  You can, with the expenditure of immense effort, grow 

bananas at the South Pole, but it is clearly a silly way to behave.6 

The Whitlam government and tariff reduction—Australia changed forever 

On 2nd December 1972 Australians voted for change.  After twenty-three years of 

Coalition governments, the Gough Whitlam-led Labor government came to power.  The 

electorate did not provide the government with a large majority in the lower House of 

Representatives, but there was an energised feeling of change in the country.  The Labor 

Party’s election slogan of ‘It’s Time’ said much about collapsing confidence in the rule of 

conservative parties, that had largely failed to adapt to changing social and economic 

demands on Australian society.  Whitlam was not going to let opportunity fade and almost 

immediately he and the Deputy Prime Minister Lance Barnard were sworn in a ‘duumvirate 

cabinet’.  While the Australian Labor Party (ALP) factions wrestled over who should take 

the Cabinet roles in the government, Whitlam and Barnard began implementing party 

policy in a spree of decision-making.  Whitlam determined that he would introduce without 

delay the platform he outlined to the Australian people in his famous 1972 election speech 

                                                                                                                                                 

6 C. R. Kelly, One More Nail (Adelaide: Brolga Books, 1978), 1. 
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at the Blacktown Civic Centre.  The ALP had been out of power for so long that Whitlam 

and his party were impatient to introduce their policies that were included in what they 

euphemistically called simply, ‘the program’.  The program was central to the Whitlam 

government and the task they argued the Australian people had entrusted to them.7 

In a speech in 1973, Whitlam noted to some metal trades industry representatives that the 

actions of the government were surprising some in business.  Discovering what the 

government was doing was not difficult, he told the audience, ‘if you want to know what 

the Government is doing and what it will do – read the policy speech.’8  The program 

guided the government in its policy implementation, but it also influenced peripheral 

choices that supported the central spending tenets of its platform for change.  The program 

for change outlined in Whitlam’s 1972 policy speech is silent about tariff reform.  Yet, he 

told Australians that, ‘a Labor Government will not hesitate to use its powers as a customer, 

and through tariffs, subsidies and contracts to prevent unjustified price rises.’9  Although 

tariff reform had emerged over the years as an issue, little reform had taken place.  For 

generations, a protective tariff wall shielded Australia and its workers from many of the 

world’s economic pressures.  Many industries and work practices lacking innovation 

prospered behind that protected wall.    Despite early battles between ‘protectionists’ and 

‘free-traders’, Australia became unashamedly protectionist in the early years of Federation. 

The case for a protected Australia—inward looking and vulnerable 

Economic orthodoxy supports the view that there are ‘rarely good economic reasons for 

imposing tariffs’,10 and that free trade is the most efficient policy approach.11  A tariff is, ‘a 

                                                                                                                                                 

7 Whitlam, The Whitlam Government 1972-1975, 24. 
8 "Future Shock," (Speech at the MTIA Seminar Held in Melbourne, 1973), 3. 
9 Whitlam mentions the issue in some versions of the speech, but his podium version had those parts 

removed.  A printed booklet version states, ‘a Labor Government will not hesitate to use its powers as a 

customer, and through tariffs, subsidies and contracts to prevent unjustified price rises.’  The paragraph 

heading under which this appears is ‘Prices’.  See: "It's Time," (Speech at the Blacktown Civic Centre, 

Sydney, 1972), 7.  The podium speech omits those sections at the corresponding areas of document: "It's 

Time For Leadership," (Blacktown Civic Centre, Sydney, 1972), 10-11. 
10 Mark Horridge, "Tariffs in Australia: Theory, History and Effects," The Australian Economic Review, 

no. 82 (1988): 65. 
11 Brian Dollery and Stuart Whitten, "An Empirical Analysis of Tariff Endogeneity in Australia, 1904-

1974," Economic Analysis & Policy 28, no. 2 (1998): 213.  Also see: Kym Anderson and Ross Garnaut, 

Australian Protectionism: Extent, Causes and Effects (Sydney: Allen & Unwin, 1987), 16. 
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tax levied on imported products, but not on similar products which are made locally. ... 

They are an important tool of protection – the policy of shielding local industries from 

import competition.’12  Scholars offer numerous reasons why governments protect local 

industries against imports.  In 1973 (the same year as the cut) Perkins argued governments 

impose protection to develop infant industries, assist national defence, promote welfare 

reasons of a particular industry, and provide advantages (whether social or psychological) 

in favour of a diverse economy.13  A further obvious reason is governments sometimes just 

seek a soft source of revenue.14  This is politically appealing as tariffs are ‘invisible’ to 

most members of the community, allowing some governments to continue to ignore 

negative economic considerations.15  The result is supporters of import protection 

encourage the use of the mechanisms to serve both public and private interests.16  Both 

individuals (particularly those in marginal electorates) and interest groups exert influence 

over governments to maintain the protected status quo.17  Once that industry protection is 

part of a political and economic landscape (for economic, social or psychological reasons) 

it becomes popularly entrenched and difficult to reduce or remove.  This is exactly what 

happened in Australia, with the foundations of the tariff wall established very soon after 

European settlement. 

In the nineteenth-century Australians developed a sense of paranoia, openly displaying 

feelings of vulnerability.  Conley begins his book, The Vulnerable Country by arguing: 

Australia was born vulnerable.  From its beginnings as a precarious convict settlement 

on the ‘other side of the world’, through the development of self-governing colonies, to 

Federation and beyond, recognising and dealing with vulnerability led Australians to 

embrace an insular attitude … Australia’s outward focus was set firmly within the 

protective framework of British power and a reliance on British ‘men, money and 

markets’.18 

                                                                                                                                                 

12 Horridge, "Tariffs in Australia: Theory, History and Effects," 61. 
13 J. O. N Perkins, "International Aspects," in The Australian Economy, ed. Richard Ivan Downing 

(London: Weidenfeld and Nicolson, 1973), 53-57. 
14 Stephen P. Magee, William A. Brock, and Leslie Young, Black Hole Tariffs and Endogenous Policy 

Theory: Political Economy in General Equilibrium (Cambridge: Cambridge University Press, 1989), 30. 
15 Horridge, "Tariffs in Australia: Theory, History and Effects," 66. 
16 Anderson and Garnaut, Australian Protectionism: Extent, Causes and Effects, 28-39. 
17 Australian Protectionism: Extent, Causes and Effects, 35-39. 
18 Conley, The Vulnerable Country: Australia and the Global Economy, 1. 



Page 134 

 

Those feelings of vulnerability were strongly manifested in the industry protection wall 

Australia constructed around imported goods.  It is apparent that controversial programs 

such as the racist White Australia policy became linked with job protection and wage rates 

of local workers.  In fact, White Australia, industry protection and the resource endowment 

of the country, ‘helped to entrench a protectionist mindset’.19  That mindset moved through 

phases throughout the twentieth-century, yet by 1970, Australia maintained the second 

highest rates of tariff protection in the developed world, exceeded only by New Zealand.20  

Feelings of vulnerability led to desperate searches for revenue and a belief in the need to 

grow a European population.  Economic policy favouring one industry over another in turn 

led to claims from other neglected groups.  Tariff protection and other industry assistance 

became a self-sustaining and compounding industry of its own, as business and industry 

associations continually lobbied for protection.  This industry-of-industry-protection 

became a cultural norm, perhaps a ‘faith or dogma’.21 

Almost from the moment of white settlement, Australians feared ‘outsiders’ and wanted to 

exert control over imports.  When Europeans arrived in Australia they imported ideas of 

industry protection and loyalty to Great Britain.  As far back as 1791, Governor Phillip 

proposed levying a customs duty, and by 1800 imported spirits had the impost enforced 

upon them.22  Revenue became the early motivating factor for import protection, so it is 

understandable why vulnerable colonies used tariffs as a sustaining measure.23  On the one 

hand tariffs provided much needed revenue for the emerging colonies, but, on the other, 

                                                                                                                                                 

19 The Vulnerable Country: Australia and the Global Economy, 1. 
20 Anderson and Garnaut, Australian Protectionism: Extent, Causes and Effects, 6. 
21 W. K. Hancock, Australia (London: Benn, 1930), 89.  Despite reform, even in contemporary Australia 

tariffs and industry assistance continue to cost billions of dollars, see: Productivity Commission, "Trade 

& Assistance Review 2013-14," (Canberra, ACT: Productivity Commission, 2015), 4. 
22 Robert M. Conlon, "Protection of Australian Manufacturing: Past, Present and Future," in Trade and 

Growth: New Theory and the Australian Experience, ed. Satya Paul (St. Leonards: Allen & Unwin, 

1998), 222. 
23 The historical discussion that follows draws from a number of sources not directly referenced in the 

interests of brevity: Horridge, "Tariffs in Australia: Theory, History and Effects,"; Ann Capling and Brian 

Galligan, Beyond the Protective State: The Political Economy of Australia's Manufacturing Industry 

Policy (Cambridge: Cambridge University Press, 1992); Jonathan Pincus, "Evolution and Political 

Economy of Australian Trade Policies," in Australia's Trade Policies, ed. Richard W. T. Pomfret 

(Melbourne: Oxford University Press, 1995), 55; Andrew Leigh, "Trade Liberalisation and the Australian 

Labor Party," Australian Journal of Politics & History 48, no. 4 (2002); John Tinney, "Australian Trade 

Policy - A Historical Approach and Current Trends," in Australia and the Global Economy, ed. Tony 

Ciro, Bruno Mascitelli, and Siva K. K. Muthaly (Ballan: Connor Court Publishing, 2009), 46-55. 
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they helped to maintain the continent as a captive market for British industry.24  Until 1850, 

Britain set tariff rates for the colonies, but that power was ceded to local Australian 

governments.  The establishing legislation prohibited preferential rates on inter-colonial 

trade and this worked against the colonies developing a customs union. 

Still, prior to federation, tariffs were a ‘particularly divisive political issue.’25  Australia’s 

colonies were roughly divided between protectionists in Victoria and free-traders in New 

South Wales.  Tariff levels in Australia’s other colonies fell somewhere between the two 

extremes of their two larger counterparts.26  There was an obvious division in the attitudes 

towards tariffs between Australia’s two most populous colonies before federation.  Even 

though many wealthy Victorians opposed tariffs in order to protect their own interests, over 

time the state developed the highest rate of protection among the colonies, in an effort to 

retain jobs for ex-gold rush miners.27  As gold reserves waned (particularly alluvial 

reserves) thousands of ex-miners flooded back into the cities.  The Victorian government 

wished to retain its population and in order to do so it maintained high levels of protection 

it believed would assist to develop its manufacturing industry.  It considered trade policy 

important to provide assistance to import-competing industries in order to attract 

immigrants and to provide them with jobs.  The additional attractive benefit for the 

government was the income it earned from industry protection measures, but revenue was a 

live issue for all of the Australian colonies.  In the pre-federation era there were generally 

three sources of income for the colonies: export taxes, import taxes, and land sales, leases 

and taxes.  Both of the major colonies imposed a tax on gold exports and although all 

colonies used tariffs, Victoria did so to a much greater extent.  New South Wales had a 

greater, more reliable income-flow from land revenues.  As a result it favoured lower, more 

uniform tariffs.  By the mid-1890s, free-trade radicals in New South Wales had pushed 

their views to such an extent, that the colony only imposed taxes on revenue.  The relative 

positions of the other colonies fell somewhere between the extreme views in Victoria and 

New South Wales, with South Australia the most protectionist after Victoria.  Even though 

                                                                                                                                                 

24 Horridge, "Tariffs in Australia: Theory, History and Effects," 66. 
25 Warhurst, Jobs or Dogma?: The Industries Assistance Commission and Australian Politics, 29. 
26 Capling and Galligan, Beyond the Protective State: The Political Economy of Australia's 

Manufacturing Industry Policy, 73. 
27 Beyond the Protective State: The Political Economy of Australia's Manufacturing Industry Policy, 72. 
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the remainder of the colonies declared themselves to be in favour of free trade, they also 

imposed protection in favour of local industries.  Western Australia protected local 

manufacturers and food producers, Queensland its sugar industry, while Tasmania called 

for freer trade, but imposed tariffs as a retaliatory measure.  By 1901, the principal source 

of revenue for the Australia colonies was import duties.  The relative policy and cultural 

positions of the colonies appeared intractable to change, and yet these differences ended at 

Federation when the new country banned duties between the states and imposed a uniform 

tariff on imported goods.  Federation also brought the issue of protection directly into the 

nation’s parliament and politics. 

After some initial concerns following federation, the issue of tariffs was not the subject of 

major electoral conflict.28  Business was initially divided as Protectionists joined with 

Labor to defeat the Free Traders.  Concerns about the growing power of Labor pushed 

business groups and interests to compromise and to unite to counter the labour movement.  

Eventually Australia’s ruling political parties became almost entirely protectionist in 

practice, until the breakdown of the import protection regime commenced in the 1970.  

This virtual unanimity across the decades reinforced the Australian culture of protectionism 

and paranoia against change, fuelled by perceptions and the reality of vulnerability.  

Australia’s first two Prime Ministers Edmund Barton and Alfred Deakin represented the 

Protectionist Party.  Barton’s notes from his election speech leading up to the 1901 election 

are revealing.  He argued protection was essential for development, employment and trade, 

declaring ‘I am Protectionist, and so are nearly all my colleagues.’29  A protectionist stance 

by the early Federal governments set a pattern for those that followed, reinforcing the 

cultural and political norm.  Members of the recently emerged Labor Party held diverse 

views about protection, yet by 1905 the party supported Deakin’s Protectionists to form 

government.  An alignment between the ALP, trade unions, and local manufacturers 

protecting local industries developed and strengthened over the ensuing decades.  The 

ALP’s reputation for maintaining a supportive attitude towards protecting the 

                                                                                                                                                 

28 Warhurst, Jobs or Dogma?: The Industries Assistance Commission and Australian Politics, 31. 
29 Museum of Australian Democracy, "Election Speech - 1901 - Edmund Barton," Australian 

Government, http://electionspeeches.moadoph.gov.au/speeches/1901-edmund-barton. 
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manufacturing sector was well earned.30  According to Leigh, this entrenched view ‘helped 

ensure that the twin trends of industry protection and fair wages stood side-by-side in 

Australia for the next sixty years.’31  The Labor Party was not alone in its support for this 

‘new protection’ and other politicians mounted little resistance to it until later in the 

century.  In the first decade after federation Australia enshrined in legislation a system 

whereby employers provided ‘fair and reasonable wages’ to workers, in exchange for 

waves of protection.32  It was during this period, 1890 to 1910 that ‘the mould of Australian 

politics and public policy was set’.33  This was a compromise between capital and labour 

that aimed at finding a compromise that appeared to be in the best interests of both.  This 

compromise included four interwoven policies of ‘tariff protection; industrial arbitration; 

White Australia; and ‘state paternalism’.’34  According to Fenna, this was the ‘general 

framework of protection behind which Australian society and the Australian economy were 

to develop.”35  This framework has become famously known as the ‘Australian Settlement’, 

a phrase coined by Kelly.36  Even though the Settlement entrenched a special relationship 

between labour and the Labor Party, the framework became an Australian cultural norm. 

Parties such as the Protectionist Party, Commonwealth Liberal Party, United Australia 

Party and the Liberal Party did little to weaken the tariff wall.  Instead the general trend 

over the years was to reinforce and expand it.  George Reid’s Free Trade Party government 

(1904-05) was the only anti-protection federal government post-federation.  Reid failed to 

rule with a proper majority in either house and his government was short-lived and failed to 

prevent protectionism.  In its earlier days, the Country Party voiced some timid concerns, as 

many of its natural constituency raised doubts about protection.37  The party, however, 

accepted a subservient position to its largely urban Liberal Party majority partner.  The 

Country Party’s John McEwen (as Minister for Trade and Industry) also later energetically 

                                                                                                                                                 

30 Warhurst, Jobs or Dogma?: The Industries Assistance Commission and Australian Politics, 29. 
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pursued a system of higher tariffs for manufacturing interests.38  McEwen was conscious of 

declining rural populations and hoped that decentralised manufacturing industries might 

assist rural communities.39  Anderson and Garnaut argue the Country Party based its 

support for protection on its drive to shield smaller farms producing for the domestic 

market, rather than the larger wool and meat industries whose workers generally supported 

the ALP.  This is despite the much higher value of those two commodities for the 

Australian economy.40  Once the Country Party fell into line in the 1920s, ‘there was 

something of a protectionist consensus, and this consensus allowed protectionism to be 

strengthened or at least maintained for half a century.’41 

Tariffs rose after the First World War, increasing during the 1920s and 1930s, only pausing 

for a period following the Second World War.  They became the preferred policy option 

during the 1920s, as industries established during the First World War sought to protect 

their continued existence.  A number of famous tariff measures developed over the years.  

These include the Lyne tariff of 1908 (that established a prototype for protectionist 

behaviour), the Greene tariff (1920-21), the Pratten tariff (1925-26), the Scullin tariff 

(1929-30), and various other rises and currency revaluations to deal with the effects of the 

Depression.42  Tariffs from the 1920s onwards became known as ‘made-to-measure’ tariffs, 

requested by industries to assist them to establish and prosper.43  The result for Australia 

was that during the 1920s the average tariff rate almost doubled,44 following the average 

tariff on non-food manufactures almost doubling between federation and 1920.45  Warnings 

emerged about this increasing degree of tariff protection, but not about the principle of its 

existence.  For example, Prime Minister Stanley Bruce set up the Brigden Committee in 

1929, seeking a more ‘scientific’ method of managing tariffs.  The Committee’s report 

developed a methodology, arguing ‘the tariff’ had supported Australia’s ‘objective of 
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40 Anderson and Garnaut, Australian Protectionism: Extent, Causes and Effects, 47. 
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seeking the largest white population at the highest standard of living.’46  It concluded, 

however, that ‘the total burden of the tariff has probably reached the economic limits, and 

an increase in this burden might threaten the standard of living.’47  This warning remained 

unheeded by subsequent governments and tariffs doubled between 1929 and 1932, as the 

Depression had the effect of strengthening the protectionist norm.48  For some decades 

following the Second World War, governments preferred the expanded use of import 

licences to restrict volumes of incoming goods,49 yet a review conducted in 1960 resulted in 

tariffs again becoming the preeminent control measure.  No matter the method, the actions, 

or inactions, the Tariff Board under the influence (or even control) of successive 

governments drove Australia’s protective norm. 

Established in 1921, the Tariff Board’s main purpose was to advise the government on 

assistance to local industries.  In particular, it was to report on ‘the necessity for new, 

increased, or reduced duties’ and ‘the necessity for granting bounties for the encouragement 

of any primary or secondary industry in Australia.’50  For decades the Board became the 

protectionist handmaiden for governments and interest groups.  Over time even the Board 

realised change needed to occur, and although it called for a review of policies of 

protection as far back as the 1950s, it failed to match its rhetoric with activity.51  

Governments from Menzies through to McMahon avoided reforming industry protection, 

ignoring the report of the 1965 Vernon Inquiry.  Vernon was important because it criticised 

the wide scattering of rates of protection.  According to Capling and Galligan, the Vernon 

Report ‘slaughtered several sacred cows of protectionism.’52  It advised the imposition of a 

flat rate ‘benchmark’ tariff for consistency and industries should no longer expect 

protection as of right.  Yet, even if the recommendations of Vernon were ‘brushed aside’, it 

and some other emerging factors began to influence the idea that change was possible, 
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albeit slowly.53  An easing of balance of payments pressures from increasing mineral 

exports also provided opportunities for reform.  Most notably for those calling for change, 

however, was the inspiration provided by the improved work standards of the Tariff Board 

under the leadership of its relatively new chairman, Alf Rattigan.  The comfortable 

arrangement of perceived legitimacy began to unwind when McEwen appointed Rattigan in 

1963. 

Rattigan had been the Comptroller General of Customs and Permanent Head of the 

Department of Customs and Excise before his appointment to the Board.  For McEwen the 

selection became problematic as Rattigan was not the compliant choice he had hoped for.  

Powell argues ‘this must rank among the worst blunders of one of Australia’s most adroit 

political strategists.’54  Rattigan worked to professionalise the Board, applying a scientific 

methodology aimed at ensuring industries justified tariffs.  Following his appointment, the 

Board recognised in its annual reports of 1966-67 and 1967-68 that the approach to 

managing protection needed to change.55  The task was a difficult one and Rattigan took 

years to gain full political notice and effect.  According to Rattigan, the Board’s ‘traditional 

approach’ to its work concentrated on industry areas exerting pressure for protection; was 

narrow in its scope of products it considered; encompassed a rigidly defined scope of 

references supplied by government (and so controlled by it); was not concerned with 

overall effects to the economy, just each separate claim; and tended to consider assistance 

only after a manufacture had begun, resulting in additional pressure to comply with the 

request for protectionism.56  Rattigan later went further, arguing McEwen controlled the 

Board from inside government.57 

There were multiple consequences created by industry pressures for higher tariffs managed 

by an impotent regulating body.58  The most important outcome for Australia was tariffs 
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gradually increased in both scope and level.  Arrangements of industry protection were 

inconsistent and convoluted in their approach.  The Board failed to develop and utilise 

effective criteria to make tariff decisions and would have had limited scope for reform 

anyway under the combined influences of industry and government.  The self-perpetuating 

norm distorted economic, political and societal arrangements.  When reflecting on this 

period of extensive tariff protection, the Liberal Party’s free-trade advocate Bert Kelly 

argued: 

With competition so limited and the domestic opportunities so easy, it is not surprising 

that there was not much interest in tariff reform.  ‘Why worry? was the natural 

reaction’—Things are going along O.K., and there is nothing to worry about.  If any 

industry is in trouble we can afford to give it some more protection, so what are these 

theorists worrying about with their moaning about the cost of production?59 

For Australia, protection resulted in various costs including weak import competition and 

feeble international competitiveness, ensuring restricted domestic economic growth and 

poor ‘export-penetration’.60  As a share of the economy, exports also relied significantly on 

a narrow list of primary products.61  By the 1960s import protection had contributed heavily 

to collapsing manufacturing activity, lack of international competitiveness, and local 

inefficiencies leading to Australia becoming less engaged in the world economy.62  In 1913 

Australia’s merchandise exports were 10.9 per cent of GDP.  That figure fell to only 7.8 per 

cent in 1950 and rose only slightly again to 9.5 per cent in 1973.  Over six decades 

Australia became less ‘globalised’, compared to almost all other developed economies, 

except for the United Kingdom.63  Even though times were changing and other markets 

began to embrace greater competition, tariffs and other forms of protection were still 

widely favoured in Australia. 
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Despite many expert views opposing protection, Australian historic popular opinion 

supported the use of tariffs and other mechanisms of industry protection.64  Warhurst 

examined poll data on attitudes towards protection following the Second World War.  

Surveys in the 1940s and 1950s, ‘showed a public not particularly well informed, quite 

confused, but probably supportive of protectionist policies.’65  By 1952 (and again in 1955) 

a majority of the population approved of restricting imports.66  Attitudes endured, as only a 

year after the government removed import quotas in 1960, an overwhelming majority of 

Australians supported reintroducing them.67  Warhurst concludes from assessing 

longitudinal attitudes that in spite of some shifts and confusion, Australians were 

comfortable with the protected tariff regime under which they lived.  He asserts, ‘among 

the general public it is likely that such attitudes still prevailed when the Whitlam 

government came to office.’68 

Leigh contends that without considering the role of ideas, other theories are insufficient to 

explain support of industry protection.69  By ideas, Leigh means ‘the beliefs and ideology 

of the central decision makers.’  Advocates of ‘neoclassical political economy’ argue that 

even though obstacles to free trade might be economically inefficient, there will be strong 

political reasons for them occurring as votes in marginal seats also require protection.70  

These underlying ideas and feelings of intransigence helped to construct Australia’s 

political economy wall of industry protection.  A popular preference for the status quo and 

a strong, emotional connection with Australia’s system of industry protection provided an 

almost insurmountable wall for Whitlam to breach in 1973.  Times were changing, 

however, and the elements that had constituted the Australian Settlement, were now under 

threat.  
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Events leading to the 25 per cent tariff cut 

Economic instability in Australia predated the Whitlam government.  From the late 1960s 

onwards, Australia experienced increasing inflation, mounting industrial unrest, an 

unrealistic boom in the prices of mining shares, currency problems, rapid rises in net capital 

inflows, and large increases in international reserves, which multiplied the local money 

supply in 1972.71  Prime Minister McMahon became concerned about some of these 

challenges in late 1971.  His government relaxed monetary policy, reduced interest rates, 

and eased lending controls.  They made grants to the states for unemployment relief, 

increased expenditure on schools, provided investment allowances for manufacturing plant 

and equipment, reduced personal income tax rates, and increased pensions.72  The 

international economy was increasingly unstable with the breakdown of Bretton Woods and 

escalated US expenditure on the Vietnam War.73  The commodity price boom in 1972-73 

and OPEC’s quadrupling of oil prices, added to the inflationary effects of loose fiscal 

discipline and led to rising unemployment, stagnant growth and accelerating inflation.74  In 

1973, however, the general economic situation facing Australia was more favourable than it 

had been for some time.  Although the economy had been in recession before the 1972 

election, it was recovering due in part to the devaluations of the dollar.  Unemployment was 

falling and the balance of payments was under control. 

Soon after the election, Whitlam appointed distinguished public servant Sir John Crawford, 

to examine the problem of structural adjustment.75  Whitlam continued to express concerns 

about tariffs,76 and accepted Crawford’s recommendation to replace the Tariff Board with a 

new organisation (the Industries Assistance Commission (IAC)).  The new IAC was also to 

have a capacity for wider-ranging economic reviews beyond tariff policies.  Whitlam also 

appointed prominent external economists and policy advisers to positions of influence 
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within the government.  Of note were Dr H. C. ‘Nuggett’ Coombs, Professor F. H. Gruen 

and Brian Brogan.  Brogan quickly emerged as a senior economic adviser to Whitlam.  As 

RBA Governor, Coombs had called for tariff reform.  In the late 1960s Gruen argued that 

the tariff system was inequitable and because the government protected so many domestic 

industries, it may as well provide assistance to exporting industries as well.77  Rattigan 

found an ally in Whitlam, reinforcing the Prime Minister’s views on protection.  Whitlam 

had been a ‘tariff-sceptic’ for many years and the circumstances presented to his 

government in mid-1973 provided him with a window of opportunity for change, despite 

opposition emerging from the symbiotic connection between the unions, manufacturing 

industries and the ALP. 

During the early stages of 1973, Whitlam’s economic advisers, particularly Coombs and 

Gruen (as well as others within the government) developed concerns about rising 

inflation.78  Whitlam and his key economic advisers aimed to deal with underutilised 

capacity and rapidly rising inflation.  For example, the inflation rate for the June quarter of 

1973 came in at 3.3 per cent.79  Private and public demand grew steeply, and shortages of 

goods and labour also increased.80  Wage demands and massive capital inflows (increasing 

the growth of domestic money supply) also played a role in spurring inflation.  The 

government decided it should respond, by increasing the supply of goods and assist with 

capacity concerns.  Only weeks before the cut in June 1973, Whitlam had almost 

surreptitiously engaged Rattigan to prepare a report on how to reduce consumer prices.81  

Rattigan obviously inspired Whitlam’s support as he declared himself to be ‘a strong 

Rattigan man’, even though the two never met.82  The Rattigan Report’s most notable 

recommendation was that ‘all tariffs be reduced by one-quarter’, to increase imports, slow 

prices rises and reduce pressure on the budgetary deficit.83  The report also laid out a 
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blueprint for the government, arguing it promptly announce the cut if it decided to pursue 

the reform, establish a compensation Tribunal, and it create an adjustment fund to support 

affected ‘employees and proprietors’.84  The Cabinet showed some interest in a cut when 

the idea was first suggested in May 1973.  Coombs completed initial work on the 

mechanics of the reform and a month later he brought his outline to Whitlam, encouraging 

the Prime Minister to proceed.85  So, on a cold Canberra night on the 17th July 1973, 

Whitlam took the proposal to Cabinet.  They were not universally supportive of his idea as 

it was contrary to the Labor policy platform (and a principle of the ‘Australian Settlement’), 

but nonetheless, Cabinet endorsed an unprecedented across-the-board 25 per cent tariff cut 

with the vote carried by the narrow margin of sixteen votes to eleven.86  Writing in 1982, 

Glezer suggested the cut was ‘the single most extensive decrease in tariffs during the 

century.’87  A policy window of opportunity opened and the ‘the internationalisation of the 

Australian economy began’.88 

Whitlam admitted after the cut that concerns over the increasing price of goods and 

inflationary pressures drove government action at that stage.89  Local manufacturers and 

producers also stood to benefit from cheaper imported supplies for their industries, which 

would lower their production costs and further help ease price pressures.  Previous 

Australian governments often turned to a revaluation of the currency to deal with economic 

challenges such as increasing current account deficits.  This was again the response 

preferred by Treasury in July 1973 to deal with raging inflation.  According to Gruen, 

Treasury based its opposition to the cut on three arguments.90  First, it feared the cut would 

alter traditional approaches.  A cut would prejudice the possibilities of currency 

revaluations in the future.  Second, the department was concerned that the approach was 
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unjust as it had such an indiscriminate, broad application.  Ironically, it insisted that tariffs 

were an area of ‘justice’ that needed to be both done and ‘seen to be done.’91  Last, the 

effects of such a relatively drastic method on industries and unemployment were uncertain.  

Whitlam’s action to pursue the cut shows he rejected these concerns.  He distrusted what he 

saw as the comfortable, entrenched interests in Treasury, and the institution felt aggrieved 

at the government seeking its own independent assistance.92 

The Rattigan Report recognised a need existed to increase the levels of merchandise 

imports, ‘if the Government is to sustain its social and economic program without 

excessive inflationary pressures developing’.93  According to Capling and Galligan, the cut 

was one method the government used to ensure it could achieve ‘the Labor Party’s 

cherished socio-economic aims’.94  The tariff cut became symbolic, an indicator of 

Whitlam’s attitude to government and ‘the program’ of reform.  Capling and Galligan 

argue that while the immediate action to cut tariffs aimed to slow inflation and reduce 

prices for consumers, it was also designed to provide the political and economic latitude for 

the government to continue to pursue its reform program.  Any losses in revenue from 

lower rates of industry protection would be eclipsed by the effects of rampant inflation.  

Whitlam admitted that through the cut the government aimed to curb inflation, a scourge 

that ‘makes it more difficult for us to implement, as promptly as we would wish, the great 

social reforms in housing, education, health, transport and the cities, to which we are 

pledged.’95  On that basis, the overall aim of the reform program supplanted all other 

concerns.  Whitlam loathed the unjust nature of Australian industry protection and it is 

probable that he would have dealt with it at some stage in any case.  Leigh argues the 

across-the-board cut occurred ‘without any public warning’, but this is not entirely 

accurate.96  ‘For those who followed such issues’, argues Carroll, ‘there had been 
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rumblings for a decade or so.’97  The surprise for observers should not lie in Whitlam’s 

determination to reduce tariffs, but in the timing of the decision. 

The short period of the Whitlam government from 1972 until 1975 is well documented, 

including its policy triumphs and misadventures.  Yet, the importance of the July 1973 

tariff cut is often overlooked.  It was not a policy misadventure, but neither was it the 

political triumph it may have been.  The reform delivered a policy shock that subjected 

some industries to cheaper, imported competition, exposing some workers to the 

vicissitudes of a changing employment market.  The tariff cut became one of the bravest 

economic decisions in Australian history, but as I will show, the reaction to it had grave 

consequences for Whitlam and his government.  Over time, pressure mounted on the 

government to reverse the cut.  Although the reduction was not reversed, the government 

yielded by adjusting some complementary measures, diminishing the effects of the cut, 

something Whitlam feared and did not wish to concede ‘too readily’.98  Following the 1974 

election, the government restricted imports of textiles, clothing and footwear, devalued the 

currency by 12 per cent, and considered changes to protection of the automotive industry.99  

Despite these compromises, the government suffered reduced political support in the areas 

affected by the real and perceived consequences of the cut. 

Liberal leader and Leader of the Opposition Malcolm Fraser harnessed anti-tariff reform 

hostility in his relentless march towards government.  This was perhaps best demonstrated 

when in June 1975 the ALP lost the Bass by-election, in a crushing defeat.  Centred on 

Launceston and a local textile industry, many voters blamed rising unemployment on 

Whitlam’s pursuit of tariff reduction.100  Warhurst argues, ‘in less than three years industry 

assistance had been transformed from a comparatively insignificant election issue into a 

major source of division between the parties.’101  Even within the government, a growing 

number of members argued the reform was a mistake.102  Reid argues that, ‘with job 
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protection and full employment important to Australians, the tariff decision undoubtedly 

contributed considerably to the ALP’s 1975 rout’.103  He does not suggest the decision was 

the primary cause for the defeat of the government, yet ‘it almost certainly caused sufficient 

Australian voters to turn against the ALP to ensure the ALP’s defeat.’104 

5.2 Analysis of the 25 per cent tariff cut 

The tariff cut was unheralded and radical by Australian standards.  It shook many levels of 

the society as the country’s longstanding, complex and extensive tariff wall came under 

threat.  In the remainder of the chapter, I consider Williamson’s clusters of variables in 

explaining such an unusual change from traditional practice.  I begin by examining the role 

that economic conditions played in this reform. 

Economic Conditions 

The elements of the economic conditions cluster reviewed in this dissertation are crisis and 

external help.105  This section assesses the relevance of these variables in the conception, 

implementation and durability of the Whitlam government’s tariff cut.  The literature about 

the role of economic conditions is dominated by the crisis hypothesis.  The economic 

conditions that existed when the government was elected in December 1972 may appear to 

support this variable.  Yet, the evidence supporting that contention is not that 

straightforward.  When Australia elected the Whitlam government the country was in 

recession.  Policies by previous governments and the protected, insular and unresponsive 

nature of the local economy had failed to equip Australia with the resilience and flexibility 

necessary to cope with global stagnation.  There was also the perennial problem of 

managing the value of the Australian dollar.  Coalition governments avoided appreciating 

the currency, wishing to provide exchange rate protection to industries producing tradable 

goods.106  During the early months of 1973 the economy grew, unemployment fell, and 

balance of payments figures looked positive. 
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Leading up to the tariff cut, Whitlam contended that there had been a ‘dramatic and healthy 

change’ to the economy.107  He argued conditions were leading towards ‘full employment 

and labour shortages’ and that there was nothing wrong with ‘prodding industry into greater 

resilience and adaptability to change by exposing it to a more competitive climate.’108  

Whitlam explained to Australians in a national broadcast a few days after the tariff cut that: 

Our economy is in a sound and remarkably robust condition.  We have, for a start, 

eliminated the serious unemployment which faced us when we came to office.  Demand 

for labour is high.  Business is booming.  Consumer spending is running at very high 

levels.  Our overseas reserves are immensely strong …109 

Australia’s inflationary pressures of 1973 were multiple.  Increases in the costs of primary 

products played a significant role, as did dramatic increases in wages and ‘excess demand 

inflation’ (where demands drive up prices of goods and services) also contributed to the 

problem.110  Early in 1974, a report by the Melbourne Institute of Applied Economic and 

Social Research described these circumstances, as ‘a virtually unprecedented rash of 

shortages of goods and an unsatisfied demand for labour.’111  A factor contributing to the 

wage breakout was the recurring Australian issue of a mining boom.112  The centralised 

industrial relations system helped spread wage inflation across the Australian community.  

Demands in 1973 led to some wage rates increasing by 20 per cent during the year.  On 

average, wages soared 13.5 per cent, as the consumer price index spiralled 9.5 percent 

higher than in 1972.113  Early in its term, the Whitlam government revalued the dollar to 

restrict the money supply and ease inflationary pressures.114  Within a short period, 

however, these domestic policy responses were ‘swamped’ by a world commodity boom.115  
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It was within this unusual economic environment that Whitlam commissioned the Rattigan 

Report. 

In addition to the headline recommendation to reduce tariffs, the Rattigan Report concluded 

positive conditions made it easier to achieve change ‘more smoothly and with greater 

advantage at present than at any other time.’116  The OECD argued in late 1972 that the 

economic conditions made it ‘an ideal time for a more substantial attack on the level of 

protection.’117  Gruen argued later that many economists viewed full employment and a 

positive external situation as favourable factors supporting a substantial reduction in 

tariffs,118 and economic conditions in mid-1973 were propitious for implementing the 

cut.119  Of course Gruen was ‘one of the strongest advocates’ encouraging Whitlam on the 

merits of lower tariffs.120  Whitlam and Jim Cairns (the Minister for Trade and Secondary 

Industry) explained to Australians in a joint public announcement, that: 

The justification for the general reduction of tariffs is the excessive rate of inflation 

which now prevails.  Inflation is harmful to every Australian.  Action must be taken to 

reduce its harmful effects with the least delay.  Inflation can be offset by an increase of 

supply of goods in Australia. … These tariff changes will assist in the fight against 

inflation in the interest of the nation as a whole …121 

Whitlam also argued in a national broadcast a few days after the announcement that the 

government’s actions were ‘an attack on inflation.’122 

The external help provided by organisations and individuals was significant in the process 

of conceiving and implementing the tariff cut.123  Even though Australia had a long history 
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of resistance to reducing import protection, demands to for re-examine this defiant stance 

developed at both international and local levels.  Lloyd argues that observations made by 

the OECD provided an impetus for change within the Australian government.124  In 

December 1972 the OECD criticised Australia’s high rate of tariffs, arguing the Australian 

manufacturing industry was not capable of justifying its ‘relatively high level of 

protection’.125  They recommended a universal tariff cut, as it might also strengthen the 

balance of payments and have ‘a restraining effect on the rate of inflation.’126  Australia had 

the United Kingdom, West Germany and Japan as examples of other developed countries 

that had already made across-the-board tariff reductions.127  The General Agreement on 

Tariffs and Trade had significantly cut tariffs for manufactured goods, but left agriculture 

untouched.  This reflected the economic structures of the West Europeans, the Japanese and 

the North Americans.  Australia had considered itself different but that began to change as 

Australian economists increasingly questioned the tariff wall. 

Warhurst argues that before the 1960s the influence of economists was limited and in the 

main they supported the system of tariff protection.128  He also contends that economists 

supported the view—reflected in reports ranging from the Brigden Report in 1929 to the 

Vernon Committee of Economic Enquiry in 1965—that tariffs had been necessary to build 

an industrial nation.129  Corden maintains that economists were ‘concerned with seeking a 

rationale for well established policies’,130 and because there was no widespread opposition 

to the tariff wall, there was no impetus for change.131  Nevertheless, from the 1950s 

onwards some academic economists became concerned about the costs of protection and its 
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effects on resource allocation.132  A textbook popular in Australian universities of the era 

declared, ‘many economists are free-traders and almost all basic text-books in economics 

provide strong defences of free-trade policy.’133  Still, even economists who questioned the 

logic of protectionism were not providing guidance on what a different system might look 

like.  The Australian paradigm appeared impenetrable to change.134 

The growing technical sophistication of economics also contributed to changing views 

about Australian protectionism.135  An example of that influence was the work of Max 

Corden.136  In the late 1960s, Corden wrote a number of papers arguing for greater 

technical analysis of the impact of Australian tariffs.  Corden developed the concept of the 

‘effective rate of protection’, which was enthusiastically adopted by Rattigan and the Tariff 

Board.137  In 1967, Rattigan argued that ‘there was no attempt to look at the structure of 

tariff protection as a whole and the Tariff Board had no comprehensive knowledge of the 

results of its work.’138  The Board analysed tariff levels and concluded rates were 

excessive, advantaging some groups over others.139  Leigh argues it was the intellectual 

work undertaken by Rattigan—assisted by economists like Corden—that was the chief 

motivation for the cut.140 
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Rattigan and the Tariff Board, following Corden’s arguments, laboured to convince the 

public service, media and politicians of the need for tariff reform.141  Reform could only 

occur through the actions of politicians, but yet they were the most obstinate.  Still, 

intellectual influence directed through a sympathetic politician provided the possibility that 

these experts could help open a window for reform.  Whitlam sought technical economic 

expertise to advise on policy issues.  He commissioned Crawford and Rattigan to review 

various aspects of the system of industry protection.142  In turn, and in time, many of these 

experts provided support for the government’s economic policy (including reducing tariffs) 

opening up sources of advice distanced from ‘sectional interests’ and parts of the 

bureaucracy.143  It was well known that Whitlam thought ‘Treasury could not be trusted to 

provide loyal, disinterested and frank expert advice’, leading to the ‘end of the Treasury’s 

unrivalled dominance of economic advice.’144  The government worried Treasury’s single 

line of advice might provide it with false information and that it was incompetent, 

particularly with forecasts.145  Whitlam appointed external prominent economists and 

policy advisers to positions of influence within the government.  Of note were Dr H C 

‘Nuggett’ Coombs, Professor F H Gruen and Brian Brogan.  Brogan quickly emerged as a 

senior economic adviser to Whitlam.  Gruen was a consultant to the Department of Prime 

Minister.  He was an economists who had worked with the tariff Board and was one of the 

staunchest critics of Australia tariff wall.  For some years under the stewardship of Coombs 

as Governor, the Reserve Bank was one of the few institutions calling for tariff reform.   As 

the months of 1973 progressed he encouraged the government to accept that inflation was 

its major looming economic problem.  Coombs formally proposed a tariff cut to Whitlam at 

the end of June 1973, after initial background work by himself and Gruen.146  By that stage 

Whitlam was receptive to the idea and waited for the policy window to open for reform.  In 

sum, external help from the transference of ideas from offshore and from the work of local 

                                                                                                                                                 

141 "Trade Liberalisation and the Australian Labor Party," 492. 
142 Whitlam appointed Crawford to review the actions and powers of the Tariff Board (who later 

recommended widened scope and powers under the Industries Assistance Commission) and Rattigan to 

advise on reducing inflation. 
143 Rowse, "The Social Democratic Critique of the Australian Settlement," 229. 
144 Whitwell, "Economic Affairs," 43.  The possible risk was that advice could vary from one advisor to 

another, providing a dilemma for Whitlam and his ministers, see: "Economic Affairs," 41. 
145 "Economic Affairs," 44. 
146 Glezer, Tariff Politics: Australian Policy-Making, 1960-1980, 117. 



Page 154 

 

economists and advisers was a significant influence in both the timing of the tariff cut, and 

its initial conception. 

In conclusion, there is not persuasive evidence that economic crisis motivated the 

government to cut tariffs.  Dyster and Meredith argue ‘crisis’ prompted the tariff cut.147  

Yet, it was not crisis that the government of the day argued was causing them to reduce 

tariffs.  Instead, Whitlam constructed a policy-specific narrative of ‘boom conditions’ that 

convinced enough members of Cabinet to support his proposal,148 which was framed by the 

concerns of policy-makers about rising inflation.  A crisis may have ensued later, but at the 

stage of the cut it was a pragmatic, pre-emptive policy initiative to prevent further 

economic uncertainty.  The example clearly shows how governments may introduce 

reforms during relatively positive economic conditions, in an attempt to prevent crisis.  

Conversely, external help was a relevant factor, influencing the move to cut tariffs and the 

nature of the reform.  Local assistance was significant, but offshore ‘spillover’ of ideas 

provided both practical knowledge and confidence to undertake such a significant change. 

Political conditions 

It seems incongruous to analyse any reform decision without considering the vital role 

played by political conditions.  The underlying assumption of political economy is that 

policy ultimately emerges from the political process, whatever the nature of the system.  

The five relevant elements of the political conditions cluster are a political honeymoon; 

solid political base; fragmented and demoralised opposition; social consensus and 

visionary leadership.149  This section assesses the relevance of these factors in the 

conception, implementation and durability of the Whitlam government’s tariff reform. 

It is not unusual for a new government, particularly after such a long period in opposition, 

to experience a political honeymoon during which time governments expect greater 
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freedom to exercise power in the aftermath of their election.150  Acting without delay is 

important.151  Australians elected the Whitlam government in an atmosphere of euphoria, 

anticipating the possibilities of change and general policy reform and Whitlam immediately 

utilised that honeymoon to implement extensive policy change.  Whitlam made frenetic 

attempts to utilise each day of his first year in power to pursue ‘the program’.  He and 

Barnard implemented dozens of changes in a two-person Cabinet they shared for a fortnight 

after the election.152  Whitlam reinforced this view when in June 1973 he told the Metal 

Trades Industry Association of Australia: 

If anyone has been surprised, I can only take it that there is still an element of surprise in 

the fact that an elected government will actually do what it said it would do.  We shall 

continue until the next election, the steady, progressive implementation of that program 

… if you want to know what the Government is doing and what it will do – read the 

policy speech.153 

The tariff cut fell squarely within the honeymoon period of about the first year in 

government.154 

Yet, despite Whitlam’s assertions and the enthusiasm surrounding the election, the 

government lacked a solid political base.  Williamson and Haggard argue this base is 

important because of a practical need to pass legislation, but also the sense of legitimacy 

provided by a strong ‘mandate’ for change.155  The Whitlam government only held a 9 seat 

majority in the 125 seat House of Representatives156 and it did not hold a majority in the 

                                                                                                                                                 

150 "The Political Conditions for Economic Reform," 571. 
151 Williamson, "In Search of a Manual for Technopols," 25.  Also see: Haggard, "Interests, Institutions, 

and Policy Reform," 41. 
152 Troy Bramston, ed. The Whitlam Legacy (Annandale, NSW: Federation Press, 2013), Appendix 3: 

The Whitlam Cabinets 1972-1975, 446-47.  Whitlam reproduces a detailed account of the two-person 

cabinet and the reforms it undertook, as published in the Sydney Morning Herald.  See: Whitlam, The 

Whitlam Government 1972-1975, 19-22. 
153 "Future Shock," 3. 
154 This is accepting a honeymoon period of approximately one year, see: chapter 3 ‘Political conditions 

– Honeymoon period’, where Abiad and Mody, "Financial Reform: What Shakes It?  What Shapes It?," 

77, is discussed.  These scholars note their use of a World Bank variable. 
155 Williamson and Haggard, "The Political Conditions for Economic Reform," 572-73. 
156 Parliamentary Library, "Detailed Results: House of Representatives 1966-1987," Commonwealth of 

Australia - Australian Parliament, n. d., 

http://www.aph.gov.au/About_Parliament/Parliamentary_Departments/Parliamentary_Library/pubs/rp/rp

1415/FedElect/FedElectd. 



Page 156 

 

Senate (in common with most governments since the 1970s).  Thus the experience of the 

Whitlam government was the antithesis for those who argue that the larger the majority a 

government holds, the stronger its willingness to enact157 and overcoming the status quo 

bias.158  In this case, the government pursued its reform agenda, despite its majority, not 

because of it.  In place of a large majority, Whitlam argued his full disclosure of the 

elaborate list of reforms in the election platform provided his government with a mandate, 

indeed, a responsibility to undertake the reforms.159 

The policy speech, according to Hocking and Lewis reflected, ‘the embodiment of trust 

between a party’s leader and the electorate’.160  It ‘is a view which does not sit comfortably 

with our contemporary understanding of the mandate, which sees it as being in direct 

proportion to electoral victory—the bigger the victory, the bigger the mandate.’161  While 

Whitlam and his government believed they had a mandate, the goodwill from electors 

during the first year in power was conditional.  That mandate was effectively extended for 

some time, as the Coalition was internally discordant following the 1972 election, but that 

position did not remain as they became united behind a new leader. 

Under fragmented political opposition conditions, when the opposition is ‘discredited and 

disorganized, or repressed’, reform is often assumed to face an easier path to success.162  

Williamson and Haggard view this situation as an opportunity for a government to 

compensate for a weak political base, to create a foundation for successfully undertaking 

reform, even when the changes are likely to be unpopular.163  A fragmented opposition may 

allow a reformist government to utilise a political void to move ‘further and faster’ with 

reform.164 
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A strong influence acting against the government, its agenda of reform and the tariff cut 

was a uniting political opposition led by Fraser, which, albeit, took some time to develop.  

The Whitlam government’s actions to reduce tariffs initially exposed differences within the 

Coalition parties.  Tensions existed within the Country Party because McEwen favoured 

protection at an ever-increasing rate.  He did so even though the tariff wall disadvantaged 

many rural voters, particularly those involved with large export industries such as wool and 

beef, whose workers were often unionised and voted Labor.  Inside the Liberal Party 

divisions existed between some urban elites and country members, although few expressed 

public discontent at the system.  An exception was in the career-long struggle by the 

Liberal Bert Kelly to reform tariffs and his Party’s inconsistent attitude to them.  Kelly 

wrote at length in newspaper columns about his ideas and concerns, even condensing them 

into a volume of his retrospective views.165  The combination of Liberal Party divisions 

over reforms and leadership ructions provided Whitlam with initial additional political 

space to pursue tariff reform. 

Following the 1972 election, both ex-Prime Ministers Gorton and McMahon remained in 

parliament.  Despite this possibly divisive situation, in time Liberals settled behind their 

new leader, William (Billy) Snedden, as he reorganised and modernised the Party structure.  

By that stage the Whitlam government had implemented considerable segments of its 

reform agenda including establishing the IAC and implementing the tariff cut.  In March 

1975, Fraser replaced Snedden as Opposition Leader and leader of the Liberal Party.  The 

Liberal Party united and, ‘during 1975, Fraser, as Opposition Leader, stoked the fires by 

blaming high unemployment levels on the tariff cut’.166  This pro-protectionist position was 

one he later maintained throughout his period as Prime Minister.  Fraser harnessed anti-

tariff-reform sentiments when the Coalition mounted a campaign based on the tariff cut 

(and perceived resultant job losses) at the Bass by-election of 1975, winning the seat in a 

huge swing against the Labor government.  Even Whitlam acknowledged how the Liberal 

Party successfully connected a decline in the textile industry around Launceston with the 
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tariff cut.167  Whitlam’s window for change had closed and the honeymoon for tariff reform 

was over.168  The fact the government initially enjoyed fragmented political opposition 

probably assisted them to build and maintain a social consensus, at least in the short-term. 

It is reasonable to assume that when a government develops a social consensus for policy 

change, the reform is much more likely to be durable.169  Sustained popular support for a 

policy program normalises the reform, creating a greater likelihood that the community will 

break its predilection for the former status quo.  While Whitlam had called for reforms in 

the tariff system in parliament170 and other speeches for years,171 the idea was not explicitly 

part of the election platform.  Due to the immediate circumstances requiring a response 

from the government, it was not in a position to build a consensus ex ante, instead needing 

to build support ex post.  Even though there may have been a social consensus for general 

policy reform following the election of the government, the situation for tariff reductions 

(given Australia’s history of industry protection) was less likely.  Within a month of the 

reform, Gallup research found that 54.5 per cent of Australians polled approved of the cut, 

with only 18.3 per cent opposing it.172  This data is significant, given surveys in 1952, 1955 

and 1961 confirmed the traditional view of a preference for import protection.173  Whether 

the Gallup results would have been the same before the cut, or whether the government’s 

work in the month after the reform increased support, is impossible to determine. 

Some trade unions and business organisations supported the cut, but many others did not.174  

The ACTU and groups representing the manufacturing industry were unreceptive to the 
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tariff reduction,175 although ACTU leader Bob Hawke spoke in support of Whitlam’s 

actions and tried to quell opposition.176  One manufacturing group described the cut as 

‘drastic and indiscriminate’,177 another proclaimed ‘Australia must be the laughing jackass 

of the world.’178  Even though peak groups for the pastoral and mining industries had long 

called for reform, they remained quiet,179 out of step with a growing number of economists, 

bureaucrats and financial journalists who supported change.180  Shifting attitudes were also 

reflected in an overwhelming number of newspapers that initially backed the reform.  

Gruen notes all major capital city newspapers ‘warmly praised’ the tariff cut, with only The 

Courier Mail, The Australian and The Adelaide Advertiser opposed to the reform.181 

To a large extent Whitlam built on this developing outlook by personally shifting opinions, 

based on his political strength and popularity.182  He described the reform to the community 

and reinforced consensus in his joint press release with Cairns on the night they announced 

the cut.183  He followed this action by delivering a national broadcast, expounding the 

reasons for reform.184  To balance concerns, Whitlam explained at length how ‘adjustment 

assistance’ was available to companies and workers affected by the cut.185  Still, if a 

reformer succeeds, a social consensus forms to support it.  If it fails, ‘no amount of prior 

social consensus will save them from being cast aside.’186  In this case, consensus for this 

reform was not a permanent feature of the Whitlam government: ‘the costs, particularly in 

the political reaction to the policy of reducing tariffs, were yet to be paid.’187 
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As the relatively positive economic tide receded in late 1974, so too did public support for 

both the cut and further tariff reform.  Not even the political strength and leadership 

qualities of Whitlam were sufficient to stem the community backlash that favoured a return 

to its traditional, populist view concerning import protection.  Economic conditions turned 

against the government, as unemployment rose to 3.5 per cent, profitability fell, and 

inflation reached its highest levels since the Second World War.188  According to Glezer, 

these factors ‘provided levers for a reversal of policy.’189  Complaints from industry 

representatives and the media intensified, exaggerating the effects of the cut for reasons of 

politics and self-interest.  From his analysis of the data, Gruen argues that both supporters 

and critics exaggerated the positive and negative aspects of the cut.190  Even though the 

government won the 1974 election with the loss of only one seat and a small reduction in 

its primary vote, the political climate was changing.191  Whitlam’s personal approval rating 

held up throughout his first term in government, peaking at an all-time high of 62.1 in 

February 1973, slipping to 45 by September 1974 and trended downwards until the 

dismissal in November 1975.192  Many inside the ALP (including Cairns) and some union 

leaders also agitated for a halt to reform and increased industry protection.193  Whitlam 

actively resisted this discord, referring to party members as ‘nervous nellies’.194  For him, 

the administration would lose further credibility if it again raised tariffs, even though many 

government members felt the cut had been a mistake.195 

The government could not sustain public support for reducing industry assistance and as a 

consequence its own enthusiasm for reform diminished.  Reid asserts a more targeted 

approach to tariff reduction would have reduced electoral damage in 1975.196  Yet, that 

would have opened the government to criticism about showing favouritism to some 
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industries, a point emphasised by Rattigan.197  Whitlam conceded the ongoing political 

damage caused by the decision and relented by reducing some of the effects of the tariff 

cut, including imposing import quotas on a number of categories of items and again 

revaluing the dollar, this time by 12 per cent in September 1974.198  Not even Whitlam’s 

leadership that had dominated the earlier policy platform of the Labor government 

(including overcoming internal party resistance to the tariff cut) was sufficient to defy the 

developing forces of resistance. 

Nevertheless, The Prime Minister’s visionary leadership was significant in the process of 

tariff reform, particularly in the earlier stages of the change.  Williamson and Haggard 

outline the traits of visionary political leadership.  They include strength, commitment, a 

willingness to take risks, and an agenda based on a vision.199  Vision in this sense is an 

articulation of an idealised future200 provided by a leader’s framework about the nature of 

goals, and how to realise them.201  In helping to assist followers to conceive a different 

world,202 the leader establishes a vision about ideas, goal-driven, future-focused and 

motivated by their own initiative, but often inspired by the needs of others.  Vision leads 

the reform process, and it is strength, commitment and risk that are the agents for attaining 

goals.  Whitlam was a towering political figure both within and outside the ALP in 1973.  

In shifting the tariff policy position, Whitlam’s leadership was important in conceiving and 

implementing the reform and limiting the reversal of the effects of the cut.  Whitlam used 

words and actions to inspire followers, demonstrating a mix of transformational and 

transactional styles of leadership.203  He exhibited his transformational style with his desire 

to rationalise the tariff system centred on a fairer, needs basis, rather than on power and 
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privilege.  He showed his transactional traits by offering compensation and other assistance 

to those negatively affected by change.204 

Whitlam’s vision underlying the tariff reform encompassed his long-term aim of 

rebalancing fairness in the economy, with the immediate priority of lowering inflation to 

support spending on ‘the program’.  For Whitlam, Australia’s existing system was an 

instrument of protection for powerful groups, with powerful connections within 

government.205  It was not a process based on need, but instead diverted and wasted 

precious resources at the expense of the majority.206  Whitlam accused the Coalition of 

protecting powerful, privileged interest groups and abhorred ‘its lack of concern for those 

without special influence’.207  He wanted Australians to have the opportunity to buy the 

same quality products for lower prices, based on ‘a more rational tariff structure’.208  Years 

later Whitlam reinforced these aspects of his vision, asserting ‘Australians are not well 

served by national governments which engage in the folly of tariff protection.  Shielding 

capital from compensation is not an effective way for the nation-state to exercise leverage 

over the mobility of investment.’209  The policy-relevant narrative (inflation reduction) was 

generally consistent with the meta-narrative of the government.  In Whitlam’s ‘It’s Time’ 

policy speech in 1972 he stated ‘the program’ had three overall aims: ‘to promote equality; 

to involve the people of Australia in the decision-making processes of our land; and to 

liberate the talents and uplift the horizons of the Australian people.’210  Whitlam’s task was 

to convince the Australian community to visualise a different, transformed system.211  A 

                                                                                                                                                 

204 Whitlam and Cairns, "Statement by the Prime Minister, Mr E.G. Whitlam, Q.C., M.P., and by the 

Minister for Overseas Trade and Secondary Industry, Dr. J. F. Cairns, M. P. Wednesday, 18th July 1973 

at 7.00pm,"'Procedures established for providing any special assistance required as a result of the 

measures taken to increase imports'; Whitlam, "National Broadcast by the Prime Minister of Australia, 

Mr E. G. Whitlam Q.C., M.P.," 2. 
205 "Address by Mr E. G. Whitlam, the Leader of the Opposition at ALP Regional Conference, Goulburn, 

2 March 1969," 1. 
206 Australia, House of Representatives, 297. 
207 House of Representatives, 297. 
208 Whitlam, "Extract of Speech by Mr Whitlam to Labor in Politics Convention, Surfers Paradise," 3. 
209 "E. G. Whitlam," 11-12. 
210 "It's Time," 5. 
211 Conger, "Charismatic and Transformational Leadership in Organizations: An Insider's Perspective on 

these Developing Streams of Research," 153. 



Page 163 

 

modified system about which he held a genuine belief,212 and in the first period of his 

government he succeeded in this challenge. 

Political strength and self-belief were inherent in the Prime Minister’s confidence that he 

was capable of managing all aspects of the issue, including placating policy detractors 

(both inside and outside the ALP).  Whitlam demonstrated long-term commitment to 

reform.  His record shows his long-standing commitment to reduce the injustices he 

claimed were inherent in the ‘made-to-measure’ tariff system.  By his actions, Whitlam 

accepted the inherent risk that the community may again prefer the relative comfort of the 

tariff norm.  Risk also lay in ‘reform fatigue’ and the practical challenge for the 

government to competently manage change across so many different areas of public policy.  

Whitlam showed limitations of his leadership abilities when he allowed members of his 

cabinet to become embroiled in trivialities and policy fiascos as a government moved 

through 1974 and into 1975.  In the beginning his government focused on the elements of 

the program, and the political opposition was in disarray after its loss in 1972 election, but 

this changed under the leadership of Malcolm Fraser. 

In sum, the Whitlam government made full use of its political honeymoon to pursue the 

policy platform outlined to Australians before the 1972 election, including its need to 

control prices by methods available to it.  Yet, due to economic the circumstances, it did 

not have an opportunity to construct a social consensus ex ante, instead having to do so ex 

post.  Whitlam seized control of the social consensus approving of (or at least ambivalent 

to) tariff reform.  He enjoyed high levels of political strength and popularity early in his 

first term and was responsible for shifting positive public opinion towards tariff reform.213  

This did not continue, showing a social consensus may be fragile, particularly when 

connected with a policy reform that challenges a long-standing political, social, and 

economic norm.  A honeymoon period often relies on a solid political base.  The tariff cut 

did not require legislative backing to support it, so on that aspect a solid base is not 

relevant.  Yet, Whitlam harnessed his dominating political ascendancy in 1973 to persuade 

detractors inside the ALP, that they possessed a base strong enough to sustain challenges to 
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the policy.  This remained the sound political position until the Coalition parties changed 

from being a fragmented and demoralised opposition to a unified force.  The Whitlam 

government presented as both ‘coherent and determined’ in 1973,214 arguing a policy-

specific narrative of the cut (to lower inflation) harmonised with the meta-narrative of 

constant, implacable, progressive reform (‘the program’).215  The case shows that visionary 

leadership was significant for the conception, implementation, and durability of the reform, 

despite the difficult circumstances.  His vision was contained in the underlying three 

principles of the program, driven by his aggressive disdain for the existing system of 

industry protection.  Whitlam exhibited political strength to pursue policy reform both 

inside and outside the government and the party and showed commitment to reduce the 

injustices he claimed were inherent in the ‘made-to-measure’ tariff system.  Challenging 

such an entrenched system of industry protection, while at the same time managing such a 

complex policy reform agenda, exposed the government to substantial political risk. While 

political conditions might drive the implementation of reform, ideas provide the inspiration 

for change and underpin a leader’s vision. 

Role of ideas 

As discussed earlier, Williamson and Haggard did not include the role of ideas as one of 

their clusters of variables.  For reasons explained earlier, the role of ideas becomes a fifth 

cluster of reform in the conceptual framework for this dissertation.  New ideas are 

important because they potentially inspire a leader, shape a reform program and provide the 

vigour for a leader to prosecute the case for change.  In this case (as for Hawke in the 

following chapter), Whitlam was clearly inspired by ideas that underpinned the reform.  

Leigh argues that to understand trade policy, the ‘beliefs and ideology of the central 

decision makers are themselves an important factor in shaping decisions.’216 

This section examines these ideas and the paradigm that shaped Whitlam’s thinking, in 

relation to the policy paradigm and its valence.  It determines the nature of the pre-existing 
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Australian paradigm concerning tariffs, before providing a comparison of Whitlam’s ‘new’ 

paradigm,217 using Daigneault’s four fundamental dimensions of paradigms and change.218  

Last, the section assesses valence against Cox and Béland’s four factors of valence.219 

The Whitlam government saw the appropriate role of the state (in the case of tariffs) quite 

differently to earlier governments, even if the policy platform did not contain a plan to 

reduce tariffs.  The government believed the state had an obligation to enlarge the scope of 

public goods (by slowing consumer goods price rises), and to reduce privilege funded at the 

expense of the community.  Whitlam saw his election as a ‘command to perform’ by the 

electors and integral to this performance was introducing measures to control prices by 

adjusting tariffs,220 and ensuring a fairer system for the entire community.221  Whitlam told 

the Australian community his government would not hesitate to adjust tariffs and subsidies, 

to ‘prevent unjustified price increases’.222 

The government had a strong conception of the problem, displaying insight into the 

opportunity costs of maintaining the traditional protectionist structure, particularly when it 

wished to pursue its program in a climate of increasing inflation.  For Whitlam, tariffs were 

a hidden tax applying to many products, paid by all consumers in higher domestic prices.  

The government’s reforms reflected ideas underpinning social learning, analysing and 

comparing past approaches that were increasingly subject to wider scrutiny.223  Tariffs and 
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high levels of protection had resulted in inefficient local industries and collapsing 

productivity, an approach that no longer served the national interests in a world of 

accelerating competition. 

In terms of policy ends and objectives, the tariff cut reflected multiple policy objectives.  

On the night of the cut, Whitlam and Cairns explained the immediate need to reduce 

inflation and lower consumer prices by providing a wider choice of goods,224 achieved by if 

Australia pursuing ‘a more rational tariff structure’.225  They also hinted at the need to 

increase efficiency and competition within domestic industries by inducing structural 

change,226 liberalising trade,227 and encouraging comparative advantage in local 

industries.228  Reform was also designed to provide ‘inducements’ for change, with the 

intention of supporting ‘moves to liberalise international trade’.229  Whitlam worried that 

inflation would limit the resources necessary to pursue ‘the program’.230  Even though 

Labor had been a strong supporter of protection for industry and wages for local workers, 

the Whitlam government applied a different approach to the challenge of balancing wages, 

jobs, consumer prices, and local industries. 

To implement this change, the government needed to conceive of the appropriate policy 

‘means’ to achieve its objectives.  The ‘old’ system of informal patronage almost entirely 

based on relationships between players was rejected, replaced by efficiency and necessity 

as the benchmarks for industry protection.  Under the revised approach, industries had to 
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justify protection on a case-by-case basis, submitting arguments to the Tariff Board/IAC.231  

There are numerous government press releases that followed the revised Tariff Board and 

new IAC, outlining the government’s determinations on tariff decisions.232  They examined 

tariff issues on products as diverse as televisions, domestic appliances, chemicals, textile 

bags and cigarette paper.233  This process aimed to be at transparent, ensuring the system 

was ‘subject to the most rigorous and extensive public scrutiny.’234   The ‘made-to-

measure’ system of tariffs, Whitlam asserted, encompassed a ‘complex, confusing and 

inconsistent collection of measures which discriminate between individual industries’.235  

He argued industries had become lazy, considering their mere existence as entitling them 

‘to a certificate of immortality and changelessness’.236  This traditional narrow, piecemeal 

approach, created a patchwork of protection that failed to consider the whole economy as a 

system.237 

While the justifications for policy change were valid, the government still had to consider 

domestic political reactions.  Cox and Béland contend policy ideas may generate 

‘attractiveness or aversiveness’ in the electorate.238  Valence identifies whether ideas will 

be ‘sticky’, providing insight into a policy program’s path to success or failure, based on its 

emotional appeal.239  The development of valence requires skilled reformers to sense the 

mood within the community.  Cox and Béland assert valence manifests its dynamic 

character in four ways.  They assert that ideas:240 
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• have an expiration period (a limited ‘shelf life’); 

• are timely (windows to introduce change both open and close);241 

• have differing levels of abstraction (higher levels may increase the intensity 

of attraction); and 

• require ‘policy entrepreneurs’ who perform a vital role in both defining and 

legitimating them to others. 

Whitlam faced a time expiration factor for ideas, as is the case in all reform processes.  

Ideas possess a limited shelf life and if not acted upon the opportunities for implementation 

or durability soon fade.  At the time of the cut, the government and Prime Minister were 

popular, allowing them to use their political honeymoon to implement tariff reform policies 

normally against Australian tradition and practice. 

The timeliness of the tariff cut was also important.242   Inflation created the window of 

opportunity for the promotion and implementation of change.  Entrepreneurs used this idea 

as a ‘weapon’ for a multitude of underlying concerns about industry protection.  Yet, they 

did not provide a considered ‘roadmap’ for what steps would follow the cut.243  Inflation 

worsened, unemployment rose, business confidence sank and the cut became a convenient 

scapegoat for the economic malaise. 

Levels of abstraction were also important.  When actors present policies in abstract and 

narrow terms, they encourage wider appeal.  In the case of the tariff cut, the narrow focus 

was controlling inflation and providing cheaper goods to consumers, simplifying the issue 

for the community.  Yet, this focus overshadowed other underlying policy motives such as 

increasing domestic industry competition and supporting the continued pursuit of ‘the 

program’, at least in the short-term.  The narrow focus is likely to have bolstered initial 

popularity for the reform within the community. 

                                                                                                                                                 

241 This bears similarities to Kingdon’s ‘windows of opportunity’, see: Kingdon, Agendas, Alternatives, 

and Public Policies, 165-208.  See: chapter 3 ‘Role of ideas – Valence’. 
242 The concept of a policy window is something developed extensively by Kingdon, see: Agendas, 

Alternatives, and Public Policies, 165-208.  See: chapter 3 ‘Role of ideas – Valence’. 
243 Berman, "Ideational Theorizing in the Social Sciences Since “Policy Paradigms, Social Learning, and 

the State”," 228-29. 



Page 169 

 

Policy entrepreneurs performed a pivotal role in defining ideas, making them legitimate 

and adapting them for policy-making.  Experts (such as Rattigan, Gruen and Coombs) had 

been working on policy change, subsequently persuading Whitlam to institute the cut.  

These policy entrepreneurs worked diligently to promote change, something discussed in 

more detail in the economic team discussion that follows.  They also benefitted from the 

presence of a sympathetic Prime Minister.  As discussed above, Whitlam was himself a 

policy entrepreneur par excellence, who personally helped to shift opinions about the cut, 

thus enhancing valence.244 

In summary, Daigneault contends that: a stimulus motivates change (in this case the need to 

reduce inflation and cost of living pressures); paradigms are the means through which 

change occurs (the continuing, but modified system of industry protection); and political 

actors are the motors of reform (Whitlam and his symbiotic relationship with key 

officials).245  The review here shows a policy paradigm and not simply a loose collection of 

ideas existed in 1973.246  Even though the Australian system was inefficient, there was 

relative internal coherence in the country’s tenacious control of industry protection.  As a 

paradigm, therefore, it was possible to modify it, or even shift it to an alternative version.  

Yet, despite changes across the four aspects of Daigneault’s paradigm assessment 

framework, modifications were not ‘substantial’ enough to constitute the tariff cut as third 

order change.247  Although no substantial change occurred across all aspects of the 

paradigm, there is strong evidence of second order change, as the Whitlam government 

applied different methods to manage industry protection. 

The Whitlam government’s policy reform constituted an evolutionary approach, rather than 

a substantial shift in the nature of the paradigm.  Competition increased and some industries 

declined, but importantly the state remained the final arbiter of industry protection (the role 
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of the state) through the actions of the Tariff Board/IAC.  The state aimed to reduce prices 

(conception of the problem), through a more competitive and efficient system that 

decreased the power of privileged interests (ideas about the policy ends).  It utilised a more 

open, seemingly fairer system to determine rates of protection (ideas about the policy 

means).  For third order change, there would need to be evidence the government wished to 

dispense with industry protection, but it is not as though the government was ‘advocating a 

shift to economic rationalism’.248  Following the tariff cut, Whitlam addressed a 

manufacturers’ organisation dinner and reassured them in unambiguous terms, ‘we are by 

no means abolishing the accepted principle that deserving industries should be assisted to 

develop and flourish.  Far from it.’249  The policy approach, however, did show that ideas 

about the nature of the state and its role changed under the impetus of government action in 

1973.  Despite appeals to the electorate about the injustice of Australia’s tariff wall, the 

Whitlam government found that over time the community’s support for reform stalled.  A 

possible reason the reform was not as durable in the minds of the electorate as it might have 

been, is that the community lacked an emotional connection with it.  While initially 

favourable, the policy lacked long-term valence. 

Valence was at best temporary, as the government faced the challenge of simultaneously 

developing and maintaining emotional attachment across such a broad expanse of reform 

initiatives.  As economic conditions deteriorated and the government became increasingly 

dysfunctional, voters blamed the tariff cut for job losses.  Australians required more time to 

accept that their cultural norm, their ‘faith or dogma’ in industry protection, was no longer 

viable.250  With that opprobrium, support for this and subsequent tariff reform became 

elusive for the foreseeable future.  That should not minimise the achievement of the 

government as it challenged the status quo and utilised new ideas about modifying 

Australia’s economic, social and political outlooks. 

Major economic reforms are particularly vulnerable to poor and fluctuating valence.  Yet, 

the government breached the tariff wall and showed that reform was feasible and 
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possible.251  One of the primary reasons the government pursued the cut in the first place, 

was that it had the support of an expert, economic team that attracted the attention of a 

Prime Minister who was open to innovation.  I analyse the important role of this economic 

team in more detail in the next section of this chapter. 

Economic Team 

In 1994, Williamson and Haggard argued that although the same broad political factors 

discussed so far in this chapter influence the reform process, the internal organisation ‘of 

the economic policymaking apparatus’ also makes a significant contribution.252  Their 

position of the economic team cluster encompasses the variables of a coherent economic 

team and the presence of a technopol.253   In what follows the chapter assesses the effects 

of these factors on the conception, implementation and durability of the tariff reform. 

Supporters of the coherent economic team variable argue, ‘economic reform requires a 

coherent and united economic team.’254  Importantly, success relies on access to executive 

authority255 and the support of the political leadership.256  Whitlam’s key advisers such as 

Coombs, Gruen and Brogan were essential components of his coherent economic team.  

Rattigan was also very important, with Whitlam unambiguously supporting Rattigan’s 

reform efforts.257  Whitlam also isolated reform opponents (such as Cairns) to less 

important roles in policy development.258  Rattigan wrote to the Prime Minister just after 

the election, requesting he take over ministerial responsibility for the Tariff Board, and 

away from the oversight of the often protectionist Cairns.259  Whitlam acquiesced to the 

request, against the advice of his departmental head and his own personal concerns about 

alienating Cairns.260  Whitlam’s actions in these circumstances suggest his sympathy for 
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tariff reform and a recognition that reform needed to take place.  The Whitlam government 

was more willing than its forerunners to draw on and accept advice from non-departmental 

appointments, something reflected in the tariff cut.261  According to Leigh, it was the 

intellectual work undertaken by Rattigan—assisted by economists like the influential 

academic Max Corden—that motivated the cut.262  Norman also attributes Gruen and 

Brogan as playing a ‘direct and prominent role within the senior ministerial ranks of 

government.’263 

In the 1960s, some Australian economists, bureaucrats and financial journalists argued that 

industry protection was damaging Australia’s long-term economic interests.264  They broke 

away from the consensus view that tariffs had been necessary to build an industrial 

nation.265  Corden argues many economists were ‘concerned with seeking a rationale for 

well established policies’, and with little opposition to the tariff wall, there was 

correspondingly little impetus for change.266  Yet, the growing technical sophistication of 

economics subtly contributed to changing views about Australian protectionism.267  

Corden, for example, became the most cited scholar on tariffs in Australia for decades, as 

he argued for greater technical analysis of the impact of Australian tariffs.268  His ‘effective 

rate of protection’ assessment method was enthusiastically adopted by Rattigan and the 

Tariff Board, replacing the nominal protection approach.  The effective rate took into 

account the influence of subsidies on the output of an industry and the tax effects of 

assistance.269  In 1967 Rattigan argued that Australian society had not looked at the effects 

of its tariff structure as a whole and even the Board did not hold detailed knowledge of the 
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outcomes of its own work.270  The effective rate dealt with some of these problems by 

considering the wider consequences of industry protection, beyond a single applicant or 

industry.  The Board drove on with analysis and concluded tariff levels were excessive, 

advantaging some groups over others.271 

All supporters of reform had been increasingly influenced by ‘informational spillovers’ 

from offshore.  Lloyd argues that OECD observations also provided an impetus for change 

within the Australian government.272  In December 1972, the OECD criticised Australia’s 

high rate of tariffs, arguing its manufacturing industry was not capable of justifying its 

‘relatively high level of protection’.273  It recommended a universal tariff cut, to possibly 

strengthen the balance of payments and have ‘a restraining effect on the rate of inflation.’274  

Australia had the reassuring examples of the United Kingdom, West Germany and Japan as 

other developed countries that had already made across-the-board tariff reductions.275  This 

was in addition to a number of other industrial countries that had substantially lowered 

tariffs in the 1950s and 1960s.276  Despite the mounting evidence, Rattigan and the Tariff 

Board, following Corden’s arguments, laboured to convince the public service, media and 

politicians of the need for change.277 

Scholars who support the coherent team variable also argue that members need to maintain 

some isolation from traditional policymaking institutions, in order to promote independence 

and innovation.278  It was well known that Whitlam thought ‘Treasury could not be trusted 

to provide loyal, disinterested and frank expert advice’, leading to the ‘end of the 

Treasury’s unrivalled dominance of economic advice.’279  Bracken, the economics writer 

for The Canberra Times, stressed, ‘long years in Opposition had not only created an 
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appetite for reform and a suspicion and even hostility towards “their” public-service 

advisers, it had led also to the formation of something of an alternative system of policy 

formulation.’280  This independence from traditional sources of advice provided both 

Whitlam and his team with the opportunity to exchange and exploit new ideas.  A door for 

emerging intellectual influences about tariff reform opened, distanced from ‘sectional 

interests’ and parts of the bureaucracy.281 

There was risk, however, in Whitlam limiting his paths of advice to sympathisers of tariff 

reduction.  There was the possibility of the team becoming ‘excessively cohesive’, resulting 

in a confirmation bias concerning his policy.282  In addition, in the aftermath of the cut, 

Treasury ‘was full of resentment at having lost its monopoly on economic advice.’283  

According to Reid, it was Whitlam alone who was responsible for any problems created by 

the decision, due to surrounding himself with advisers, ‘inclined towards free trade’, who 

ignored the social and political implications of their opinions.284  As a consequence, 

economic policy-making was, ‘no longer the preserve of two or three Cabinet Ministers and 

one department.’285  In particular, Deputy Treasury Secretary John Stone became alienated 

in the process,286 believing Whitlam had only sought limited options, and that he 

indiscriminately cut the tariff with ‘only minimal debate in the government.’287  He further 

asserted that Whitlam surrounded himself with ‘a few public servants on the make’, who 

told the Prime Minister what he wanted to hear, leading to a ‘total breakdown of any 

semblance of orderly and rational decision making.’288  Even though Stone’s colourful use 

of words exhibits his angry self-interest, his criticism reveals the danger of replacing one 

monopoly of advice with another. 
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Rattigan contends he asked both Frank Crean (the Treasurer) and Whitlam whether to 

involve Treasury in the process.  They both instructed Rattigan to exclude the organisation 

from the Inquiry, supporting Stone’s view that the government wished to minimise the role 

played by traditional institutions.289  Despite all this advice, the government may have 

benefited from the presence of a technopol working together with the Prime Minister and 

the government to promote reform. 

The obvious choice for the role of technopol (or ‘an economist-turned politician’)290 who 

could champion the government’s tariff reforms, was Jim Cairns.  The problem for the 

government was that Cairns was equivocal about tariff reform and repeatedly wavered 

between support for change and derision towards it.   He held a PhD in economic history 

and before entering politics worked as a senior lecturer in economics at the University of 

Melbourne.291  Whitlam became the leader of a party without a unified position on tariffs 

and powerful elements within the party opposed reform.292  Whitlam reminded the ALP it 

needed to look to the future concerning tariffs, telling them ‘no party can afford to make 

shibboleths of its own past policies.’293  Cairns had attacked the Tariff Board since the 

1960s, opposing its attempts at reform, and arguing that tariff reductions would result in 

unemployment and the destruction of local industry.294  Although Cairns then shifted his 

arguments in support of reform, he again opposed change in 1968, at about the time 

Whitlam was preferred as ALP leader instead of him.295  By 1972 Cairns argued that for the 

ALP ‘tariffs must never merely be an economic matter’ and there could be no reform if the 
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‘unemployed are to be left to the capitalist market’.296  At one stage he accused the Tariff 

Board of acting as though it were on a ‘search-and-destroy mission’.297  Cairns appeared 

confused.  In the months leading up to the 1972 election he told parliament that in some 

cases tariffs might need to be reduced, but Australia could not afford to allow those 

industries to collapse.  How exactly he was going to maintain highly inefficient industries 

exposed to cheaper international competition is a mystery.298 

When Coombs brought his proposal to cut tariffs to Whitlam, the Prime Minister sought 

and received Cairns’s agreement on the terms of reference for the Rattigan Inquiry.  Those 

terms included ways how increase imports of goods at cheaper prices, how tariff changes 

might be compatible with long-term objectives of tariff policy, and investigating how to set 

up a tribunal to determine ‘relief’ for firms suffering from ‘serious damage’ resulting from 

reform.299  Cairns did not provide consent for those terms of reference without conditions.  

He also required the addition of a clause300 that stated that the Inquiry consider, ‘the effect 

on employment and industrial output in Australia.’301  In return, at least at that stage, Cairns 

limited his attacks on the Board and its reforms,302 something he later abandoned as public 

opinion shifted against the government in 1974.303  While Cairns’s leftist ideals may have 

been pure in intention, his actions damaged tariff reform and negated wider economic 

reform possibilities, and were also likely motivated at least in part by leadership 

aspirations.  The difficulty for the ALP and Whitlam was that Cairns vacillated in his 

policy positions and failed to energetically support the cut, despite Cabinet endorsement of 

the reform.  Even though Williamson argues the presence of a technopol enhances the 

likelihood of success for a reform program, Labor faced a challenge without one 

consistently arguing in favour of reform.304 
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In conclusion, it was necessary for Whitlam to seek advice separate from traditional 

institutions in order to utilise ‘cross-cutting ideas’ to solve challenging policy problems.305  

It was essential to overcome institutional intransigence by using the power of the advice 

provided to him by his coherent economic team.  The transference of ideas from offshore 

and from the work of local economists and advisers was a significant influence in both the 

timing of the tariff cut, and its initial conception.  Whitlam’s assembled economic team 

from outside the public service was both coherent in purpose and ideas, displaying 

characteristics of Waterbury’s ‘change teams’.306  When the government adjusted some of 

its industry protection measures in 1974 it demonstrated that durability of a reform 

becomes more than a technical question.  It involves a balance with political considerations 

that sometime become a more pressing imperative.  Whitlam also had little choice in 

minimising the role Cairns played in this process of change.  Cairns’s support for reform 

was inconsistent, equivocal and conditional on favourable economic and political 

conditions.  This prevented the government from taking advantage of the presence of a 

technopol.  Whitlam needed to manage the political challenges provided by institutional 

antipathy in the interests of this reform and others that might follow.  Comments and 

speeches by Cairns worked against both the implementation and durability of the cut as he 

became a rallying point for dissent, rather than a technopol who provided gravitas to the 

government’s reduction in industry protection.  Even though the background economic 

conditions and the political and organisational factors influence reform, ‘so does the design 

of the reform itself’307 and I examine the reform program cluster in the next section of this 

chapter. 

Reform Program 

The tariff cut marked a departure from Australia’s traditional approach to tariff policy.  

This was in part due to the reform program itself, but not to the extent often presumed.  The 

design of a program contributes to the reform effort in a similar manner as the economic 
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and political conditions.308  The reform program cluster encompasses the variable of a 

comprehensive program; voodoo politics; use of the media; compensation; and acceleration 

of gains to winners.309 

Assessing whether a government attempts economic reform with a comprehensive program 

is often difficult to determine as is the appropriate style and nature of the approach.  Many 

supporters of this variable argue a comprehensive program needs to be rapidly 

implemented in a ‘big-bang’ method, to take advantage of positive aspects such as a 

political honeymoon.310  Bringing the various elements of the program together might be 

‘mutually reinforcing’.311  Others contend that the electorate copes more readily with a 

more gradual implementation of change.312  Often the circumstances dictate the way a 

government proceeds with its program for change.  The program is as important as the rate 

of implementation.313 

According to Freedman and Stonecash, even though tariff ‘policies represented major 

changes, they were not part of a clearly defined policy framework.’314  Australians could 

not be clear about the overall direction of the Whitlam government’s economic reform 

agenda.  Whitlam’s 1972 policy speech provided little detail about economic reforms.  As 

detailed above, the tariff cut had both a pragmatic, reactive element (reducing inflation) and 

underlying structural elements (e.g. supporting ‘the program’, increasing competition for 

domestic industries, opening the tariff system to greater equity and public scrutiny, and 

embracing the global shift towards freer trade).  Labor was driven by two considerations, 

inflation and its desperate need to support “the program”.  For Whitlam it was ‘the 

program’ that mattered above all else.  The government needed to introduce it without 

delay, reflecting a single-mindedness that is a form of policy reform myopia.  It lacked a 
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proactive comprehensive program, but was reactionary, responding to pragmatic needs to 

support its overall program of reform.   

Inflationary concerns pushed the government to revalue the currency twice before the cut; 

to initiate restrictions on offshore borrowing; and to establish the Prices Justification 

Tribunal, requiring companies wishing to increase prices to publicly justify them.  

Whitlam’s action in establishing the Tribunal was a practical response to his inability to 

win a referendum on allowing the Commonwealth to prices or have the states surrender 

authority.  New powers provided to the IAC also forced reforms to current and new 

industry protection measures, utilising evidence-based advice provided to the 

government.315  All these measures considered together show evidence of mutually 

reinforcing policy prescriptions concerning price control and tariff reform.316  They also 

constituted a ‘big bang’ approach, mirroring the government’s general attitude towards 

reform.  Complicating circumstances for the government in controlling inflation were a 

number of issues that emerged almost simultaneously.  For example, the government forced 

up interest rates (based on advice from Treasury and the Reserve Bank of Australia (RBA)) 

resulting in a ‘credit squeeze’ that became one cause of recession in 1974.  The government 

wished to reduce liquidity levels in the economy in a further effort to slow the overheating 

economy and inflation.317  Whitlam later insisted the credit squeeze began too late and was 

too severe, arguing it was ‘the greatest mistake my Government made’.318 

Labor also entered government without a wages policy.  The full inflationary effect of wage 

demands in this period remains an unsettled question.319  For many in the Labor Party, the 

government had a responsibility to encourage higher wages.320  Whitlam felt the ACTU 

worked against him concerning wages policy, further driving up demand, although the 

body did belatedly accept a Cabinet proposal in January 1974 for wage indexation.321  The 
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government’s controversial spending programs provided necessary stimulus and strength to 

the economy as it emerged from a period of economic uncertainty under the McMahon 

government.322  The latter stages of the McMahon government saw the local emergence of 

‘stagflation’—stagnant growth and accelerating inflation, a phenomenon that bewildered 

many governments around the world and confounded the majority of economists of the 

era.323 

When Crean introduced the 1973-74 budget, he re-affirmed it was not, ‘simply an 

economic document’, but ‘an important instrument whereby we give effect to our goals and 

aspirations.’324  He argued the government needed to control inflation and employ 

resources to support reform programs.  The tariff cut became one such mechanism on this 

path to reform.  Ralph Willis, a short-term Treasurer in the Keating government, argues that 

governments lose the opportunity for policy durability unless their social program is, 

‘subjugated to sound economic policy’.  Governments cannot, he further argues, pursue 

‘the social program regardless of the economic circumstances’.325  Willis describes a sound 

political reality, but we must also judge the actions of politicians in light of contemporary 

influences under which they govern.  After over two decades in opposition, the Whitlam 

government was not going to waste reform opportunities.  Yet, as Kelly argues, ‘the great 

policy contradiction of the Whitlam era, therefore, was present from the inception: Whitlam 

wanted to be responsible yet wanted to fulfil his dreams. ... From this dilemma Whitlam 

embraced a political tactic that knew no compromise’.326 

Whitlam did not exhibit voodoo politics, in that he did not hide his true intentions in 

advance of the election in order to improve his polling prospects.327  Whitlam’s 1972 policy 

speech was silent about tariff reductions, but the published version acknowledged likely 

policy adjustments to control prices, if required.328  Whitlam prided himself in reminding 
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observers he had always been forthcoming about his party’s policy reform objectives.  He 

argued, ‘no administration in modern democratic history has entered office with its 

intentions so precisely and specifically spelt out – and spelt out over so long a period.’329  

That did not mean that he was committed to consultation.  Although he insisted he wished 

to cooperate with business through an ‘open, regular, constructive’ dialogue,330 Whitlam 

introduced the cut with little discussion or consultation.331  According to Rattigan, a lack of 

consultation before the cut may have heightened resentment from some groups.332  It also 

reinforced concerns within the business community that the government was hostile 

towards them and might govern by surprise.333  Only a month before announcing the cut, 

Whitlam reminded business it had flourished on the back of industry protection that, 

‘guaranteed a safe and easy life’, and almost ‘instant ossification’.334  He cautioned these 

business leaders that Australia needed to improve long-term productivity growth.335  These 

comments provided a warning of looming change.  Whitlam emphasised these same themes 

in the joint statement he and Cairns delivered on the night they announced the cut.336 

In discounting the other aspect of the voodoo politics variable (which attributes the 

requirement for change on the actions, or inactions, of previous regimes), Whitlam did not 

level blame for inflation on the previous Coalition government,337 even if he complained 

about general Coalition government inertia about other reform.338  In his national broadcast 

following the reduction, Whitlam reminded Australians that inflation was ‘a problem for 
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nearly all the major western industrial nations’.339  He minimised direct liability for the 

inflationary pressures on his predecessor reasoning: 

When my Government came to office just over seven months ago, inflation was running 

at its highest level for 20 years.  I mention that, not in an attempt to shuffle off 

responsibility onto our predecessors, but to remind you that inflation is, and always has 

been, a problem for all political parties.340 

As discussed earlier, public support following the cut was mostly positive.341  Yet, the 

government still needed to make use of the media ‘in order to mould, manipulate, educate 

and mobilise public opinion in favour of reform’.342  This was initially less complicated as 

an overwhelming majority of newspapers also approved of the government’s action to 

reduce protection and ‘warmly praised’ the tariff cut.343  Gruen argues that perhaps no other 

action taken by the government ‘was greeted with such acclaim by the Australian press.’344  

In a typical example, The Canberra Times greeted the cut in its editorial, arguing: 

The Government is to be congratulated for taking a decisive and necessary step in the 

fight against inflation with the 25% cut in tariffs announced on Wednesday.  In addition, 

whatever the ultimate effect this has on the economic health of the nation the decision to 

begin dismantling Australia’s high tariff wall is an important affirmation of principle.345 

This built on the background of the Australian press widely welcoming the election of the 

government (except for The Sydney Morning Herald).346  Yet, the Whitlam government 

(like all governments), needed to ensure it continued to overcome the influence of 

politicians, institutions and some professional journalists, resistant to reform.347  The 

government also needed to consider whether its use of the media might enhance the 
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durability of the policy change, particularly as it was challenging the ‘faith or dogma’ of 

the tariff system.348 

Months after the tariff cut some newspapers maintained their praise of the government’s 

continued reduction of tariffs.  In January 1974 The Age commented, ‘the cuts of tariffs on 

imported electrical goods and domestic appliances demonstrate both Labor’s sound 

economic orthodoxy and the benefits of being free from the encumbrance of industry 

pressure groups.’349  Whether the policy content drove the approval or whether the 

government’s honeymoon period seduced media outlets, is difficult to determine.  Over 

time and as the cut worked against the government’s popularity, the media emphasised the 

‘damage’ caused to local industries, negatively highlighting the economic policies of the 

government. 

Whitlam complicated his work to promote the merits of the tariff cut (and his reform 

agenda more generally) by his, ‘mild intellectual disdain’ for journalists, a trait he shared 

with Menzies.350  In a compromise, staff persuaded Whitlam to hold weekly press 

conferences and this went some way to building goodwill within the Canberra Press 

Gallery.351  Unfortunately, Whitlam gradually reduced his press conference schedule, 

seemingly in reaction to the rising dissatisfaction with his government in the media.352  He 

did, however, continue to make use of other available resources to explain policies to the 

Australian community in accordance with policy-specific narratives.  For instance, the 

government persevered with highlighting advice from the IAC as it systematically reviewed 

specific industry tariffs.353 
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Whitlam used the media to engender support for processes of policy reform, and to counter 

institutional hostility to changes.  Through engagement with the media he promoted his 

goal of increasing transparency of government policy decisions.  Whitlam was the first 

Australian politician to exploit the potential of television.  He used national addresses 

(including the one to explain the tariff cut) that commercial television stations were 

required to air as part of their ‘public responsibility.’354  As Whitlam learnt, support from 

media outlets ebbs and flows and they are not the ‘pliant agents’ that some might hope.355  

For instance, the Sydney Morning Herald was not an enthusiastic supporter of the 

government upon its election, but later strongly welcomed the tariff cut, describing it to be 

‘one of the boldest policy strokes of any Australian Government since Federation.’356  Yet, 

by the 7th December 1974, the Sydney Morning Herald editorial proclaimed: 

There was a time when Mr Whitlam bestrode the economic policy of the Labor Party 

like a colossus.  There were the revaluations, the 25 per cent tariff cut and the September 

credit squeeze measure to reflect his stature. … They were, by and large, courageous 

and sensible decisions.  The Whitlam dominance had gone by July this year. ...357 

In his media work, Whitlam discussed compensation at length, as a principle of justice and 

an attempt to ensure the cut would receive Cabinet approval and continuing support in the 

community.  When the government announced the reform, compensation was an early, 

central consideration.  The purpose of compensation is to ensure those who suffer from 

reform are not ‘abandoned to become impoverished and embittered opponents’.358  In the 

month before the tariff cut, Whitlam told an audience that, ‘the Government is studying the 

problems of adjustment assistance for structural change, in its industrial, manpower 

retraining and social security aspects.  We shall never allow change to be bought at the cost 

of human hardship.’ 359  To support the cut, the government allocated twenty-five million 
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dollars for adjustment assistance to firms and workers.  Extra social security support was 

also made available.360  The government established a tribunal to hear compensation claims 

by companies seriously affected by increased imports.361  Workers who lost their jobs 

would continue to receive the equivalent of the average wage until they were re-

employed.362  The government also provided grants for relocation and retraining assistance 

for both workers and firms.363  Leigh argues that compensation meant Cairns and other left-

leaning members of the Cabinet eventually supported the decision.364  The compensation 

and assistance aspects supporting the cut composed a substantial part of the announcement 

made by Whitlam and Cairns.365 

While some argued that many manufacturers were adversely affected by the tariff cut, other 

factors played a more significant role in manufacturing malaise.366  Poor business practices 

(e.g. the collapse of the Leyland car plant in Sydney),367 the consequences of Britain’s entry 

into the European Economic Community (reducing reliance on Australian imports)368 and 

the inflationary effects of the global ‘oil shock’ were all more important determinants of 

manufacturing decline.  The IAC found that the effects of the cut were responsible for ‘only 

a small fraction’ of the number of people moving out of relevant industries.369  Writing in 

June 1974, Gruen argued that ‘the effects of the 25% tariff cut have been exaggerated both 
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by those, like myself, who favoured such a move and even more so, by those who oppose 

it.’370  He found that less than 10 per cent of the people unemployed at the time could 

attribute that situation to the tariff cuts.371  Gruen also discovered that relatively few 

workers claimed income assistance.  After 15 months, less than 6,000 workers claimed 

income maintenance, rising to 23,000 by January 1975, before declining.372  Perceptions 

that the tariff cut drove businesses out of existence fuelled negative impressions about the 

government, outweighing the positive effects of restructures and offers of compensation, as 

the community strove to return to the relative comfort of the tariff wall. Declining 

popularity ratings for both Whitlam and his government provide clear evidence.  If 

compensating ‘losers’ did not greatly assist the government to support its reform, neither 

did accelerating gains to ‘winners’. 

There was little the government could do to accelerate gains to winners.  It struggled to 

find support from winners, or build reform-positive coalitions from those who profited 

from the reform.373  The most obvious beneficiaries were key rural industries, especially 

those involving wool and beef that preferred less industry protection.  Already relatively 

efficient, these industries benefitted from lower input costs, resulting from the cut.  The 

president of the New South Wales Graziers Association, ‘warmly welcomed the tariff 

reduction’ arguing it would produce lower consumer prices and industry expansion.374  

Mining interests similarly viewed tariffs as a cost impost on their industry.375  

Unfortunately for the government, pastoral and mining industries associations provided 

little other subsequent public support.376  These peak associations were politically 

compromised by their close association with the Country Party and its continuing support 

for protection. 

In summary, this case study finds mixed evidence supporting this cluster of reform 

elements.  This decision was not part of a comprehensive program taken to the 1972 
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election as part of ‘the program’.  It nonetheless constituted one of a group of measures 

designed to deal with existing and anticipated economic difficulties.  The tariff cut was part 

of a program of measures to deal with inflation and rising prices.  Yet, it is difficult to 

argue it was a component of a wider, comprehensive program of economic reform.  

Consequently, this variable is not supported, with that qualification.  On balance, this 

reform was a pragmatic response to prevailing conditions and did not exhibit voodoo 

politics.  The role of voodoo politics is often difficult to determine, with two elements to 

this variable.  Whitlam indicated in his policy speech that his government would take action 

to control prices if required, which is what it did.  He also specifically excluded blame on 

the outgoing Coalition government for the problem of inflation.  The evidence does not 

satisfy either aspect of this variable in this case.  A reformist government might need to 

make use of the media, stimulating popular support to overcome resistance to its agenda (or 

at least ambivalence).  The government made use of the media to explain the tariff cut and 

for a greater part of its terms in power it continued to use media outlets to support its 

policy-specific narratives and by extension, its government meta-narrative of widespread 

reform.  The media generally supported the reform and Whitlam used that support to 

promote his cause.  However, media outlets subsequently turned against the government in 

1974, intensifying general criticisms during 1975.  Last, compensation to ‘losers’ from the 

reform and acceleration of gains to winners did not assist the passage and maintenance of 

the reform.  Offers of compensation mainly assisted Whitlam to win the reform argument 

within Cabinet and the party room.  The appropriate offer of compensation was soon 

swamped by the deteriorating economic situation and exaggerated perceptions of wanton, 

widespread destruction of local industries leading to increased unemployment.  Similarly, 

many of those initially advantaged by the cut were closely associated with the Coalition 

parties and failed to actively support reform. 
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5.3 Discussion and conclusion 

Structural reform could be said to have commenced with a false start in 1973, when the 

government introduced a dramatic 25% across-the-board tariff cut.  …  In conjunction 

with other events, the cut precipitated a backlash against reform and there were only 

‘piecemeal’ further reductions in tariffs for over a decade.377 

This chapter has reviewed the factors that prompted and supported the Whitlam 

government’s 1973 across-the-board tariff cut, framed around the variables within the five 

clusters of reform conceptual framework.  I find mixed results supporting the various 

variables from that analysis, depicted in summary form in Table 5.1.  It was the political 

conditions, role of ideas, and economic team that were most significant in this case, with 

aspects of the economic conditions and reform program also supporting change.  What is 

noteworthy is that the economic conditions in the form of crisis were not the catalyst for 

this reform, as the reform literature often suggests might be the case. 

Table 5.1 – Case study findings for the 

Whitlam government’s 25 per cent tariff cut 
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 Satisfied; () Satisfied, with qualifications;  Not satisfied; () not satisfied, with qualifications;  At first yes, subsequently no 

( and vice versa) 

Economic conditions are normally significant in driving reform, yet crisis did not 

contribute to Whitlam’s decision to cut tariffs.  Instead, buoyant economic circumstances 

provided the political space to pursue change.  It was the later ‘crisis’ of stagflation and 

recession that affected the durability of the reform.  This case is the antithesis of the 

generally accepted principles expounded within the extensive crisis literature.  It is 

debatable whether governments will always utilise the opportunity presented by positive 

economic conditions to pursue reform, causing some scholars to question why governments 

do not act during ‘better times’.378  The tariff cut is an example of a reform occurring as the 

economy accelerated (albeit perhaps too rapidly), exposing risks of soaring inflation, rising 
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Variable Whitlam 

Economic conditions  

Crisis  

External help  

Political conditions  

Honeymoon  

Solid political base   

Fragmented opposition   

Social consensus  

Visionary leader   

Role of ideas  

Paradigm  

Paradigm shift  

Valence  

Economic team  

Coherent economic team   

Presence of a technopol () 

Reform program  

Comprehensive program () 

Voodoo politics  

Use of media  

Compensation of losers  

Acceleration of gains  
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wages and shortages of goods and labour.  The government attempted to proactively deal 

with those risks to the economy, and whether its adjustments worked in the circumstances 

should not detract from the fact that it attempted to do so.  Even though Whitlam and his 

government responded pragmatically to circumstances, external ideational influences 

shaped the nature of the reform in a type of external help.  Governments in other developed 

countries had made similar across-the-board tariff cuts and international organisations such 

as the OECD provided continuing pressure for Australia to lower its ‘relatively high level 

of protection’.379  Emerging professional arguments bolstered these views, and academics 

and industry economists argued for a breach of the tariff wall.  These influences provided 

extra support for Whitlam’s long-standing determination to shift Australia away from 

protectionism. 

As economic conditions are normally expected to play a strong role in reform, political 

conditions are usually also important.  They performed a significant role in assisting the 

government’s conception and pursuit of the tariff cut, as well as supporting its qualified 

durability.  Whitlam and his government were popular, and research in the immediate 

aftermath of the tariff cut showed widespread support for the action, meaning the reform 

occurred during the government’s political honeymoon.  It is difficult to be certain whether 

Whitlam would have approached this reform later in his term, but given some of the 

government’s policy retreats that occurred in late 1974, this seems unlikely.  Given the 

government did not require parliament’s support to pursue its reform; a solid political base 

was irrelevant.  Whitlam also developed internal party support for the tariff cut that 

maintained that base, which only waivered when ‘nervous nellies’ within the ALP later 

worried about re-election. 

Concerns about re-election justifiably occupied the thinking of members of the 

government, as by 1974 the federal Coalition became united and focused under Fraser’s 

leadership.  The evidence that the Coalition was a fragmented and demoralised opposition 

and that this situation assisted the government to pursue its reform is not straightforward.  

Even though initial fragmentation existed as the Coalition recovered from its 1972 election 

                                                                                                                                                 

379 OECD, "OECD Economic Surveys: Australia 1972," 61. 
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loss, the Whitlam government did not move further and faster because of opposition 

upheaval.  Instead, Whitlam implemented ‘the program’ with scant regard for obvious 

economic and political circumstances.  In this case, however, initial opposition 

fragmentation affected the psychological space into which the government introduced the 

tariff cut, encouraging acceptance within the government, its supporters and the wider 

community.  Whitlam encouraged backing for the reform by nurturing an already existing 

social consensus for change.  Publicly and personally announcing the cut in a national 

address illustrated the importance the Prime Minister placed on the decision.  The 

government explicitly built its consensus ex post as it had only hinted at the possibility of a 

tariff reform in its election platform.  This is an example of having to strengthen consensus 

because of a pragmatic, reactive response to economic circumstances.  The social 

consensus was fragile, dependent upon favourable economic conditions.  When those 

conditions worsened in 1974, Australians largely reverted to their support for industry 

protection.  Fraser utilised his pre-existing lack of general bipartisan support for tariff 

reform to fuel growing public discontent for the cut and therefore the prospects for 

continuing reform.  The tariff cut and indeed all aspects of ‘the program’ became 

inextricably linked with Whitlam as the leader and his ability to blunt Fraser’s emerging 

status as opposition leader.  It is highly likely the tariff reform would not have occurred 

without the visionary leadership of Whitlam.  Whitlam had never been silent about his 

antagonism towards protectionism and its widespread costs for the community.  The Prime 

Minister possessed and maintained the strength, commitment, willingness to take risks, and 

vision to pursue this difficult reform.  A negative aspect of the tariff cut is that the vision 

was diffuse, holding too many motivating factors that may have worked against the 

community’s emotional attachment to the change.  Whitlam argued, for example, he wished 

to reduce inflationary pressures, but at the same time contended unbridled protection was 

against the long-term economic interests of the country.  Whitlam did not come from a 

traditional Labor party background, meaning he did not emerge from the industrial wing of 

the party.  At first glance this was detrimental for his leadership as he sought support for 

reform, but it also meant he was not restricted by the many of the usual political problems 

of past patronage, constrained by historical allegiances, or forced to yield to factional 

pressure.  Of course political ‘luck’ plays a role in all economic reform and the difficult 

international and domestic economic conditions in late 1974 challenged his vision. 
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The role of ideas was a significant factor in explaining the Whitlam government’s pursuit 

of tariff reform.  The cut modified rather than altered a pre-existing policy paradigm.  In 

this sense it does not qualify as an example of Hall’s third order change (paradigm shift).  

This assessment does not diminish the government’s bold actions, given Australia’s 

obsession with industry protection.  Whitlam wanted a system responding to need, not 

entitlement, while simultaneously opening Australia to greater competition.  Concerns 

about inflation and the availability of goods provided Whitlam with his window of 

opportunity for policy reform, providing an example of Kingdon’s arguments in action.  

Even though the cut was initially popular within the electorate, support was fragile, perhaps 

even illusionary, supported as it was by temporary boom conditions.  Once those 

favourable conditions ebbed away, sentiments changed and the Australian community 

demonstrated its lack of emotional attachment (i.e. a lack of valence) for the change. 

If the other clusters of variables were relevant to the pursuit, implementation and durability 

of the tariff cut, the economic team contributed in a mixed fashion.  Whitlam surrounded 

himself with a coherent economic team, constituted by a number of economists who 

advised on reform and modernising the Australian economy, at times risking an already 

strained relationship with Treasury.  As we have seen, Australia also had the example of 

other industrialised nations that had cut tariffs, pressure from the OECD to do so, and 

emerging local academics and industry economists who agitated for change.  These 

professionals carried these influences with them into Whitlam’s advisory team, sidelining 

the traditional influence of the Treasury, and to a lesser extent the RBA.  What Whitlam did 

not have was the effective presence of a technopol to assist in the policy reform.  Despite 

the qualifications and experience of Cairns, his inconsistent support for tariff reform made 

him unsuitable to undertake the role.  Leadership tensions between the two men also 

complicated the nature of their relationship. 

If the economic team was coherent to an extent, the reform program itself played a lesser 

role in the conception, implementation, and sustainability of the tariff cut.  ‘The program’ 

by the Whitlam government was comprehensive and much wider than economic reform in 

its scope.  Even though the government instituted detailed measures to deal with inflation 

(including the cut), they were not part of a larger economic plan of change.  The response 

was pragmatic, designed to support ‘the program’ rather than being a stand-alone 
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comprehensive program of economic reform.  In doing so, however, the Whitlam 

government did not utilise voodoo politics when pursuing its tariff reform.  It maintained a 

general reform focus, and Whitlam had always demonstrated an animosity towards the 

tariff wall.  At some stage it was possible or even likely these principles were bound to 

intersect.  He also made it clear he did not blame the previous Coalition government for 

rising levels of inflation.  Whitlam stated this publicly, and in the beginning his use of the 

media aimed to encourage support for change, assisted by early positive reporting from 

media outlets.  Whitlam reinforced his arguments with public announcements of ongoing 

systematic tariff decisions, and by his use of general press conferences.  Unfortunately, his 

use of press conferences diminished almost simultaneously with compounding negative 

criticism of him and his government.  The variable of the use of the media was initially 

satisfied, but its positive effects fell away over time, likely influencing the effective 

durability of the policy.  Later negativity surrounding actual and perceived consequences of 

the cut overshadowed the scheme to supply compensation to losers, which took the form of 

assistance to firms, and grants for relocating and retraining workers.  Its effects diminished 

as did the acceleration of gains to winners, as industries that benefitted from the reform 

stayed largely silent, remaining politically aligned with Coalition interests. 

In conclusion, I argue the tariff cut was a ‘resilient’ or ‘conflicted’ success, as defined by 

McConnell, even if it had negative political consequences for the Whitlam government.380  

There was some opposition and shortcomings, but the tariff cut was long-lasting, even if 

some backtracking and modifications later took place.  The government began the 

necessary process of tariff reform in Australia, later embraced by its Labor successors.  

Even though the community reduced its appetite for tariff reform, the government ensured 

that industries became more accountable about tariffs and other forms of assistance.  The 

IAC continued its systematic across-the-board review of tariffs, resulting in reductions to 

protection over time.  The headline level of tariffs was never again increased.  History 

shows that the tariff reform endured, even though the Whitlam government itself and its 

successor later reduced some of its effects.  The trend for lower industry protection 

commenced in 1973: average effective rates of protection in manufacturing were 

                                                                                                                                                 

380 See chapter 1 for a discussion about ‘policy success’. 
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substantially lower in 1974-75 (28 per cent), than they were in 1968-69 (36 per cent).381  

Figure 5.1 illustrates how assistance fell markedly under Whitlam, and although levels both 

fell and rose again under Fraser, there was a trend in lower rates over time.  This case study 

illustrates how the influence of domestic political variables can overpower structural and 

economic necessities, at least in the short term. 

Figure 5.1 — Average effective rate of assistance to manufacturing382 

 

 

 

 

Timing and luck are often underplayed as factors affecting the progress of reform.  The cut 

is an example of opportunistic timing, but as I have shown, open windows for reforms 

quickly close.  Millmow argues, ‘the timing [of the cut] could not have been more 

unfortunate, with the first OPEC oil price shock coming later in the year, and then the 

Treasury moving to inflict a short, sharp shock upon the economy.’383  Fraser was 

opportunistic, providing definitive opposition to reductions in protection.  Viewed in this 

light, his later soft position on reform is not surprising. As Forsyth argues, ‘oppositions are 

willing to exploit specific situations of unemployment, and promise increased protection to 

cure it.  When in government they are under pressure to fulfil their promises, as the Fraser 

government was.’384  Conversely, Whitlam argued the case for lower tariffs for years, 

which meant that he was not obligated to maintain them at the same levels.  Perhaps most 

importantly the cut provided lessons (Hall’s social learning) for the Hawke and Keating 

governments.385  In 1975, Gruen argued prophetically, that ‘finally it has been shown to be 

                                                                                                                                                 

381 Geoff W. Edwards, "Protection Strategies for Australia," Australian Journal of Agricultural and 

Resource Economics 21, no. 3 (1977): 196. 
382 Leigh, "Trade Liberalisation and the Australian Labor Party," 491. 
383 Alex Millmow, "Migrant Who Took Aim at Tariffs," The Canberra Times, 9 June 2008. 
384 P. J. Forsyth, "Trade and Industry Policy," The Australian Economic Review 18, no. 3 (1985): 74. 
385 Social learning builds as ideas in political life influence political outcomes, guided by actors who 

interpret past and present events and screen information to seek meaning, see: Berman, "Ideational 



Page 195 

 

administratively and possibly even politically feasible to have an across-the-board tariff cut 

in Australia.’386 

 

 

 

 

 

                                                                                                                                                 

Theorizing in the Social Sciences Since “Policy Paradigms, Social Learning, and the State”," 220.  I 

discuss this in more detail in: chapter 3 ‘Role of ideas – Ideas, social learning and the paradigms that 

frame policy’. 
386 Gruen, "The 25% Tariff Cut; Was It a Mistake?," 19. 
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Chapter 6 — Australia opens to the world – the float of 

the dollar and the beginning of the ‘golden’ reform 

period of the 1980s 

When we came to office the Australian economy was in a sclerotic condition.  We were 

no longer the lucky country, where the world was just buying our wool and our wheat 

and our meat and our minerals.  It was much tougher and we were not going to be able 

to compete in that world if we didn’t change the economy pretty basically - and we did.1 

This chapter uses the adapted version of Williamson and Haggard’s ‘clusters of reform’ 

framework to analyse the Hawke government’s 1983 decision to float the Australian dollar.   

The original four clusters are the economic conditions, the political conditions, the position 

of the economic team and the reform program, with the role of ideas added as a fifth 

cluster.2 

The chapter examines Australia’s management of its system of exchange rates.  It analyses 

both local and international events and ideas, before investigating the events surrounding 

the float in December 1983.  The remainder of the chapter uses the ‘five clusters’ 

conceptual framework to evaluate the float and consider the relevance of each cluster in the 

conception and implementation of exchange rate reform and its durability. 

The evidence shows that four of the five clusters of reform made a contribution.  This is a 

rare case of a paradigm shift as defined by Hall.  Valence was also high, an important factor 

for consequent reforms.  The economic and political conditions, and the economic team 

were also important.  The reform program cluster of variables was not significant for this 

reform.  The chapter also demonstrates how a multiple-variable conceptual framework is 

useful to assess reform decisions. 

                                                                                                                                                 

1 Interview with Bob Hawke, Michael Gordon, "Bob Hawke on his Loves, Legacies and Life after 

Politics," The Age, 1 March 2003. 
2 Williamson and Haggard, "The Political Conditions for Economic Reform," 562-88.  See: Figure 1.1 

for further details of the reform conceptual framework. 
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6.1 Historical background 

When the foreign exchange market opened on 12 December 1983, without the Reserve 

Bank making a price for the first time in decades, people would have been uncertain 

what would happen.  Yet policymakers had tried all the alternatives and the float was an 

idea whose time had come.  It was a profound decision – part of a recognition that 

Australia was part of a wider world, and that we had to reform our own policy and 

economic frameworks in order to have the sort of prosperity that we wanted as a 

society.3 

The Hawke government and floating the currency—the first domino of reform falls4 

On 5th March 1983, the Hawke government swept to power.  Its Fraser government 

predecessor  made few efforts to reform the Australian economy and by the time of the 

election, the country was in recession, with rising unemployment, accelerating inflation, a 

deteriorating current account, and limited foreign direct investment.5  In 1982-83, the 

Australian economy contracted by 1.7 per cent, unemployment rose to 6.7 per cent (9.9 per 

cent the following year) and inflation peaked at a decade-high of 11.5 per cent.6  

Australians elected Hawke on a benign platform of economic reform, but by 1987, the 

government had floated the dollar, removed both foreign exchange and domestic interest 

rate controls and introduced foreign competition into the banking industry.7 

On 9th December 1983, the government announced it would float the dollar and remove 

capital controls from 12th December.  No longer would or could the government exercise 

direct influence over the value of the Australian dollar.  The float was the Hawke 

                                                                                                                                                 

3 Glenn Stevens, "The Australian Dollar: Thirty Years of Floating," (Sydney: The Australian Business 

Economists' Annual Dinner, 2013). 
4 Gary Banks (when he was the Chairman of the Productivity Commission) in a presentation to the IMF 

and the World Bank opened a section of his paper with the title, ‘’Opening the borders’ became the first 

domino’.  See: Banks, "Structural Reform Australian-Style: Lessons for Others?," 10.  I had determined 

to use this metaphor before becoming aware of his paper. 
5 Reserve Bank of Australia, "Australian Economic Statistics 1949-50 to 1994-95," (Sydney: RBA, 

1996), 225, 180, 243, cited in: Dyster and Meredith, Australia in the Global Economy: Continuity and 

Change, 252. 
6 Reserve Bank of Australia, "Australian Economic Statistics 1949-50 to 1994-95," 225, 180, 243, cited 

in: Dyster and Meredith, Australia in the Global Economy: Continuity and Change, 252. 
7 For a list of Hawke government reforms until 1991, see: Bob Hawke, The Hawke Memoirs (Port 

Melbourne: William Heinemann Australia, 1994), Appendix two - Micro-economic reform - 587-89. 
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government’s first important economic reform and it heralded a new financial world for 

Australians.  It subjected Australian companies to greater international competition and 

ensured changes in patterns of trade.  Even though Australia has always relied on foreign 

capital, the float integrated the country into global financial markets, ensuring it drew even 

more heavily on foreign sources of capital.8 

Australia’s history of exchange rate control was similar to other aspects of its financial, 

trade, and general economic policy.  It was a world of control and protection by a country 

that felt vulnerable, requiring protectionist, insular responses.9  Exchange rate rigidity was 

an essential part of the overarching protectionist framework that included tariff protection, 

centralised wage control, discriminatory (but expansive) immigration and a wide range of 

restrictive domestic economic practices.10  Australian policy-makers assumed that 

controlling the exchange rate provided greater stability to a small economy with a 

substantial reliance on resource exports.11  A fixed exchange rate also assisted the 

regulation of capital inflows and capital markets, allowing for control of the domestic 

financial system.12  A general distrust of market mechanisms helped the culture of control 

persist.13  The float ensured that consequent and complimentary reforms became necessary 

and difficult to resist.  Other cherished and entrenched policy symbols of an ‘old’ Australia 

fell like a set of dominos.  The float became an ‘irresistible catalyst to further deregulation 

of Australian society.’14 

                                                                                                                                                 

8 Adrian Blundell-Wignall, "Introduction" (paper presented at the The Exchange Rate, International 

Trade and the Balance of Payments, Kirribilli, 1993), 1. 
9 Conley, The Vulnerable Country: Australia and the Global Economy. 
10 N. G Butlin, A. Barnard, and J. J. Pincus, Government and Capitalism: Public and Private Choice in 

Twentieth Century Australia (Sydney: Allen & Unwin, 1982), ch. 2. 
11 Guy Debelle and Michael Plumb, "The Evolution of Exchange Rate Policy and Capital Controls in 

Australia," Asian Economic Papers 5, no. 2 (2006): 11. 
12 Adrian Blundell-Wignall, Jerome Fahrer, and Alexandra Heath, "Major Influences on the Australian 

Dollar Exchange Rate" (paper presented at the The Exchange Rate, International Trade and the Balance 

of Payments, Kirribilli, 1993), 34. 
13 Stevens, "The Australian Dollar: Thirty Years of Floating,". 
14 Kelly, The End of Certainty - Power Politics and Business in Australia, 76. 
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Exchange rate mechanisms—fixed or floating? 

Every evening news bulletins report the details of the day’s trading on the stock market.  

They also list the exchange rate of the Australian dollar against major currencies.  

Expressed in its basic terms, the exchange rate is ‘the price of one currency expressed in 

terms of another currency.’15  The IMF defines four basic types of exchange rate 

mechanism (ERM), namely hard pegs, soft pegs (including crawling pegs), floating 

regimes (market determined rates) and residual types (other managed arrangements).16  

Most countries have, over time, experimented with some, or all of these approaches.17  For 

much of the twentieth-century Australia fixed the value of its currency to other major 

currencies (hard peg), but later modified that approach to include a basket of currencies 

(soft peg) in a search for greater stability.  Despite a long history of the Australian currency 

being ‘pegged’ to various major currencies, since 1983 governments have employed a 

system with rates determined by market forces, with minimal government control and 

intervention.18  The style of floating arrangement adopted by Australia is perhaps the 

‘purest’ form in terms of liberal market economics, showing how the Hawke government 

wished to make a complete break with the past.  The ‘correct’ exchange mechanism for a 

country depends on local circumstances,19 shaped by factors such as macroeconomic 

objectives; the degree of labour, and goods and services market flexibility; the nature of 

economic shocks a country might experience; and possible microeconomic efficiencies in 

activity.20  Not surprisingly, though, the choice of ERM for a country is not just a rational 

economic decision, but one based squarely in politics.  Broz and Frieden concluded from a 

2001 survey that: 

                                                                                                                                                 

15 Reserve Bank of Australia, "Glossary,"  2017, http://www.rba.gov.au/glossary/. 
16 International Monetary Fund, Annual Report on Exchange Arrangements and Exchange Restrictions 

2015 (Washington: IMF, 2015), 1. 
17 Michael W. Klein and Jay C. Shambaugh, Exchange Rate Regimes in the Modern Era (Cambridge, 

Mass: MIT Press, 2010), 14-15, 28. 
18 Dyster and Meredith, Australia in the Global Economy: Continuity and Change, 388. 
19 Jeffrey A. Frankel, "No Single Currency Regime is Right for All Countries or At All Times," (National 

Bureau of Economic Research, 1999), 36.  Also see: Blundell-Wignall, "Introduction," 4. 
20 "Introduction," 3-4. 
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Although there is no consensus on the role of politics in exchange rate regime choices, it 

is recognized that considerations of aggregate social welfare provide a partial 

explanation at best.  Regime decisions involve tradeoffs with domestic distributional and 

electoral implications; thus, selecting an exchange rate regime is as much a political 

decision as an economic one.21 

Given its importance, changing an exchange rate system is a critical decision for any 

government. 

Australia’s early controlled exchange rate history 

Table 6.1 provides a brief historical outline of Australia’s fixed exchange rate system.  

Australia mirrored the experience of many other industrialised countries by moving away 

from fixed systems in the early 1970s.  Australia has always relied on the export of 

commodities to earn its foreign exchange and commodity prices are volatile.  Prices are 

reliant on the strength or weakness of the international economy.22  In the nineteenth 

century (up until the First World War) Australia followed the rest of the world as countries 

pegged major currencies to one another, but secured them by holding reserves of gold.  

Before 1914, both England and Australia adopted the same gold standard.  Each country 

minted sovereigns that were legal tender in both countries, but each produced their own 

bank notes. By law the notes could be converted into gold, meaning the measure of value 

was the same in both countries, the gold sovereign.23  The system broke down in the 

reorganisation of spheres of influence following the First World War as economies 

struggled to find the ‘ideal’ system for their requirements.  A new fixed system of holding 

gold reserves against currencies was ineffective and in the years following the war some 

countries abandoned the gold standard in an attempt to forge a new path for growth. 

                                                                                                                                                 

21 J. L. Broz and J. A.  Frieden, "The Political Economy of International Monetary Relations," Annual 

Review of Political Science 4 (2001): 330-31.  Also see: Klein and Shambaugh, Exchange Rate Regimes 

in the Modern Era, 23-25.  That decision can be influenced by interest groups, partisan politics and 

political institutions, see: J. Frieden, "The Dynamics of International Monetary Systems: International 

and Domestic Factors in the Rise, Reign, and Demise of the Classical Gold Standard," in Coping with 

Complexity in the International System, ed. R. Jervis and J. Snyder (Boulder: Westview, 1993), 141; J. 

Broz, "The Domestic Politics of International Monetary Order: The Gold Standard," in Political 

Economy: Perspectives on Global Power and Wealth, ed. Jeffry A. Frieden and David A. Lake (London; 

New York: Routledge, 2003), 201. 
22 Blundell-Wignall, Fahrer, and Heath, "Major Influences on the Australian Dollar Exchange Rate," 33. 
23 Sir George Shaw Knowles, "Opinion 1564 - Currency: Australian Pound," (Treasury, 1934), 1. 
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Table 6.1 — Summary of Australia’s fixed exchange rate24 

 

The Great Depression of the 1930s affected the world to such an extent that countries 

throughout the world (including Australia), retreated within themselves, building protective 

walls of tariffs and fixed exchange rates.  In the United Kingdom in 1931, a run on funds 

caused the government to abandon the gold standard.  Broz and Frieden argue that 

‘Britain’s exit began a stampede that led virtually the entire rest of the world off gold 

within a couple of years’.25  That exit from gold included Australia.  The result for Britain 

                                                                                                                                                 

24 This table relies on data synthesised from various sources related to both the international and 

Australian history of management of exchange rates: Blundell-Wignall, Fahrer, and Heath, "Major 

Influences on the Australian Dollar Exchange Rate," 34-38; Debelle and Plumb, "The Evolution of 

Exchange Rate Policy and Capital Controls in Australia," 9-20; Klein and Shambaugh, Exchange Rate 

Regimes in the Modern Era, 25-28. 
25 Broz and Frieden, "The Political Economy of International Monetary Relations," 337. 

Gold standard in the nineteenth century, from 1876 to 1914 — value of currency pegged 

directly to gold reserves — all currencies pegged to one another — open capital markets. 

Following the First World War, a new gold standard was attempted but ineffective — many 

countries not able to maintain sufficient reserves. 

‘Interwar years’ — some countries returned to gold standard; others allowed currencies to 

float; others instituted exchange controls — collapsed during 1930s. 

Australia pegged currency to the British pound sterling from December 1931. 

Fixed exchange rates established at Bretton Woods Conference in 1944 — Australian 

currency remained pegged to the sterling. 

Swings in value of sterling over the decades, but in post-war years until later changes, 

Australia only once did not follow the lead of the British currency (November 1967). 

Australian dollar ($AU) revalued in 1971 and then pegged to the US dollar ($US), reflecting 

reducing importance of sterling. 

In late 1971 $US devalued against gold to allow other currencies to appreciate (including 

$AU) in hope of achieving a return to more widespread exchange rate system (Smithsonian 

Agreement prompted by G10). 

Bretton Woods system collapsed — gold standard abandoned by the United States — $US 

devalued again in 1973 and some major currencies floated in March 1973 (e.g. Japan and 

EEC). 

Australia attempted to maintain peg to $US — exchange rate stability still seen as priority in 

approach — terms of trade rose sharply in early 1970s — $AU revalued a number of times, 

but inflation spiralled upwards and terms of trade declined. 

From 1974 to 1976 following various revaluations Australian government abandoned $US 

peg in favour of a weighted mixed basket of currencies — management group monitored 

exchange rate daily and made adjustments. 

From 1976 to 1983 Australia chose a ‘crawling daily peg’ against the $US (small group of 

officials adjusted rate daily against $US) — prompted by continuing problems with terms of 

trade. 

Early 1980s characterised by weakened economic activity in OECD countries — minerals 

boom collapsed on major recession in OECD — local wage claims fuelled inflation — 

perception Australian currency overvalued. 

December 1983 $AU floated and capital controls eliminated. 
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and Australia was that ‘both countries were now off the gold standard, and the value of the 

pound, whether English or Australian, depended on the credit of the respective 

Governments and Banks of issue.’26  Australia’s ethos of vulnerability and its protective 

outlook resulted in it continuing to fix its exchange rate to its major trading partner of the 

day and cultural leader, Great Britain. 

In the latter stages of the Second World War, it became clear that it was in the best interests 

of countries to cooperate and integrate for social, economic and security reasons.  A 

number of Allied powers met in July 1944 and established rules for financial and 

commercial relations.  There were ‘three pillars’ of the agreed Bretton Woods system, 

‘international monetary cooperation’ controlled by the IMF; international trade 

liberalization negotiated within the General Agreement on Tariffs and Trade (GATT); and 

investment in developing countries by an organisation that became the World Bank.27  

Previously, some countries had found difficulties in maintaining a fixed exchange rate, 

when their trade accounts fell into deficit due to unfavourable circumstances.  Bretton 

Woods designed the IMF to be a lender of last resort, required to assist countries in times of 

crisis.  Importantly, as part of the process, countries (including Great Britain) fixed their 

national currencies to the US dollar, which was in turn fixed to gold.  Countries could move 

outside the system if they chose to, and Australia maintained its currency peg to the 

sterling, which therefore indirectly connected it to the Bretton Woods agreement.28  

Following the Great Depression and the Second World War, the state dominated capital 

markets and there was distrust in price mechanisms generally.   This became the standard 

for Australia and many other countries, but the system became increasingly tested by 

increasingly volatile movements of capital. 

In 1967, the UK government decided to devalue the pound by 14 per cent.  Despite 

resisting for some time, the government felt pressured to act by an increasing trade deficit, 

a weakening economy and pressures from creditors.29  Even though there had been many 

                                                                                                                                                 

26 Knowles, "Opinion 1564 - Currency: Australian Pound," 2. 
27 Broz, "The Domestic Politics of International Monetary Order: The Gold Standard," 14. 
28 Broz and Frieden, "The Political Economy of International Monetary Relations," 320. 
29 Scott Newton, "The Sterling Devaluation of 1967, the International Economy and Post-War Social 

Democracy," The English Historical Review 125, no. 515 (2010). 
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swings in value of the sterling over the years, it was only on this occasion that Australia 

chose to adjust the peg, by not devaluing the local currency against sterling.30  A number of 

reasons caused the government not to act, including: inflationary concerns; likely 

improvements in the balance of payments; the fact that other governments had not devalued 

against sterling; and diminishing concerns about lost export receipts from Great Britain, 

because of its declining importance as an export destination.31 

As Australia’s security and trade connections began to shift in the early 1970s hastened by 

Britain's decision to join the European Economic Community, the Australian government 

decided it was time to shift the peg to the US dollar, away from sterling.32  A mounting 

balance of payments problem also developed for the United States in 1971 and in 1973 it 

withdrew from the Bretton Woods system, along with the United Kingdom.33  Those 

countries drove the creation of the post-war regime and their withdrawal led to its 

collapse.34  The end of the Bretton Woods system resulted in the end of a ‘single coherent 

international monetary system.’35  Yet, apart from a handful of countries that floated their 

currencies after 1973, much of the world continued to utilise a pegged approach (including 

Australia that continued to peg its currency to the US dollar). 

Australia’s exchange rate history from the 1970s 

During the Whitlam government’s tenure of office from 1972 to 1975, both Australia and 

other developed economies experienced recession, ‘stagflation’ and economic instability.  

Australia strove for exchange rate stability, but it continued to suffer balance of payments 

problems and volatile capital inflows.  The government’s response was to tighten capital 

controls, resulting in a temporary slowing of inflows.  Borrowers and speculators alike 

adapted to the new rules, anticipating revaluations of the currency that did occur.  Between 

December 1972 and September 1973 the government adjusted the valuation of the currency 

                                                                                                                                                 

30 Debelle and Plumb, "The Evolution of Exchange Rate Policy and Capital Controls in Australia," 9. 
31 "The Evolution of Exchange Rate Policy and Capital Controls in Australia," 9. 
32 Blundell-Wignall, Fahrer, and Heath, "Major Influences on the Australian Dollar Exchange Rate," 34. 
33 Debelle and Plumb, "The Evolution of Exchange Rate Policy and Capital Controls in Australia," 11. 
34 Broz and Frieden, "The Political Economy of International Monetary Relations," 318. 
35 Klein and Shambaugh, Exchange Rate Regimes in the Modern Era, 27. 
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on three occasions.36  Instability continued and on the 25th September 1974 the government 

devalued the currency by 12 per cent against the US dollar in an attempt to deal with 

rampaging inflation.  However, this time the government also abandoned the peg to the US 

dollar and replaced it with a peg to a basket of currencies (a so-called soft peg).  Large 

fluctuations in the US currency and the broadening of Australian trade motivated the 

government to act.37  Capital inflows and outflows during the period also forced the 

government to introduce new capital controls in an effort to exert some influence over 

current account outcomes that disrupted the country as it moved in and out of recession.  

For example, in late 1972 the Whitlam government introduced a restriction preventing 

Australian residents or resident foreign companies from borrowing overseas, unless it was 

for trade finance repayable in two years or less.  At the same time Australian residents 

could now invest in overseas shares and land, removing a long-term restriction.38 

The economy gradually improved in 1976, but Australia’s balance of payments remained in 

deficit, and the incoming Fraser Government worried about private capital movements and 

an exchange rate unresponsive to the needs of a changing economy.  Speculators perceived 

an overvalued Australian dollar and held off importing capital in the expectation that assets 

would become cheaper.  The Fraser government responded in November 1976 by 

devaluing the currency by 17.5 per cent and also amending the ERM again, this time to a 

‘crawling peg’.  Under a crawling peg, the government returned to fixing the Australian 

currency to the US dollar, but this time a small group of officials reviewed the rate daily 

and adjusted it.39  However, this revised ERM continued to provide the government with 

challenges to meet its policy settings. 

Some anxiety within the ranks of the Fraser government about financial reform persuaded it 

to commission the Campbell Inquiry in January 1979, headed by Sir Keith Campbell, 

Chairman and General Manager of the property company Hooker Corporation Ltd.40  The 
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government provided a wide brief to Campbell and his fellow Commissioners, drawn from 

the finance industry and Treasury.  They were to advise on improvements to the financial 

system in order promote efficiency and stability.  The Inquiry reported in 1981.  It found 

that the fixed exchange rate regime did ‘not necessarily produce more stable exchange rates 

over a long period and may indeed add to instability’41 and recommended the float of the 

dollar and the financial sector liberalisation.42  These recommendations, however, came up 

against the conventional culture of control.43  While Treasurer John Howard supported the 

recommendations, Fraser opposed significant change and, despite some tinkering, the ‘old’ 

system remained largely in place.44  Growing economic pressures pushed the government 

to contemplate reform, however, political constraints from vested interests outweighed the 

economic imperative to consider reform in the national interest.45  Yet, times were 

changing in the world economy.  Following the end of Bretton Woods, the Keynesianism 

paradigm was declining in importance.  The developing monetarist paradigm called for a 

smaller role for the state in the economy and a greater role for the market to determine 

economic outcomes, including exchange rates.  Economists argued for making inflation a 

higher priority, achieved through the actions of central banks administering tight monetary 

policy.  Policy-makers became increasingly receptive to the idea of fighting inflation as a 

priority. 

Events leading to the float of the exchange rate 

The centrepiece of Hawke’s 1983 election campaign was the Prices and Incomes Accord 

(the Accord), negotiated with the Australian Council of Trade Unions (ACTU).  Developed 

in advance of the election, the Accord reflected agreements reached on issues such as 

wages, prices, non-wage incomes, taxation, industrial relations legislation, industry 

development, immigration, social security, occupational health and safety, education, 
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health, and Australian government employment conditions.46  The government hoped the 

Accord would allow it to control inflation and unemployment, reduce poverty, and 

restructure industry.47  During the election campaign the Labor Party also released the 

‘National Recovery and Reconstruction’ plan, as a basis for its prospective economic 

policies.48  The plan proposed capital works and infrastructure spending, tax cuts and 

borrowing opportunities for businesses, farmers and home-buyers, within tight monetary 

policy.49  Yet, this plan was not explicit about economic reform initiatives.  Within a year, 

however, Australians learnt that the government’s approach to economics was going to be 

radically different to the one that preceded it.  This surprise was perhaps exacerbated by 

Australia’s history since the 1930s of failing to introduce structural reform or pursue 

‘internationally orientated or market-orientated reform’, instead protecting the economy 

and driving local demand.50 

Following the election Hawke convened the ‘National Economic Summit Conference’ 

(NESC), between 11th and 14th April, 1983.  The NESC was an attempt by Hawke to build 

consensus about the need for policy change, by consulting with representatives from 

employer organisations, trade unions and all political parties, to seek consensus about 

economic policy.51  The Summit encompassed principles of social cohesion, tolerance, and 

the inclusion of groups traditionally excluded from policy development processes,52 and 

was consistent with the underlying principles of the Accord.  These themes were ones 

Hawke had earlier enunciated in his 1979 Boyer Lectures.53  The three-way system of 

                                                                                                                                                 

46 Bill Kelty, "The Accord, Industrial Relations and the Trade Union Movement," in The Hawke 

Government: A Critical Retrospective, ed. Susan Ryan and Troy Bramston (North Melbourne: Pluto 

Press Australia, 2003), 330-31. 
47 "The Accord, Industrial Relations and the Trade Union Movement," 330. 
48 Goldfinch, Remaking New Zealand and Australian Economic Policy: Ideas, Institutions and Policy 

Communities, 17. 
49 Floating the dollar exerted even greater pressure on the Hawke government concerning monetary and 

fiscal policy.  See: The Canberra Times, "Floating the Dollar," The Canberra Times, 12 December 1983. 
50 Garnaut, "Australia," 68. 
51 Barry Jones, "The Hawke Government: An Assessment from the Inside," in The Hawke Government: 

A Critical Retrospective, ed. Susan Ryan and Troy Bramston (North Melbourne: Pluto Press Australia, 

2003), 413. 
52 Tony Moore, "Hawke's Big Tent," in The Hawke Government: A Critical Retrospective, ed. Susan 

Ryan and Troy Bramston (North Melbourne: Pluto Press Australia, 2003), 114-15. 
53 R. J. L. Hawke, The Resolution of Conflict (Sydney: Australian Broadcasting Commission, 1979), 59-

60, 66-67. 



Page 207 

 

cooperation between government, business and unions reflected principles of ‘tripartism’ or 

‘corporatism’.54 

Several economic priorities challenged the government as 1983 was drawing to a close, 

requiring both economic and political management.  Wage claims agreed by the previous 

Fraser government drove inflation, and the terms of trade continued to decline.  Again 

currency speculation and capital outflows developed as the currency was viewed as 

overvalued and investors were uncertain about the policies of the new government.  The 

evolving and pressing problem for the government was one that had been building all year 

around the exchange rate,55 and was a continuation of the challenges that governments had 

experienced for a decade.  The government’s first response in March 1983— devaluing the 

dollar by 10 per cent—was traditional.56  Surges of capital flowed into the country between 

August and September as investors looked to take profits from an increasingly likely 

revaluation.  To maintain the exchange rate, the RBA needed to match each dollar that 

flowed into the country with domestic currency, which in turn distorted the local money 

supply, risked inflation, pressured short-term interest rates, and negatively affected the 

competitiveness of local industries. 

In October, the government agreed to float the forward exchange rate of the dollar which in 

turn meant the RBA no longer had to match currency inflows.  The forward rate was set 

each day by banks for a transaction in the currency with the delivery or payment on a future 

date.57  The decision was a compromise because Treasury (and its Secretary, John Stone) 

remained resistant to any full float of the currency.  Unfortunately for the government, its 

actions were of little consequence and speculators again attacked the dollar in November.  

In an attempt to stabilise the currency, the RBA spent $1.4 billion in foreign exchange 

purchases in the first week of December alone.  The Bank contacted the government on 8 

December and warned it that about $800 million was about to enter Australia from 
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international financiers who wish to speculate on the local currency.  The likely influx of 

such a large amount of foreign capital concerned the RBA as it estimated it would increase 

the money supply in the country by 1 per cent and disrupt their efforts to control inflation.58  

It was in the circumstances of a ‘currency crisis’ that the government decided to float the 

dollar. 

According to Hawke, the Governor of the RBA, Bob Johnston, argued on the morning of 

the decision that a float could not worsen conditions, and ‘in any event I happened to agree 

with Johnston; that, up or down, the old system had passed its use-by date.’59  However, the 

fact that financial deregulation was contrary to Labor policy and philosophy provided a 

barrier to change.60  At its 1982 Conference, the Party resolved to oppose Campbell’s 

recommendations and before the 1983 election, the Shadow Treasurer, Paul Keating, went 

on record supporting continued regulation.61  This changed after the election when, as Kelly 

argues, the new government used its ‘authority and mystique’ to overcome internal party 

resistance.62  It commissioned its own inquiry under the stewardship of Vic Martin, former 

Managing Director of the CBC Bank and its merged entity, the National Australia Bank.63  

Hawke argues the inquiry was a ‘top-up to Campbell’s report’, freeing it from Fraser, and 

dressing it ‘in Labor cloth’ to allow ‘the Labor Party to jettison irrelevant old platitudes’.64  

The Martin Inquiry, reporting in February 1984, broadly endorsed the recommendations of 

the earlier Campbell Inquiry.  It commended and reinforced the liberalising policy 

direction, and proposed a host of deregulatory measures.65  By then, however, the decision 

to float had already occurred. 
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A floating exchange rate allowed Australia’s nominal exchange rate66 to respond to 

international shocks, providing some protection for the local economy from inflationary 

and deflationary pressures because the RBA was no longer required to adjust money supply 

to support the currency.67  Floating the exchange rate and abandoning capital controls were 

the first steps in the economic reforms of the 1980s.68  These initial reforms did not just 

change the financial system; they altered the climate for reform.  External economic forces 

had a much greater and immediate impact after the float.  The success of the reform 

emboldened the government in its drive for change,69 allowing it to begin its narrative of a 

globalising world economy forcing inevitable and unstoppable change on economies like 

Australia.70  The float of the dollar had its obvious economic effects and consequences, but 

just as importantly it held a ‘significant symbolic effect.’  Shanahan asserts that it ‘sent a 

clear signal to all Australian citizens that the necessities of the international market could 

not be denied.’71  The government was open to fundamental economic change, even though 

a float was not canvassed during the election campaign.  Prevailing conditions facing the 

energetic new government compelled a response and at the same time provided it with a 

window of opportunity to adjust policy in a pragmatic fashion.  As the later Deputy 

Governor of the RBA, John Phillips (who was present in Canberra during the meetings to 

decide the float), later commented, ‘we never pretended that the float was a reaction to 

some great matter of principle … It was essentially a pragmatic thing.’72  It was because, as 

Stevens argues: ‘we had tried just about all the currency arrangements that were known to 

humankind … all [had] proved ultimately unsatisfactory.’73 
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6.2 Analysis of the float of the Australian currency 

The float of the Australian dollar and associated removal of capital controls in 1983 was a 

radical economic reform.  In the remainder of the chapter, I consider Williamson’s clusters 

of variables in explaining such a sharp departure from past practice.  I begin by examining 

the role that economic conditions played in this reform. 

Economic Conditions 

The role of an economic crisis and its causative effects on policy change is the preeminent 

hypothesis in the reform literature.74  The literature is clear: crisis is a relative concept and 

what denotes a crisis, varies across time and location.75  This section assesses the relevance 

of crisis in the conception, implementation and durability of the float of the Australian 

dollar.  It finds qualified support for the argument that the float was the result of crisis.  

Following the election of the government there had been ongoing difficulties controlling 

the value of the Australian dollar, as international investors speculated with the currency.  

Australia was emerging from recession in 1983.  The economy was fragile and continued 

volatility risked prosperity and the living standards of Australians.  A further crisis had yet 

to properly develop, meaning the reform was effectively a proactive step to prevent further 

instability in the Australian economy. 

Before the election, Hawke began constructing a general narrative about the economic and 

social crises facing Australians.  As discussed, Hawke announced that if elected he 

intended to immediately convene the NESC.76  During his election speech, he argued that 

the Summit would ‘create a climate for common understanding of the scale and scope of 

Australia’s present crisis’, so each segment of Australian society could appreciate how they 

could assist to wrest the country from its ‘economic mess.’77  Hawke used the word ‘crisis’ 

on ten occasions during his election speech, revealing part of the developing ALP narrative.  

In the speech Hawke encouraged Australians to work together in the national interest, to 
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create a ‘new path’ towards reconciliation, recovery and reconstruction,78 arguments that 

formed the remainder of the government’s meta-narrative. 

By the time of the float, Australia was just emerging from recession.  The currency ‘crisis’ 

that developed throughout 1983 reached its peak later in the year.  Kelly argues, ‘the 

decision to float and abolish exchange controls was the product of a monetary crisis.’79  In 

reality, the government was taking a proactive step to avoid a possible crisis that had yet to 

properly develop.  Reflecting on the float, Hawke later remarked: 

Whatever happened to our currency, if allowed to float freely it could not be any worse 

than what was happening … the Reserve Bank Governor, Bob Johnston, argued.  Bob is 

a man with a naturally soothing presence.  Here we were facing a crisis and he was 

calming it away with a radical solution.80 

Crisis shocks actors into taking action—action they would not otherwise have taken, if 

‘normal’ conditions persisted.81  While change may occur in response to circumstances, it 

may also occur as a proactive step to avoid crisis, or a perception of crisis manufactured to 

provide the right political circumstances to introduce pre-programmed policies of reform.  

The ex-Chairman of the Productivity Commission, Gary Banks, argues Hawke and Keating 

created a perception of crisis to justify structural reforms in Australia in the 1980s.82  

According to Goldfinch, whether there was a crisis or not was not important as the 

perception alone was useful to engender support for reform by encouraging a belief that 

change was necessary and urgent.83  It is not clear, however, that the government used the 

circumstances of the float to manufacture impressions of an impending crisis.  Rather, it 

                                                                                                                                                 

78 "1983 Federal Election Policy Speech,". 
79 Kelly, The End of Certainty - Power Politics and Business in Australia, 87. 
80 Hawke, The Hawke Memoirs, 244-45.  Garnaut confirms there was a sense of economic crisis within 

the Prime Minister’s office.  Although he argues the feelings existed over a long period of time, so were 

not necessarily confined to the currency issue itself.  See: Garnaut, "Australia," 68. 
81 Williamson and Haggard, "The Political Conditions for Economic Reform," 582.  Rodrik argues the 

crisis hypothesis (whatever that means in the circumstances) ‘runs through the length of the political 

economy literature’, see: Rodrik, "Understanding Economic Policy Reform," 26.  Drazen refers to the 

crisis hypothesis as a ‘conventional wisdom’ and argues it has become a ‘political wisdom’ as well, see: 

Drazen, "Financial Market Crisis, Financial Market Reform: Why Hasn't Reform Followed Crisis," 2. 
82 Banks, "Structural Reform Australian-Style: Lessons for Others?," 15. 
83 Goldfinch, Remaking New Zealand and Australian Economic Policy: Ideas, Institutions and Policy 

Communities, 20, 22. 



Page 212 

 

held genuine concerns about the effects of capital flows.  Nevertheless, the government did 

enjoy a reform mindset, which equipped it to deal with challenges by utilising policy 

pragmatism.  The circumstances of the float certainly provided the government with a 

‘window of opportunity’ to pursue reform.84  Williamson and Haggard’s variable 

emphasised actual crisis, but proactive reform is as important as change in the aftermath of 

recession or other economic crisis. 

In conclusion, the government did not manufacture a perception of crisis.  The reform 

aimed to settle further economic uncertainty, but also became the first step in the program 

of change that followed.  The government enlarged its narrative of necessary reform for 

Australia, based on a deeper pursuit of market-based principles, something Hawke himself 

alluded to in his earlier Boyer Lectures.85 

This case provides another example of a need for a widened definition of external help.  

The floating of the Australian currency was not conceived and implemented within an 

intellectual, economic, or business vacuum.  According to Argy: 

To some extent the liberal reforms of the 1980s were driven by technological change 

and the pressures of globalisation: the rapid advances in telecommunications and the 

increased sophistication of financial markets required a reappraisal of the effectiveness 

of certain methods of intervention, such as exchange and banking controls. … Major 

economic reforms instituted before full effects of globalisation, but went further because 

of it.86 

External influences helped to shape change in the Australian economy.  These influences 

encompassed emerging ideas about the economy that were both technical and intellectual in 

nature.  Unfortunately, research about the effects of a float was of little assistance.  

According to Edwards, the actors involved in the decision to float the currency did not have 

a clear idea of what consequences might occur as a result.  No studies existed that 
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forecasted possible outcomes of floats, resulting in a lack of predictions about possible 

Australian consequences.87  Multiple local variables also exacerbated the problem, 

something pointed out to the government by Treasury Secretary John Stone.88 

In a practical and intellectual sense, reforms to exchange rates and capital controls had the 

purpose of integrating Australia more completely into the world economy.  The world’s 

financial system was becoming more interconnected and so Australian companies were 

already exposed to these influences.  Local reform consistent with what was occurring 

elsewhere needed to encourage Australian companies to become more competitive, as 

globalising forces became more irresistible.89  By the early 1980s the intellectual climate 

was shifting and proponents argued in favour of market mechanisms to set prices.90  

Specifically in relation to the exchange rate, the European Market and Japan had, in the 

early 1970s, floated their currencies following the collapse of Bretton Woods.  At first 

instance it is tempting to suggest policy actors became influenced by trends and events 

occurring offshore. 

Figure 6.1 reproduces a table prepared by Goldfinch.  He surveyed 140 past and then-

current politicians, staffers, bureaucrats, academics, business and union leaders, and 

journalists seeking their views about sources of ideas in Australia concerning economic 

policy-making.91  The results are interesting as they show a mix of influences, with an 

organisation such as the OECD not being the most significant.  This research does not 

reveal, however, how the most influential organisation, the Treasury, was itself affected by 

offshore developments.  The table covers the entire decade from 1983 onwards (and not 

just that year) and it is silent about factors that influenced the named organisations 

themselves.  International pressures for change in a globalising world economy are 
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pervasive and difficult to resist, and it seems unlikely these institutions were not cognisant 

of events and ideas developing elsewhere. 

Figure 6.1 — Institutions nominating as contributing 

ideas to economic policy-making in Australia92 

 

 

 

 

 

 

Hawke and other would-be reformers, however, faced the challenge to overcome decades 

of resistance to reform.93  I have already highlighted the rise of the monetarist model as 

Keynesian principles were making way for the more radical free-market ideas of Friedman.  

Dyster and Meredith affirm the ‘Australian government of Bob Hawke and Paul Keating 

was also heavily influenced by similar reforms being undertaken in Britain by Prime 

Minister Margaret Thatcher and US President Ronald Reagan, elected in 1979 and 1982 

respectively.’94  Australia found it difficult to resist the international trends of the early 

1980s.  The float decision was the first of the series of financial and other economic 

reforms that were to be undertaken by the Hawke government.  Australia might not have 

been entirely helpless in the face of international change, but it embraced direction when 

opportunities became available. 

The decision to float the exchange rate was not a result of the pressures and influences of 

the more traditional concepts of external aid.  Intellectual arguments surrounding the 
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structuring of modern economies convinced Hawke and Keating that the state needed to 

play a smaller role in managing exchange rates, capital controls, and the economy more 

generally.  As I argued earlier, both economic and political imperatives were at work 

influencing the Hawke government to pursue the float of the dollar.  If economic conditions 

drive change and the pursuit of reform, it is political conditions that provide the will and 

impetus to follow the difficult path for change, as they largely did so in this case. 

Political conditions 

The analysis in this case demonstrates mixed evidence in favour of the political conditions 

variables.  The five elements of the political conditions cluster are a political honeymoon; 

solid political base; fragmented and demoralised opposition; social consensus and 

visionary political leader.95 

It is clear from the literature and the work in this dissertation that governments may utilise 

a political honeymoon of approximately a year96 to implement reform through an early 

policy window of opportunity, when governments might normally expect greater freedom 

to exercise power in the aftermath of their election.97  The Hawke government implemented 

this reform only nine months into its first term.  Hawke used the early months after his 

election to prepare the community for the possibility of change, exploiting the latitude 

offered by a political honeymoon.  Take for example the government’s NESC, called only 

one month after the election, aimed at building consensus.  The NESC was not just devoted 

to economic ideas, it also demonstrated to the Australian community the approach Hawke 

would follow in governing the country.  The Summit also served to consolidate the 

potential opposition to reform by providing the catalyst for the formation of the Business 

Council of Australia.  Although various business groups had been moving in that direction, 

the Summit hastened the process.98 
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According to Garnaut, Australia’s deep cyclical recession of the period led to growing 

support for Labor, as the community rejected the divisive practices of Coalition and the 

Fraser government.99  While a political honeymoon usually occurs after an election, a 

particular sense of enthusiasm pervaded the Australian community, as the popular Hawke 

presented a carefully cultivated image of the connected, consultative leader.100  This was in 

direct contrast to the arrogant, patrician demeanour of Whitlam and the aloof, aristocratic 

manner of Fraser.  Hawke and his government enjoyed high levels of popularity in the 

community, reinforced by a long-standing relationship he personally developed with the 

media after making himself accessible as the leader of the ACTU.101  This popularity held 

up as the approval ratings of the government and Hawke as Prime Minister increased in the 

wake of the float.102  At the time of the election in March 1983, the ALP led the Liberal-

National Coalition 52 per cent to 41 in the opinion polls.  By December when the 

government floated the currency those figures were still at 52 per cent to 41 and continued 

to generally rise over the next six months after the float, peaking at 57 per cent to 31 in 

February 1984.  Hawke’s approval rating as Prime Minster over Andrew Peacock as 

Opposition Leader was also telling: at 54.5 to 41 after the March 1983 election; 66 to 41 in 

December 1983; peaking at 74 for Hawke in March and April 1984. 

As previously argued, the electorate may give a new government the benefit of the doubt as 

part of its honeymoon, allowing it to blame its predecessor for any sacrifices and 

difficulties.103  Hawke stridently blamed former Treasurer John Howard and Malcolm 

Fraser for their divisive practices and poor economic management.104  Many of the 

difficulties faced by the Australian economy were long-standing and structural and a long 

list of previous governments were just as culpable for failing to undertake change.  Some 
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members of the Coalition had favoured reform, yet the preference for the status quo 

remained stronger than any appetite for substantial reform. 

A political honeymoon period relies on a solid political base, characterised by a strong 

parliamentary majority for a ruling, reformist government.105  While the government did 

not hold a ‘mandate’ to follow its program of reform106—it had not gone to the electorate 

with the proposal—it is likely the government felt more secure to pursue the float knowing 

it maintained a sound majority.  The government was instead elected on a vague mandate 

of ‘bringing Australia together.’107  When Australians elected the Hawke government, they 

provided it with a large margin over its opposition in the House of Representatives.  Prior 

to the election the Fraser government held a lower house majority over the ALP of 74 seats 

to 51.  The result of the 1983 election somewhat reversed the situation, with the ALP 

dominating the Coalition, 75 seats to 50.108  Even so, floating the dollar was an 

administrative change, not requiring legislative support to implement the reform.109  As 

with tariff reform, however, a large majority may provide a government with the 

confidence to accept greater political risk, even if a reform does not require parliamentary 

approval.  The electoral majority of the size enjoyed by Hawke was conducive to taking 

risks. 

While the government had a parliamentary majority and the administrative tools it required, 

it still needed to deal with internal party and labour movement opposition.  It had 

introduced a reform that was anathema to many traditional Labor policies and values.  The 

successful float of the dollar and the solid base the government enjoyed may have provided 

it with the confidence that subsequent change was possible in both practical and political 
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terms.110  While the government needed to deal with internal divisions, it also exploited 

divisions within the Coalition concerning economic policy and leadership.111 

In addition to a solid political base, scholars hypothesise that reform might experience a 

smoother path, when there is a fragmented and demoralised opposition.112  In the lead-up to 

the 1983 election, Fraser’s indecision about reform and the actions of internal leadership 

aspirants destabilised his government.  Peacock had earlier resigned as a minister over 

differences on industrial relations and the recognition of the Pol Pot regime in 

Kampuchea.113  He accused Fraser of concentrating power in his office and circumventing 

cabinet protocols.  Fraser, he complained, suffered from a ‘mania for getting his own 

way.’114  At the same time, Treasurer Howard marshalled support for his own leadership 

ambitions.  Leadership rivalry raged between Peacock and Howard long after the election 

defeat in 1983, and this disunity and inaction allowed the Hawke government to politically 

marginalise the Coalition regarding this reform and the wider economic reform agenda as it 

developed during the 1980s.115  When Labor announced the float, both Peacock, who was 

by then Opposition Leader, and the National Party opposed the idea.  Howard supported 

reform,116 but he had been unable to get the Fraser government to support change.  Howard 

clashed with the National Party leader, Doug Anthony, over the reform, but Anthony 
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backed down and shortly thereafter left politics.117  At the time of the float, the Coalition 

was also suffering poor opinion polling. 

The Coalition had received advice from Campbell, but only introduced limited 

liberalisation as a result,118 so it was in a weakened position to criticise the Hawke 

government’s change.  Fraser had made tentative steps towards introducing new banks 

financed with foreign capital, but postponed Campbell’s central recommendations.119  He 

blamed the second oil shock of late 1981 for his inability to deliver a path towards 

exchange rate reform, or towards other necessary economic reform.120  Fraser also insisted 

Howard was responsible for delays concerning Campbell as he had been ‘sitting on the 

report’, and not distributing it within the government, including to ministers.121  In any 

case, Fraser failed to properly respond to Campbell’s interim report in August 1980, before 

economic conditions worsened. 

According to Henderson, the Coalition of the period was divided into three groups over the 

issue of economic reform, namely: ‘latter-day reformers’ (e.g. John Howard and Jim 

Carlton); ‘the regulatory rump’ (e.g. National Party leader Ian Sinclair and Ian MacPhee); 

and ‘the does-it-really matter?’ group (led by Andrew Peacock, supported by Senate leader 

Fred Chaney.122  Hence, Labor’s float of the dollar engendered some support within 

Coalition ranks, but with qualifications.  For example, the-then deputy leader of the 

Opposition John Howard called on the government to float the dollar and offered his 

support if the government did so.123  Immediately after the float, he mocked the 

government arguing that Hawke had ‘warmly embraced’ the Coalition’s policies.124  
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Disunity and inaction allowed Labor to seize ‘supposedly Liberal terrain’ a point on which 

Keating taunted them for a decade.125  Even Hawke drove divisions within the Coalition, 

painting them as economically incompetent for leaving behind such a large deficit.126 

Reform is likely to be more easily implemented and experience greater durability when a 

government develops a social consensus.127  This allows a government to normalise a 

policy program, breaking links with the past and the old status quo.  Even though the float 

was not discussed at the 1983 election, the government was able to earn the trust of the 

electorate as it had begun an earlier process of consensus-building, in order to create an 

atmosphere of unity aimed at necessary change.  This began with the Accord negotiated 

with trade unions before the election.128  As already discussed, the government convened 

the NESC before the float, which, according to Jones, ‘was essentially a stroking exercise’ 

to involve vested interests in a more open process of innovative change.129  However, it 

also became a ‘springboard for economic reform and as a framework for consensus 

politics.’130  Hawke sought to build a social consensus utilising the negotiating skills he 

developed from his long experience at the ACTU,131 and driven by his concerns about 

social division created by the Fraser government,132 a point he reinforced several times in 

his 1983 election speech.133  He argued ‘everything we do as a Government will have the 

one great goal – to reunite this great community of ours, to bring out the best we are truly 

capable of, together, as a nation, and bring Australia together … .’134 

While Hawke had based his appeal on consensus, this did not necessarily extend to the 

decision to float the currency.  The government built this consensus subsequent to the 
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reform (ex post social consensus).135  The government faced the challenge of building 

consensus on this particular issue, both within the ALP and in the wider community.  

Labor’s embrace of liberalisation and market principles was something quite new, even if 

the Whitlam government had earlier attempted reform in this direction.136  Hawke had not 

formally discussed financial reforms within party ranks and there was little consensus for 

change of this nature.  On the night before the decision to float the dollar took place, 

Keating met with other ministers, Hayden, Dawkins and Willis as their support would be 

important once the government announced the float, both inside the ALP and in the wider 

community.  He received their support and meetings with officials went on through the 

night.  Hawke had the decision approved by Cabinet’s economic committee (which 

included Hayden, Dawkins, Willis, Button and Kerin) before Keating held his press 

conference announcing the change.  Once announced, the left faction of the ALP mounted 

some resistance, with its leader Brian Howe warning that the decision was against the Party 

Platform and would expose the country to international market forces (leading to a loss of 

policy autonomy), and also damage Australian manufacturing.137  Opposition extended to 

the chairman of the caucus industry committee, Dr Theophanous,138 and some unions, even 

if the president of the ACTU argued the government had little choice and made the best 

decision in the circumstances.139  Yet, by the 1984 ALP National Conference, an alliance 

brokered by Hawke between Right and Centre-Left factions gave support for his policies on 

further banking and economic policy, uranium mining, East Timor and joint defence 

policies.  These were all changes effectively shifting the party away from long-held policy 

commitments.140 

Public attitudes towards reform at the beginning of the Hawke reform period were at best 

unfriendly.  There was little support for privatisation of public utilities, reduced protection, 

                                                                                                                                                 

135 Williamson and Haggard, "The Political Conditions for Economic Reform," 575.  I discuss this 

variable in more detail in: chapter 3 ‘Social consensus’.  Policies reached by consensus may carry a 

greater chance of durability. 
136 A good example is the tariff cut examined in chapter 4. 
137 Edwards, Keating: The Inside Story, 230. 
138 The Canberra Times, "Decision to Float Criticised," The Canberra Times, 12 December 1983.  He 

thought the government’s behaviour was ‘rather bizarre’, not consulting him before introducing the 

reform.  See: "Nothing to Fear From Float, Walsh Tells Parliament,". 
139 Jane Button, "Union Calls for Campaign Against Float," The Canberra Times, 13 December 1983. 
140 Bramston, "The Hawke Leadership Model," 65. 



Page 222 

 

industrial relations changes and deregulation (of banks for example).141  Hawke managed 

the practical realities of a community often sceptical of change, declaring he was mindful 

of both economic practicalities and conservatism within the electorate.  He reassured 

people that he intended gradual, rather than rapid change,142 a form of ‘incremental 

radicalism’.143  The government used summits, advisers, lobby groups, consultants, and his 

Economic Planning Advisory Council, to assist it to develop policy and to build a wider 

consensus for change.144 

According to Conley, the Hawke government led the reform process (beginning with the 

float), supporting it with a rhetoric of globalisation that implied constraints on its freedom 

of choice.145  In effect, the government used ‘globalisation’ (as it was later described) as a 

persuasive and coercive justification for reform.146  Constructions of globalisation shaped 

the thinking and policy stances of economic and political actors.147  Goldfinch asserts that 

the effects of globalisation are exaggerated.148  Hawke contends that events elsewhere 

informed his thinking.  In his memoirs, he argues that: 

It was untenable to promote the cause of free trade abroad and yet be deaf to it at home.  

From the outset my Government committed itself to lowering tariffs and other barriers 

to free trade.  It was equally ridiculous to talk of modernisation, globalisation and 

openness when Australia lay closed at its borders, the arteries of its financial life 

suffering from a sclerosis of regulation and bureaucratic red tape.  The world was 

kicking at Australia's door; to stand there with our hands pressed against it was folly.149 
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Even though the float was not a consensual decision, it helped the government to shape a 

new consensus for Australians that they could not ignore the pressures of the world 

economy.  The government actively constructed this consensus by building coalitions and 

co-opting key interest groups to the government’s reform agenda.150 

To alter internal party and community attitudes more favourably towards reform requires 

competent leadership skills.  As already explained, a politician reflecting visionary political 

leadership displays qualities of strength; commitment; a willingness to take risks; and an 

agenda based on a vision.151  Hawke’s leadership was important in conceiving and 

implementing the reform, and promoting its durability.  He used words and actions to 

inspire followers, demonstrating the necessary mix of transformational and transactional 

styles of leadership.152  Hawke portrayed himself as possessing heroic leadership traits,153 

someone with a passionate desire to lead Australia.  He notes that once he became Prime 

Minister, ‘it seemed a moment of destiny, as if the whole of my life had been lived in 

anticipation of, and preparation for that day.’154  His approach to leadership and reform 

encompasses what Hartwich calls ‘incremental radicalism’, with its four values of patience, 

preparation, pragmatism and principle.155 

Hawke showed strength in leadership, by maintaining a policy position, while managing 

the government’s own constituencies.156  Weller asserts that Hawke acted ‘as a chairman, 

publicist, troubleshooter and, at times, guardian of the central strategy of government (i.e. 
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the Accord).’157  As Prime Minister, Hawke was a good manager of ideas, pragmatic, and 

able to shape foreign and economic policy,158 all skills that became essential in managing 

labour movement dissent.  Hawke realised how traumatic these decisions were for the 

Cabinet, Caucus and the party, but he wished ‘to slay some of Labor’s sacred cows.’159  In 

achieving this outcome, Hawke showed he could manage the ALP factions, communicating 

with them and ensuring they benefitted from decisions.160 

Hawke demonstrated his commitment by offering cooperation and forging alliances,161 and 

remaining dedicated to the concept of ERM reform.  Although as an organisation the RBA 

was ambivalent to the idea of the reform, its Governor Bob Johnston could see the merits of 

the proposal and had worked up solutions and possible scenarios in the event of a full float.  

The Treasury was much less supportive.  The government allowed the floating of the 

forward rate as a compromise, knowing that at some stage it would lead to a full float of the 

currency.  Hawke held a strong commitment to the idea and worked by increments to 

address concerns.  Hawke explained in his memoirs how deregulating exchange controls 

‘was not one of your everyday moves’ that that he needed time to develop the policy, as he 

was ‘keen to avoid frightening the horses, … wait[ing] until theory and circumstances 

converged.’162  Hawke and the government worked assiduously in the aftermath of the 

decision to quell concerns within the ALP and union movement, eventually earning the 

support of the President of the ACTU. 

The government put the national interest ahead of short-term political risk,163 which was a 

suspension of many governments’ normal tendency towards political myopia.164  Hawke 

managed his own leadership risk by cleverly using the government’s and his own political 
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honeymoon to advantage.  Although many Australians might not have given much thought 

to controlling the currency on a daily basis, they cared about their economic situation.  The 

majority of Hawke’s political risk lay in potential negative economic outcomes resulting 

from the float (that, in turn, might convert to political unpopularity), rather than from direct 

political opposition.165  Despite some currency volatility in the year that followed, in time 

observers assessed the decision as a positive economic reform that benefited Australians.166  

In 1986, the government used a currency crisis to enhance the reform agenda. 

Hawke’s vision was apparent in his priorities,167 even though he did not have ‘a blueprint or 

timetable for reform’.168  He argues in his memoirs published in 1994, that he realised early 

on that the Australian economy was too protected and required a government prepared to 

lower tariffs and remove other barriers preventing freer trade.169  Hawke ‘set a new 

conceptual framework’, accepting that the driving change in the world is private enterprise 

and that harnessing capital and labour together was in everyone’s best interests.170  Even 

though Hawke declared himself a socialist in 1970, by the time of his Boyer Lectures of 

1979 his views had adjusted towards market principles.171  Yet, this does not mean he 

considered the state redundant, as in these Lectures he argued this change should occur 

with state sponsoring social cohesion and tolerance, and embracing outsider groups in 

policy processes.172    In doing so, Hawke abandoned the traditional Labor ideal of 

socialism, revealing a political philosophy closer to that of the voters who elected him.173  

As discussed, the government pursued these values while opening the Australian economy 

to competition, carefully and incrementally through consensus public policy.174  Bramston 
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describes Hawke’s vision as, ‘a policy cause (economic crisis and social division) and a 

framework to achieve these goals (consensus).’175  This economic vision developed from 

the acceptance of the need to float the currency, and the steps taken to enforce the change 

and support it.  This process laid the groundwork to continue the reform process with 

reduced internal political opposition.176 

In sum, the circumstances of the currency float support the variables constituting the 

political conditions cluster of the conceptual framework.  The Hawke government governed 

with the freedom a political honeymoon provides,177 making the decision within its first 

year.178  The honeymoon is likely to have increased the government’s confidence to 

implement the exchange rate policy, to maintain it and merge it with further reforms.  In the 

same way, a solid political base provided a foundation for further confidence to approach 

additional reform.  However, the government did not require the practical aspects of the 

variable, as the decision was administrative in nature, not requiring legislation to 

implement it.  The Coalition parties showed signs of being a fragmented and demoralised 

opposition, and this assisted the government to promote change.  The Opposition was 

inconsistent in its support for reform, and the Liberal Party suffered from internal 

leadership disputes, which allowed the government greater control over its narratives.  The 

government presented as both ‘coherent and determined’,179 arguing its policy-specific 

narrative of the float to prevent a ‘currency crisis’.  The Labor Party worked to develop a 

social consensus for change, even before it attained government, by utilising a narrative 

arguing that past policy programs were no longer adequate to deal with the social and 

economic challenges facing Australians.  The government was not restrained early in its 

term by the lack of a social consensus to introduce the float, but was instead prepared to 

build a consensus ex-post,180 consistent with the government’s meta-narrative of general 

cooperation and consensus across Australian society.  In this case Hawke displayed the four 

aspects of visionary political leadership discussed above, as well as a combination of 
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transformational/transactional traits.  In earlier speeches, he expounded his vision that the 

country required a new direction, based on unity, consensus and compromise at all levels of 

society; he accepted risk to pursue the reform in the first place; and displayed strength and 

commitment to manage both internal Party concerns as well as wider insecurities about 

change.  Just as importantly, Hawke utilised these skills to promote market reform 

principles (inherent in the decision to float the currency) and to ‘to slay some of Labor’s 

sacred cows’,181 traditionally bound to high levels of state control and a pursuit of 

socialism.  If political conditions drive the implementation of reform, the ideas behind them 

provide the inspiration for change.  The chapter now turns to the role of ideas. 

Role of ideas 

New ideas are important because they potentially inspire a leader, shape a reform program 

and provide the vigour for a leader to prosecute the case for change.  In this case (as it was 

for Whitlam in the previous chapter), Hawke was clearly inspired by ideas that underpinned 

paradigmatic change.  This section examines these ideas and the paradigm that shaped 

Hawke’s thinking, in relation to two aspects, or elements.182  These are the nature of the 

policy paradigm and its valence.  These elements influence the durability and acceptance of 

a reform, and have the potential to create new institutional and cultural norms.  I examine 

the float, again using Daigneault’s ‘framework of ideas and standards’, arranged within his 

four fundamental dimensions of a paradigm: the role of the state, conception of the 

problem, policy ends and objectives, and policy means.183 

Assumptions about the appropriate role of the state are the first of Daigneault’s defining 

characteristics of a paradigm.  As already discussed, European Australia was born with a 

sense of vulnerability.  Its history meant it wished to remain closely aligned with what it 

saw as the important economic power of the day.  As a consequence, Australia pegged its 
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currency to sterling and later to the greenback.  Governments also felt the need to retain 

control of the value of the currency using these alignments and periodically intervening to 

revalue the Australian currency against the pound and the US dollar.  The float indicated an 

acceptance of the monetarist model that emerged elsewhere (particularly in the United 

Kingdom under Thatcher and the United States under Reagan).  Advice supplied to the 

government by the RBA and others argued that Australian public institutions were 

incapable of managing the exchange rate mechanism in a rapidly changing world economy. 

Hawke accepted the advice.  He was losing confidence in an overwhelming interventionist 

role for the state, and believed the country’s economy needed to be more flexible to meet 

the needs of the international market.184  He accepted the expert argument, ‘that the basic 

economic driving force in the world today is private enterprise, the way in which people 

harness capital and labour through the incentive of growing richer and building their 

enterprises.’185  For him, Australia’s ERM became a de-facto statement about how he 

viewed the state’s role in economic management. 

The float also revealed the government had a conception of the problem, the second of 

Daigneault’s dimensions.  Historically, despite some modifications in the nature of 

Australian trade, the country relied heavily on the export of commodities.  By nature the 

price of commodities is volatile and dependent on the strength or weakness in the world 

economy.186  These price cycles meant Australia’s terms of trade were volatile187 and 

subject to trade shocks, a situation exacerbated by the fixed exchange rate approach.188  

This volatility had the flow-on effect of fuelling inflation and encouraging speculative 

private capital inflows that did not enhance productivity in the economy.  The traditional 

approach saw volatility as a problem and the strategy of governments was to 

administratively revalue the currency against its pegged counterpart, and attempt to control 

the volumes of capital investment to supress levels of volatility.  For example, the Whitlam 
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government devalued the Australian dollar by 12 per cent against the US dollar.189  The 

Hawke government also initially adopted this approach, when only three days after it won 

the election, it devalued the currency by 10 per cent to try and stem capital outflows based 

on markets fears about the new administration.190  Despite being a decade apart, these two 

examples highlight the inadequacies of the bureaucratic approach to currency management. 

The float provided a new conception of Australia’s economic problems, with worries about 

the volatility of global markets replaced by concerns about Australia’s inability to adapt. 

Daigneault’s third dimension is policy ends and objectives.  Past Australian governments 

sought to maintain traditional links with the United Kingdom and United States in order to 

shield the economy from movements in the global economy.  Increasing world economic 

integration made this policy objective increasingly unrealistic.  The developing problems of 

capital inflows, currency speculation, trade shocks and rising inflation were systematic 

issues that exacerbated the complications for governments.  As already demonstrated, once 

elected the Labor government displayed a culture of pragmatism.  Even though the ALP 

earlier failed to support the recommendations of the Campbell Inquiry, its later actions 

show it revised its policy ends and objectives and increasingly saw Australia’s future more 

closely integrated within the global economy. 

The fourth of Daigneault’s dimensions concerns the appropriate policy ‘means’ to achieve 

the objectives.  As discussed above, before the float, governments utilised a highly 

interventionist means to support the exchange rate, in an attempt to shield the domestic 

economy from global volatility.  The Hawke government’s desire to move towards a more 

open economy was not compatible with a pegged exchange rate.  Nor was the pegged 

currency compatible with the monetarist model of the economy and its obsession with 

inflation.191  Added to this was the growing intellectual and technocratic consensus that 

market liberalisation and competition policies could create greater efficiencies and higher 

economic growth.  One likely reason for the durability of the policy is that it enjoyed 

valence. 
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Valence has a dynamic character displayed in four important factors that potentially affect 

the prospects for successful implementation of reform.192  As with all reform, the Hawke 

government faced a time expiration factor for ideas.  Ideas possess a limited shelf life; if 

not acted upon quickly the prospects for successful implementation or durability soon fade.  

While the float was not ‘fresh’ – Campbell and others had discussed it for years –arguably 

its time had come because the older paradigm seemed no longer fit for purpose. 

Timeliness of an idea is also important as windows for change create opportunities that 

both open and close.193  A possible currency crisis created the window of opportunity for 

the policy entrepreneurs to promote change.194  Economic advisers such as Ross Garnaut 

and Ed Visbord enthusiastically encouraged Hawke to proceed with the reform.195  The 

impending inflow of capital from offshore threatened to distort the Australian economy at a 

time when it was beginning to recover from recession. 

The third element, higher levels of abstraction, can increase the intensity of a reform’s 

attraction and acceptance.  The float was an abstract, arcane reform, unlikely to have been 

of great interest to most Australians.  According to Garnaut, this was one of the reasons 

financial sector reforms occurred in Australia.196  When Keating announced the float of the 

dollar at a press conference on the afternoon of the 9th of December, his explanation was 

general and abstract.  He told the assembled press (in part): 
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The government has now decided to take these changes significantly further by allowing 

the spot market, as well as the forward market, to float. … In future exchange rates will 

be determined by the market.  These reforms of the exchange rate management system 

will also assist the conduct of the government’s monetary policy. … The new exchange 

rate system should mean that external transactions are no longer a major aberrant factor 

in determining monetary growth.197 

These valence factors require that policy entrepreneurs perform a pivotal role in defining 

ideas and making them legitimate for others.  Experts, such as Garnaut and Visbord, were 

crucial in this case.  They worked diligently to promote change, something discussed in 

more detail below.  Hawke and Keating were both engaged by the idea, and worked within 

the institutions, the Cabinet and the caucus to ensure the reform occurred.198 

In summary, Daigneault contends governments need a stimulus to motivate change.199  In 

this case these included: the failure of the historical approach, the potential for crisis, and 

the context of new ideas accepted by Hawke and promulgated by a series of key economic 

advisers.  Existing paradigms must be overcome before change can occur (the exchange 

rate mechanism); and political actors are the motors for reform.200  The review conducted 

here shows the fixed ERM was part of an overall policy paradigm of financial restriction.201  

Although it was not always responsive to the economic needs of the country, there was 

relative internal coherence in the country’s tenacious control of its ERM.  As a paradigm, 

therefore, it was possible to modify it, or even shift it to an alternative version.  There were 

changes across all four aspects of Daigneault’s paradigm assessment framework, 

modifications that were ‘significant’ enough across the four dimensions of the paradigm to 

constitute the float as a ‘paradigm shift’ (‘third order change’).202  The currency float was 
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the beginning of the most substantial paradigm shift since the embrace of Keynesian 

interventionism forty years earlier.  The reform demonstrated ideas about economic 

management that substantially shifted from traditional Keynesian to pro-market 

alternatives; ideas that Hawke admitted in his memoirs were significant in inspiring him to 

pursue reform.203   The government encouraged valence ex post by ensuring support for the 

float (even though it is likely much of the population did not care about the decision).  The 

case shows ideas that inspire the leader and government can provide a framework to shift 

paradigms.  Although the float of the dollar seemed to be a significant decision, it was in 

fact the first incremental change of a comprehensive reform program that transformed the 

Australian political economy.  The quality of the economic team built by the Hawke 

government was vital. 

Economic Team 

The internal organisation ‘of the economic policymaking apparatus’ within a government 

makes a significant contribution to the reform process.204  The position of the economic 

team cluster encompasses the variables of a coherent economic team and the presence of a 

technopol.205 

Although there were differing views about the wisdom of retaining a fixed rate system 

existed, the government’s economic team was consistent in their ideas and advice 

supporting economic liberal change.  Hawke and Keating were open to receiving advice 

from committees, organisations and individual experts about economic reform.  The two 

men accepted the possible merits of floating the dollar and freeing Australia from the 

constraints of pre-existing financial regulation.206  Within the offices of the Prime Minister 

and the Treasurer, support for the float was unanimous.207  Nevertheless, Hawke and 
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Keating remain in dispute about who commissioned the new Inquiry,208 and who was really 

responsible for the float.209  Nevertheless, what is clear is that by mid-to late 1983 both men 

had resolved to pursue a market-based mechanism.210  Hawke allowed those around him to 

properly undertake their roles.  Advisers provided guidance about a possible float of the 

currency and the Treasurer competently and vigorously argued in support of the reform and 

the government’s narrative of change.211 

Economic advisers such as Ross Garnaut and Ed Visbord focused Hawke’s views and 

enthusiastically encouraged him to proceed with the reform.212  Visbord later commented 

that Hawke never accepted his advice ‘on a single economic issue unless it coincided with 

that of Ross Garnaut.’213  Over the years Garnaut held various academic roles and was the 

author of books, monographs and articles in journals about international economics, public 

finance and economic development.  In the future he would become a Vice‐ Chancellor’s 

Fellow and a Professorial Fellow in Economics at the University of Melbourne as well as a 

Distinguished Professor of the Australian National University.  Hawke acknowledges the 

role played by Garnaut throughout the process of reforming the exchange rate mechanism.  

He argues he was ‘pestered’ by Garnaut about the pegged rate, and that Garnaut had ‘little 

trouble convincing me of the grounds for both the float and the lifting of exchange 

controls.’214  Commissioning the Martin Inquiry was an early signal that the government 
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wished to deregulate the financial system.215  It is difficult for would-be reformers to carry 

change of this nature alone.216  Wider support is beneficial within the government and 

organisations such as the RBA and Treasury. 

The RBA did not hold an official position regarding the float.  However, its Governor Bob 

Johnston admits ‘it was a situation where a bold solution was required.’217  The Bank 

prepared a ‘war book’ to provide advice if and when a government wished to implement a 

float, although the advice was not comprehensive.218  Treasury, however, was more 

reluctant to support change.  There can be a tendency at the institutional level for those 

administering decades-old policies to prefer the status quo, influenced by the conservative 

nature of the institutions and the intergenerational nature of staffing.  Treasury exhibited 

this recalcitrance when it tenaciously resisted reform to abolish exchange controls.219 

The Treasury Secretary of the period, John Stone, was not a supporter of the reform and 

both Hawke and Keating argue he strongly opposed the float.  Hawke contends Stone and 

some Treasury officials saw the idea of a float as ‘heresy’.220  Stone opposed change on 

‘economic and national interest grounds’.221  He argued it was difficult to compare 

countries when so many different variables were in play, resulting in no existing high 

quality studies predicting possible consequences.222  Stone warned of dire consequences,223 

and argued the dollar would become a speculators’ toy, that Australia was too small to cope 

with a floating dollar, and the fixed rate was a ‘weapon of policy’ that the country should 

not offer up to the free market.224  Sustaining a fixed exchange rate, he argued, also assisted 

the regulation of capital inflows and capital markets, allowing for control of the domestic 
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financial system.225  Following the decision, he remained obstinate and scolded Hawke 

stating, ‘Prime Minister, you’ll regret this; you’ll come to see this as a terrible decision.  It 

will rank in history with Prime Minister Whitlam’s decision to slash tariffs by 25 per cent 

across the board.’226  Stone’s fears were not realised, although the currency remained 

volatile for over a decade before it settled and reflected economic fundamentals of the 

country.227  Even Stone admitted the following year that the float had been the right 

decision.228  In 2012 Stone launched a spirited defence of his actions surrounding the float.  

He maintains he was not necessarily opposed to the idea, but was simply performing his 

role as the head of the Treasury, warning the government of possible negative implications 

of the reform.  Stone is colourful and unflattering in his assessment of Hawke and 

Keating’s own recollections concerning him and the reform.229  The government was 

unsuccessful in allaying Stone’s concerns when it made the technical change of floating the 

forward rate, instead of proceeding to a full float.  This again, according to Garnaut (who 

had suggested the compromise), provided a more gradual introduction aimed at minimising 

later surprise if government policy moved in that direction.230 

Not all Treasury officials held the same views as Stone.  For example, a senior official Ted 

Evans split with Stone telling Keating, ‘Treasurer, I don’t agree with that.  I think we 

should float.’231  Despite Stone’s obstinate opposition to the float and the RBA’s 

ambivalence, there was enough advice available inside the offices of the Prime Minister, 

the Treasurer and the RBA to provide a coherent and consistent view about a currency 

float.  The aims of the policy were clear and the government had sufficient access to 

institutional support in the process to determine the decision and to carry it to 

implementation. 
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The presence of a technopol was a factor favoured by Williamson.  However, he defined 

the role narrowly, thereby excluding many leaders with expertise in economics, who do not 

hold formal qualifications in the discipline.  According to Williamson’s definition, Hawke 

was not a technopol, even though he possessed specialist knowledge that assisted him in 

economic matters.  Hawke was highly skilled and educated, factors often overlooked by 

Australians who have enjoyed his projected image of the ‘ordinary man in the street’.   

Educated at the University of Western Australia Hawke completed a double degree in 

arts/law.  Towards the later stages of his study in Western Australia, Hawke worked as a 

tutor in the Department of Economics.232  Winning a Rhodes Scholarship, he attended 

Oxford University to study philosophy, politics and economics, but instead completing a 

bachelor of letters, including a thesis about Australia’s wage-fixing system.233  After 

returning to Australia he began a doctoral course on arbitration law at ANU, but abandoned 

that for a position at the Australian Council of Trade Unions.234  Of particular note, Hawke 

was a member of the Reserve Bank Board for years and ‘heard the arguments [concerning a 

float] on numerous occasions.’235  His initial education about economics at Oxford, his 

tutoring experience, coupled with qualifications in law and further studies about wage 

fixing, and his long work-history in advocacy and management at the ACTU provided him 

with relevant specialist skills and knowledge. 

Hawke possessed the knowledge and skills to carry economic arguments to Australians.  

He did not represent himself as possessing specialist economic knowledge, which might 

have provided enhanced credibility to reform arguments (or condemned him as elite) but it 

is likely that his specialist knowledge informed and influenced his thinking and actions.  It 

may well be the case that Hawke wished to exploit what he saw as his special relationship 

with the electorate, as a trusted, consensus-based communicator, rather than an ‘expert’ in 

economics.  That role he allowed Keating to adopt.  In time Keating presented himself to 

the electorate as an economically savvy politician, a pseudo-technopol, with Hawke as the 
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manager, leader and chairman.236  This case raises the question of whether Williamson 

defined ‘technopol’ too narrowly.  Leaders with specialist knowledge who have not been 

working economists still play an important role in processes of economic reform. 

It is not unusual to find politicians in government who possess qualifications in economics, 

it is perhaps less common to find them in positions that allow them to explicitly utilise that 

knowledge.  The first Hawke government ministry was not an exception to this observation.  

Within the Cabinet, Bill Hayden237 (Minister for Foreign Affairs), John Dawkins238 

(Minister for Finance and Minister assisting the Prime Minister for Public Service Matters), 

and John Kerin239 (Minister for Primary Industry) all held formal economics education at a 

tertiary level.  Even within the outer ministry Neal Blewett240 (Minister for Health) and 

Chris Hurford241 (Minister for Housing and Construction) had also studied economics.  

Apart from Dawkins, none of these ministers held positions within the government in roles 

such as finance or treasury that would have allowed them to directly advise the prime 

minister, or to use such a role to build the government’s narrative within the wider 

community about the float.  The most obvious ‘technopol’ would have been Bill Hayden, 

who held an economics degree and was for some months the Treasurer in the latter stages 

of the Whitlam government.  Other factors intervene in such cases such as the personal 

interests and aspirations of the politician, the needs of the government, the power of 

factions that influenced the roles within Cabinet, and the background of the minister.  

Hayden had been a Treasurer in the Whitlam government, and Hawke may have wished to 
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distance himself and his government from some of the misadventures of the earlier 

administration, even if those problems were not Hayden’s responsibility.  Hayden was also 

Hawke’s predecessor as ALP leader and he preferred the challenge of a fresh role within 

the new government, separate from leadership and economics.242 

The Hawke government had a specialist, coherent team that advised on the float and 

counteracted the intransigence of the Treasury and the guarded support of the RBA and its 

‘war book’ of advice.  In this case the evidence supports Williamson and Haggard’s 

variable of a coherent economic team.  The presence of a technopol variable, as defined by 

Williamson, is not satisfied unless researchers accept a broader definition of the concept.  

Politicians who hold traits of VPL and knowledge of economics (such as Hawke) provide a 

powerful combination of skills and expertise.  Others such as Keating, although not so 

formally educated, present as competent and confident in their portfolio.  In this case, this 

distinction allowed Hawke and Keating to utilise their strengths to develop a narrative to 

support this reform.  The final cluster of variables in this case study focuses on the reform 

program and it is to this we now turn. 

Reform Program 

Some governments may proceed on the basis of a ‘program’ taken to an election; others 

respond pragmatically to conditions; and yet others conduct reform based on pre-existing 

ideas not revealed to the community until after an election.  This means assessing whether a 

government approaches economic reform with a comprehensive program in mind is often 

difficult to determine.  The reform program cluster encompasses the variables of a 

comprehensive program; the use of voodoo politics; the use of the media; compensation for 

changes resulting from actions of reform; and how the policy-makers accelerate gains to 

winners.243 

When examined in hindsight, the volume of reform that occurred over the decade following 

the floating of the exchange rate can convey the impression that a comprehensive program 
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existed in 1983.  However, this was not the case.  Little argues others criticised Hawke for 

lacking a defined program.244  Martin, however, argues the ALP used its period in 

opposition to rebuild itself, with new policies and members and insists that once elected, 

neither Hawke nor Keating wanted to squander possibilities for reform, desiring instead to 

pursue policies that were relevant and politically acceptable in a globalising world.245  The 

government outlined some wider principles of reform in the Accord and made general 

assertions concerning economic reform in the 1983 election speech.  Hawke’s election 

policy speech is a vital document in understanding the reform stance taken by his 

government.  At one point during his policy speech in the section entitled ‘the private 

sector’, Hawke reinforces that his government will maintain long-term plans for textile, 

clothing and footwear industries and for motor vehicles (including support).246  These are 

areas of the economy heavily affected by the later changes to reductions in tariff protection 

and exposure to the world economy by actions such as floating the dollar.  While hinting at 

radical change, the strategy permitted Hawke to distance himself from potentially 

unpopular decisions, while providing the space for external groups to articulate the various 

reform ideas thereby providing Hawke with opportunity to build coalitions of support.247 

In a newspaper interview conducted in 2003, Hawke implied his government was in control 

of an intentional, measured, planned program of change.248  While the evidence does not 

necessarily support Hawke’s view, he and members of his government must have been 

aware that the float would generate the need for further reform.  Banking economists at the 

time certainly expected ‘wide-ranging changes’ to result from the float of the currency.249  

The government applied an incremental approach, waiting for policy windows of 

opportunity to arise, responding pragmatically to challenges that initially arose, but then 

taking the opportunity to pursue consequent and necessary reform to open the Australian 

economy more fully to the world. 
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The part voodoo politics plays in reform is also difficult to determine.  Sometimes 

governments hide their true intentions in advance of an election in order to improve their 

polling prospects.  Sometimes they also justify reform by blaming their predecessors for 

any difficulties the face after the election. 

Any support Hawke held for free market principles was more implicit than explicit during 

his earlier career at the ACTU, consistent with his position within the trade union 

movement.  He did not convey devoted support for market principles in his 1983 election 

speech.  Instead he emphasised that government, business and the community needed to 

work more closely together.250  Despite these observations, Hawke carried an open mind to 

the NESC and as the currency challenges of late 1983 emerged, he took advantage of this 

window to begin a program of reform.251  This represented something of a turnaround.  

According to Garnaut, however, the ALP’s consistent attacks on the recommendations of 

the Campbell Inquiry were motivated more by a desire to appeal to popular sentiment and 

the Party’s trade union base, than ideology.252 

According to Kitney, ‘the experience and memories of the Whitlam Government 

profoundly affected Hawke’s thinking about how he would govern.’253  Hawke thought 

Whitlam had ‘sold out’ ordinary Australians by excluding trade unions from his processes, 

implementing policies that damaged ordinary working people, and wasting power by 

mismanaging the economy.254  No matter the successes or failures of the Whitlam 

government, the lesson for subsequent Labor governments was that the electorate should 

not feel there was to be swift, substantial and unbridled reform.  After all, Whitlam had also 

imposed the unheralded 25 per cent across-the-board tariff cut.  Hawke was ‘deliberate in 

his strategy of digging in to make haste slowly’ attempting to avoid the paced, reform 

exuberance of Whitlam that became electorally unpalatable for many in the community.255  
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At the same time, the Labor Party had itself become less ideological, less idealistic and 

more pragmatic under its previous leader Bill Hayden, something that benefitted the 

incoming Hawke government.256  Before coming to government, Hawke began to build a 

general narrative that the Fraser government lacked the will to make change, was divisive, 

and was a poor economic manager.257 

Hawke later admitted in his memoirs that being able to direct responsibility for the poor 

economic state of the country on to his predecessors was something he exploited to its 

maximum potential.  He described as political gold the discovery that the budget deficit 

was greater than the outgoing Fraser government had indicated, something that, ‘became a 

stick with which we were justifiably able to beat the Liberal-National Party Opposition for 

several years.’258  In a more policy-specific example of this aspect of voodoo politics, the 

Minister for Resources and Energy, Senator Walsh, told parliament that the developing 

currency crisis was the fault of the Leader of the Opposition, Andrew Peacock.  He labelled 

Peacock ‘irresponsible’ for making statements in February and March 1983 that resulted in 

a ‘raid’ on the dollar, ‘stealing from the citizens of Australia several hundred million 

dollars.’259 

Hawke argued for new approaches, emphasising that spending was no longer going to lead 

the country out of recession and towards further prosperity, but his rhetoric on detail was 

vague.260  Even though the government levelled blame on the Fraser government for a 

general morass in the economy, before its election, it did not explain in specific terms 

where that may lead the reform path.  Yet, perhaps ex-Labor cabinet minister Ralph Willis 

expresses it correctly and succinctly when he argues the government’s pursuit of change 

was a, ‘totally unplanned pursuit of deregulation and micro-economic reform.’261  As time 
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developed in government the challenges provided by the Australian economy afforded it 

with an opportunity to free it ‘from the dead hand of the past.’262 

Williamson and Haggard argue that a reformist government might need to overcome 

resistance to its agenda (including by institutions), by use of the media to engender popular 

support for a reform agenda.  This is in order ‘to mould, manipulate, educate and mobilise 

public opinion in favour of reform’.263  In this case the Hawke government generally 

enjoyed praise from the media for its decision to float the dollar and remove capital 

controls. 

At 5pm on the day the government made the decision to float the currency, Keating told 

assembled media at a press conference that the government was in control, arguing: 

The government has now decided to take these changes significantly further by allowing 

the spot market, as well as the forward market, to float. … In future exchange rates will 

be determined by the market.  These reforms of the exchange rate management system 

will also assist the conduct of the government’s monetary policy. … The new exchange 

rate system should mean that external transactions are no longer a major aberrant factor 

in determining monetary growth.264 

Newspapers around the country were almost entirely supportive of the new ERM.  For 

example, The Sydney Morning Herald described the decisions as ‘Labor’s historic shift’.  

The Australian Financial Review backed the change declaring Australia had become ‘a 

brave new world’.265  Hawke had already developed a strong relationship with the press, 

fashioned when he was the ‘ever-available’ ACTU leader.266  According to Buckley, 

Hawke was accessible to the media day or night, was open with reporters, and the result 

was favourable reporting of his work and leadership.267  Hawke was an expert at managing 

the media on most issues.  The media image he presented early in the term of the 

                                                                                                                                                 

262 Kelly, The End of Certainty - Power Politics and Business in Australia, 79. 
263 Mulgan, Japan’s Failed Revolution: Koizumi and the Politics of Economic Reform, 13. 
264 Carew, Keating: A Biography, 101. 
265 Keating: A Biography, 103. 
266 Amanda Buckley, "Hawke and the Australian People," in The Hawke Government: A Critical 

Retrospective, ed. Susan Ryan and Troy Bramston (North Melbourne: Pluto Press Australia, 2003), 31-

32. 
267 "Hawke and the Australian People," 32. 



Page 243 

 

government was of the consensus-leader who would take into account a variety of views 

when arriving at decisions.  Garnaut argues that, ‘public discussion and consultation were 

usually led by government, and vested interests were often coopted [sic] to support reform 

in the process.’268  Furthermore, in the wake of the float, the media reported other members 

of the government such as Senator Peter Walsh, Minister for Resources and Energy (and 

later Finance Minister), reassuring the community and in particular those associated with 

import and export industries, that there was ‘no need to fear’ the float of the currency.269 

The variable suggests that a reforming government may use the media to create popular 

support that overcomes institutional resistance.  In this case, institutional resistance was not 

widespread.  Staff in the offices of both the Prime Minister and Treasurer supported the 

move.  The Governor of the RBA was open to change and the bank was ambivalent to the 

reform, and elements within Treasury favoured the change although its Secretary, John 

Stone was opposition to it.  Reform was in the air, as evidenced by the Accord and the 

NESC) and serious policymakers, commentators and scholars were arguing for a greater 

role for markets.270  This sense of anticipated change and positive support for the new 

government overshadowed any institutional resistance. 

The idea of providing compensation to those who lose from reform initiatives makes 

political, social and economic sense.  However, compensation is only appropriate when 

necessary and when it can be specifically targeted to those adversely affected by reform.  In 

this case, the float was not a reform that required compensation in the usual way, due to the 

wide, general nature of the change.  Similarly, there was little the government could do to 

accelerate gains to winners.  It was almost impossible to determine the immediate effects 

on particular industries or workers resulting from the float.  While there was little need for 

compensation immediately after the float, it did impact on domestic industries over the 

longer term.  According to Banks, ‘in a way, it was the very prospect of adjustment costs 

that provided the motivation for further reforms that, together with a gradualist approach … 

and a floating exchange rate, ultimately served to contain those costs.’271  The gradual 
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approach to reform and Australia’s welfare safety net assisted to minimise adjustment costs 

and helped to meet the needs of workers displaced by reforms.272 

Nonetheless, as the reform agenda intensified, its effects had more direct impacts and the 

government introduced assistance schemes for sensitive sectors, including retraining or 

assistance for displaced workers, for example, in the motor vehicle industry with 

cooperation from the ACTU.273  It implemented programs of industry transition for workers 

affected by change, so these workers might take up jobs in other workplaces or 

industries.274  Hawke explained this support as follows: 

Throughout my public life it has been my firm conviction that if the community believes 

that change is necessary in the interests of the community as a whole, then that belief 

carries with it a necessary corollary—that the community must not leave those 

individuals or groups who are adversely affected to bear the whole burden of change.  It 

must itself be prepared to share that burden of change, as well as reaping the benefits of 

change.’275 

Others such as the dairy industry received direct monetary competition for economic losses 

sustained by later economic reforms, not directly linked to the float.276 

The float of the dollar was an initial reform that effectively acted as an ‘adjustment safety-

valve’ for later reforms.  The more responsive exchange rate insulated Australia from some 

effects on unemployment and the balance of trade issues linked to later reductions of 

import barriers.277  The incremental and widespread nature of the subsequent reform also 

distributed both the positive and negative aspects of reform more gradually and widely, 

meaning less adjustment assistance was necessary than might otherwise have been the 

case.278  The float was a preparatory reform for what was to follow. 
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Overall, this case study finds mixed evidence supporting this cluster of reform elements.  

Floating the dollar was not part of a comprehensive program contained in the government’s 

election platform.  Instead a pragmatic, and ultimately, comprehensive program of change 

including changes to trade liberalisation, infrastructure, labour markets, macroeconomic 

policy and taxation reform emerged over time.  At the same time, the government 

incorporated the principles of incremental change, which drew on the Accord and NESC to 

minimise the social impacts of reform.  This left the government open to a charge of 

voodoo politics, but the evidence does not fully support this view.  Instead it is more 

accurately a policy reaction to the circumstances of the period and the problems that were 

likely to emerge.  While there was no hidden agenda the Hawke government did blame its 

predecessor for creating the circumstances necessitating reform.  Nevertheless, this hardly 

constitutes a strong case of voodoo politics.279  Due to widespread media support for the 

float, Hawke was not required to bypass usual channels in the manner described by 

Williamson and Haggard, and so the variable of the use of the media is not supported in this 

case.280  There was of course some resistance from Treasury to the decision, but the RBA 

had prepared for the possibility for change and so institutional intransigence was not 

something the government needed to strenuously oppose by using the media.  Nonetheless, 

the government announced the float at a public press conference and accepted the need to 

utilise media outlets to communicate the reasons for such a radical change in the Australian 

context; how the decision fitted into the circumstances of the Australian economy; and 

what the likely consequences of that decision might be.  Last, the variables of 

compensation to losers of reform and acceleration of gains to winners were not relevant in 

the case of the float because it was general and non-specific in its application, unlike the 

other reforms that followed. 
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6.3 Discussion and conclusion 

It was the most economy-transforming decision of the first year of the government.  In 

one bold step, the government opened the economy to the discipline of global financial 

markets.  Unions, business and governments found themselves under a new, relentless 

pressure to meet the demands of international investors.  It set the pattern for the reforms 

that would come after it, especially financial deregulation and the removal of trade 

barriers.281 

This chapter has reviewed the factors that prompted and supported the Hawke 

government’s 1983 float of the Australia currency, framed around the variables within the 

five clusters of reform conceptual framework.  As in chapter 5, I find mixed results 

supporting the variables, depicted in summary form in table 6.2.  This chapter finds all the 

variables played some part in moulding this policy reform, except those comprising the 

reform program.  In the case of the float of the dollar, however, the economic conditions 

contributed to this reform. 

Table 6.2 – Case study findings for the Hawke 

government’s float of the dollar 
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 Satisfied; () Satisfied, with qualifications;  Not satisfied; () not satisfied, with qualifications;  At first yes, subsequently no 

( and vice versa) 

The evidence supports the crisis variable, but with qualifications, for although Australia 

was at the time emerging from a deep recession, the reform was not designed to deal with 

that economic downturn, per se.  The float aimed to settle further economic uncertainty 

created by currency speculators, but also became the first step in the subsequent program of 

change.  The government did not ‘manufacture’ a perception of crisis as it held concerns 

about instability caused by capital inflows.  The Hawke government linked the timing of 

this change to a continuing potential for crisis long into the future, because of the fragility 

Variable Hawke 

Economic conditions  

Crisis () 

External help () 

Political conditions  

Honeymoon  

Solid political base  () 

Fragmented opposition  () 

Social consensus () 

Visionary leader   

Role of ideas  

Paradigm  

Paradigm shift  

Valence  

Economic team  

Coherent economic team   

Presence of a technopol () 

Reform program  

Comprehensive program  

Voodoo politics () 

Use of media  

Compensation of losers  

Acceleration of gains  
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of Australia’s sheltered economy.  Hawke had earlier begun to develop what would become 

a government narrative of crisis in his 1983 election speech and continued the theme when 

promoting this reform.  When the circumstances arose, Hawke’s government utilised the 

potential of a currency crisis to justify implementing a reform that he had been considering 

for most of the year.  In the modified sense that I describe in the chapter, ideas from 

elsewhere in the form of external help played their part in influencing the Prime Minister 

and Treasurer to conduct the reform.  Economic ideas are pervasive and Hawke and 

Keating were people of their time.  In addition, they were pragmatic, accepting a greater 

role for the market.  Ideas emerging in the United Kingdom and United States convinced 

Hawke and Keating to support a lesser role for Keynesian management practices, preferring 

instead the free market ideals of Friedman. 

Certain political conditions also assisted the Hawke government to conceive and implement 

the floating of the exchange rate, and to ensure its durability as a policy reform.  The 

Hawke government effectively utilised its political honeymoon.  The timing of the reform 

was not a coincidence.  Hawke admits he waited throughout his first year of office for a 

window of opportunity to implement the float.  The government was popular, Hawke was 

popular and they were able to risk political capital by pursuing the change.  Subsequent 

polling shows the electorate gave the government the benefit-of-the-doubt concerning the 

reform, perhaps also because it was during the government’s long honeymoon, and perhaps 

because they did not understand its significance.  Hawke was a charismatic leader, popular 

with the electorate.  He refined the leadership skills he had developed as the leader of the 

ACTU, exhibiting traits of visionary leadership.  His vision helped him convince the Labor 

Party to overturn its long-held opposition to floating the currency.  Hawke’s election 

victory further increased his public standing and provided him with the impetus and 

capacity to follow the path of reform that extended over the next decade.  Hawke 

demonstrated vision in his earlier speeches.  His vision was of a country requiring a new 

direction, projecting ideas of unity, consensus and compromise.  Furthermore, he accepted 

risk in his pursuit of this reform and other consequent changes.  Finally, he displayed the 

strength and commitment to manage Party concerns and broader anxieties within the 

community.  Visionary political leadership is rare and although Hawke portrays himself in 

almost messianic terms in his memoirs, his government’s record of reform speaks for itself. 
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The other variables of the cluster of political conditions, those of a solid political base, a 

social consensus and a fragmented opposition are not as well supported in this case.  The 

reform did not require legislative change and therefore, the government did not need a 

strong legislative base in parliament to introduce it.  A solid political base, however, by its 

nature provides more than the capacity to pass legislation, as it potentially offers powerful, 

psychological support when difficult reforms need to be undertaken.  The federal Coalition 

was also not in a position to present a substantial obstacle, because it was a fragmented 

opposition in 1983, in terms of both reform and leadership.  The Opposition was 

inconsistent in its support for the float, and racked with internal leadership disputes.  These 

conditions assisted the government to develop its narratives around the reform itself and its 

longer term agenda of economic change that began with the float.  The government 

presented as both ‘coherent and determined’,282 presenting its policy-specific narrative that 

the float was necessary to prevent a ‘currency crisis’.  In this case, the final element, the 

variable of a social consensus is complex.  Hawke’s meta-narrative throughout his career in 

public life had always involved consensus and he built on this in his election speech.  

During 1983 his government consulted and collected ideas from a myriad of groups and 

individuals about reform, informally, and formally through initiatives such as the NESC.  

The government, however, did not build a consensus ex ante for the float of the currency, 

but rather ex post, using a policy-specific narrative of potential crisis,283 consistent within 

its meta-narrative of nationwide cooperation and consensus decision-making.  Despite this, 

there was not consistent, positive bipartisan support for this reform, rather a grudging 

acceptance that the Labor government had acted, when the Coalition had failed to do so. 

The role of ideas was an important part of the reform process in this case, as new ideas 

entered the policy stream, leading to a shift of policy paradigm.  Hawke and Keating were 

pragmatic, especially about accepting a greater role for the market.  Ideas emerging in the 

United Kingdom and United States persuaded them to support a reduced role for the state.  

In this case there was substantial change to the exchange rate mechanism paradigm, 

meaning there was third order change/paradigm shift, as described by Hall.  Valence 
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existed for this reform, encouraged by the government ex post, however, that valence also 

relied in part on the nature of the reform.  The exchange rate was not an issue that troubled 

most Australians on an everyday basis. This provided the government with substantial 

political leeway to implement the change.  Valence describes whether ideas will be 

‘sticky’,284 based on their emotional appeal and if the underlying ideas generate 

‘attractiveness or aversiveness’ in the electorate.285  Reformers, however, may also achieve 

valence through community ambivalence to a reform, which is potentially just as useful to a 

would-be reformer as an attractive policy proposal.  The change was a convenient starting 

point from which the government launched a full-scale program of market-based reforms, 

in a climate of inevitability following the float of the dollar.  It became a first step in a 

process of ‘incremental radicalism’.286 

The economic team cluster has mixed evidence supporting it in this case.  The government 

had a coherent economic team available to it, and benefited from its use.  For example, staff 

with economic credentials in the offices of the Prime Minister and the Treasurer supported 

the float.  They provided assistance to both Hawke and Keating in the lead-up to and after 

the float.  Even though the RBA did not have an official position supporting change, its 

Governor backed the reform and the Bank had prepared its ‘war book’ to assist the 

government.  While the Treasury officially opposed the decision as an institution, some 

staffers within the organisation agreed change was necessary.  Williamson and Haggard 

argued Hawke was not a technopol,287 and they are correct, but with qualifications.  Hawke 

received education in economics, tutored in the subject, and for years had been a member 

of the board of the RBA.  Where the variable fails is that Hawke did not hold formal 

qualifications, nor did he represent himself to Australians as someone possessing specialist 

economic knowledge, even if it is likely to have informed his opinions. 

There is insufficient evidence to support the reform program variables in this case although 

voodoo politics and use of the media did play minor roles.  Other elements of the cluster, a 
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comprehensive program, compensation to losers and acceleration of gains to winners were 

not relevant.  Incoming governments are often open to the charge of using voodoo politics.  

While Hawke came to government with ideas about reform, there is no substantial evidence 

that his government concealed its policy agenda from the community (the first aspect of the 

variable).  The government, however, did blame the previous Fraser government for 

economic challenges (the second aspect), to enhance its justification for reform.  Hawke did 

not need to make use of the media for this reform, as the government overcame most 

institutional resistance.  The media around the country also overwhelmingly supported the 

decision.  Hawke and Keating did, however, exploit positive media reporting to explain the 

reform to the community, promoting both the government’s policy-specific narrative and 

meta-narrative for the future.  The reform was not part of a comprehensive program.  It was 

a pragmatic response to the challenge of the developing currency problems in an economy 

recovering from recession, although the reforms that followed over the next decade 

amounted to a comprehensive program.  Banks argues that the Hawke government 

‘hastened slowly’ in its approach to reform, following the float288 and in retrospect it was 

the first step in the pragmatic program of incremental radicalism, that occurred over the 

following decade.  The Australian economy suffered from structural problems, which 

floating the exchange rate alone could not address.  The reform became a ‘Trojan Horse’ as 

it facilitated the subsequent financial and other microeconomic reforms that followed.  

Thus, while compensation was not necessary at that stage, its importance emerged later.  

The acceleration of gains to winners also only became relevant later as subsequent reforms 

affected specific sectors and industries. 

In sum, I argue the float of the currency was a policy ‘success’, as defined by 

McConnell.289  This reform was an example of McConnell’s ‘holy grail’ of policy success 

in that it was a political success as well.  Opposition was minimal and its success and 

consequences provided the political and policy opportunity for the government to be 

increasingly radical as it followed its incremental path of structural reform.  According to 

Debelle and Plumb: 
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After some initial difficulties, the economy has gradually become more comfortable 

with a variable exchange rate along a number of dimensions.  Generally, the flexible-

exchange-rate regime has served to mitigate the impact of external shocks and has 

contributed to the reduction in volatility of output that has occurred over the past two 

decades.290 

Makin and Rohde examined data collected between 1985 and 2010.  Utilising econometric 

modelling they concluded that the Australian exchange rate has been optimal over the 

researched period, in line with relevant theory.291  Stevens argues that the float has been 

generally positive for Australia, meaning the exchange rate arrives at the right place 

‘sooner or later’ and that the market has done a better job of that choice than he could have 

achieved as Governor of the Reserve Bank.292  Earlier governments modified approaches to 

the ERM, but the final step of the float waited until the election of the Hawke government 

in 1983.  As Stevens further argues, the idea of floating the dollar had been around for 

years, but the ‘right combination of intellectual climate and circumstances did not arrive 

until 1983.’293 

Edwards contends, ‘the float was the big decision of 1983, symbolically if not actually the 

transforming decision of the Australian economy in the 1980s.’294  One of the central 

players in the decision, the-then Governor of the RBA, Bob Johnston, also agrees the float 

and subsequent financial deregulation were ‘the decisions of the decade.’295  Less than a 

year after the government implemented the float, one of the decision’s fiercest opponents, 

John Stone, told an audience that, ‘I think it is not an exaggeration to describe these 

decisions as constituting the most important single step in economic policy to be taken by 

any Australian Government in the post-war period.’296 
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Although transformation was occurring elsewhere in the world in the early 1980s and 

influences were not confined to geographic boundaries, reform still required a government 

prepared to accept the political risk of change.  Voters mostly prefer the status quo and fear 

uncertainty, as do the politicians who represent them.297  Hawke’s government, however, 

unshackled itself from the inertia normally associated with political myopia concerns about 

re-election and it cast aside natural tendencies to be risk averse.  Examples of economic 

reform appear increasingly uncommon and so instances of them pose interesting questions 

for research. 
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Chapter 7 — Climate change mitigation in Australian – 

‘great moral challenge’, or intractable political problem? 

The government discovered that on climate change, it was ‘dammed if it did, and 

dammed if it didn’t’.  Former Prime Minister Kevin Rudd’s support collapsed partly 

because he did too little on climate change, yet Prime Minister Gillard suffered because 

she did act.1 

In this chapter I examine the Gillard government’s Clean Energy Future Package (CEFP).  

It passed into legislation in 2011 and led to a carbon price from 1st July 2012.  I assess the 

evidence about this reform by again utilising the adapted conceptual framework originally 

developed by Williamson and Haggard.  The chapter begins by tracing the progression and 

history of climate change policy responses in Australia, beginning in the 1980s, through to 

the ‘breakthrough’ actions of the Gillard government.2  The chapter presents a 

chronological overview that summarises important international and local events and it 

provides a contextual analysis of the recent policy positions about climate change in 

Australia.  The substantial part of the chapter is then devoted to assessing in detail the 

policy program work conducted by the Gillard government through its CEFP. 

This chapter argues the role of ideas was significant and the result was a paradigm shift, 

although the reform was not durable beyond the term of the Labor government in 2010, due 

to poor policy valence in the community.  The political conditions also played a significant 

part in the pursuit and collapse of the CEFP, but not in the manner proposed by Williamson 

and Haggard.  The remaining clusters of reform and the circumstances that constitute their 

variables were of little relevance in this case, apart from the coherent economic team, 

which at least produced a credible and coherent policy proposal.  Economic conditions 

were influential to the extent that external help from global policy initiatives assisted the 

conception of local policy programs.  The case does suggest, however, that it may take a 
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crisis (environmental or economic) for Australia to implement lasting climate change 

policy that will truly lead to a low carbon economy.  Reframing policy to highlight 

economic benefits, aims and considerations is important, but without consistent, bipartisan 

support, and crisis, the prospects for effective long-term reform appear poor.  This chapter 

again shows how a multiple-variables conceptual framework is useful to assess reform 

decisions. 

7.1 Historical background 

If we do nothing, we face a future that is grim indeed.  Our fortunes will melt with the 

ice, evaporate like water under a relentless sun, and wither away like sand in a desert 

storm.3 

Anthropogenic climate change 

Over the past few decades, climate scientists have become increasingly concerned about the 

effects of human-induced climate change, or global warming.4  Pared back to its basic 

tenets, scientists argue that the trapping of greenhouse gas (GHG) emissions (principally 

carbon dioxide) is unnaturally heating the earth’s atmosphere.  The principal cause of the 

changes is emissions caused by the activity of human beings, or so-called anthropogenic 

emissions.  The problem arose following the industrial revolution, but the volume of gases 

in the atmosphere accelerated markedly in the second half of the twentieth century, 

increasing further into the twenty first century.  Research by the Global Carbon Project 

shows that emissions from the burning of fossil fuels continue to increase and is 

compounding the heating of the earth’s atmosphere.  These results have improved the 

certainty of other estimates that without abatement, global temperatures will increase by the 

year 2100 in a range extending from 3.2 to 5.4 degrees Celsius above pre-industrial levels.5  

Accumulating evidence argues that the world’s climate system is warming at increasing 
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levels and it is ‘extremely likely’ that humans are responsible for the changes.  The United 

Nations Intergovernmental Panel on Climate Change has concluded that: 

Human influence on the climate system is clear, and recent anthropogenic emissions of 

greenhouse gases are the highest in history.  Recent climate changes have had 

widespread impacts on human and natural systems. … Warming of the climate system is 

unequivocal, and since the 1950s, many of the observed changes are unprecedented over 

decades to millennia.  The atmosphere and ocean have warmed, the amounts of snow 

and ice have diminished, and sea level has risen.6 

The Panel further argue, ‘anthropogenic greenhouse gas emissions … are extremely likely 

to have been the dominant cause of the observed warming since the mid-20th century.’7  

The effects on humans are likely to be substantial with economic costs reducing standards 

of living, increasing risks of disease and progressively more complicated and unpredictable 

weather events threatening ecosystems, property and people.  While some businesses are 

voluntarily changing their behaviour and many individuals are modifying their lifestyles, 

marked change will not occur without intervention by national governments.8  For example, 

some announcements made by the United States, the European Union and China provide 

some hope for slightly lower predictions for increases in global temperatures.  These post-

2020 commitments, however, only lower the abovementioned estimates by between .2 and 

.4 degrees Celsius.  These commitments by these countries are non-binding, aspirational, 

and open to political interference (e.g. the Trump administration in the United States) and 

there is some uncertainty about unknown long-term local developments in China.9 

                                                                                                                                                 

6 Core Writing Team, Pachauri, and Meyer, Climate Change 2014: Synthesis Report.  Contribution of 

Working Groups I, II and III to the Fifth Assessment Report of the Intergovernmental Panel on Climate 

Change, 2.  Beeson notes findings by the IPCC are supported by studies by other agencies such as the 

World Bank, the International Energy Agency, Australia’s Climate Commission and CSIRO, see: Mark 

Beeson and Matt McDonald, "The Politics of Climate Change in Australia," Australian Journal of 

Politics & History 59, no. 3 (2013): 333. 
7 Core Writing Team, Pachauri, and Meyer, Climate Change 2014: Synthesis Report.  Contribution of 

Working Groups I, II and III to the Fifth Assessment Report of the Intergovernmental Panel on Climate 

Change, 4. 
8 Mikler and Harrison, "Climate Innovation: Australian Corporate Perspectives on the Role of 

Government,". 
9 Bill Hare et al., "China, US and EU Post-2020 Plans Reduce Projected Warming " (Climate Action 

Tracker, 2014), 1. 
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In 2015, country representatives met to discuss an updated international agreement on 

climate change.  The Paris Climate Change Agreement aims to limit increasing 

temperatures to below 2 degrees, hopefully to no higher than 1.5 degrees.10  The result is 

countries around the world will need to work diligently to impose action before 2020, in 

order to achieve that objective.  The Agreement came into force on 4th November 2016 and 

by late 2017, 166 of the 197 signatories had ratified it.  For the Agreement to be successful, 

it will require the support of major economies and major polluters.  The United States 

announced in June 2017 it would withdraw from the Agreement, and major groups 

continue to observe this development.  Australia has ratified the Agreement, but the politics 

surrounding climate change continue to plague policy commitments, continuing the 

historical divisions between the country’s major political parties. 

The Australian political and policy response to climate change and GHG emissions 

Australian climate change responses began during the terms of the Labor governments led 

by Bob Hawke and Paul Keating in the 1980s and 1990s.  Those governments 

acknowledged the challenge posed by global warming and established non-binding targets 

based on international agreements such as those from the Toronto Target and the United 

Nations Framework Convention on Climate Change (UNFCC).  The conference in Toronto 

produced a statement whereby countries would reduce their GHG emissions by 20 percent 

by 2005, based on 1988 levels.11  Australia announced it would agree to this target and over 

time it would extend its reduction to 50 per cent.12  At the negotiations for the UNFCC 

many western European countries and Australia argued for binding targets, but oil-

producing countries and the United States opposed this proposal.  In any case, 

representatives from 155 countries (including Australia) signed a non-binding agreement, 

wherein countries agreed to stabilise GHG emissions with an aim to protect economic 

development, food security and ecosystems.  While Hawke enthusiastically embraced 

                                                                                                                                                 

10 United Nations Framework Convention on Climate Change, "The Paris Agreement,"  2017, 

http://unfccc.int/paris_agreement/items/9485.php. 
11 Conference on the Changing Atmosphere,  (paper presented at the The Changing Atmosphere: 

Implications for Global Security, Toronto, Canada, 27-30 June 1988). 
12 Rosemary Rayfuse and Shirley Scott, "Australia's Climate Change Law and Diplomacy," Asia Pacific 

Journal of Environmental Law 11, no. 1 & 2 (2008): 2. 
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concepts of international cooperation about climate policy, he failed to convert that energy 

into solid policy change and results.13 

After Keating became Prime Minister, climate change somewhat slipped down the policy 

agenda.  Keating became locked in political battles with the Coalition Opposition about a 

number of issues.  Diminishing bipartisanship affected climate change policy as well.  

Keating was not committed to environmental issues to the same level as Hawke (including 

global warming), but in Hawke’s case it was ‘one thing to speak fervently in international 

fora but quite another to take the necessary actions at home.’14  Yet, Keating used some 

creative methods to seek agreements.  The evidence suggests Keating was unsympathetic to 

a price on carbon and on at least one occasion he used the threat of a price against 

Australian industry, in order to get cooperation with some additional greenhouse reduction 

policies.15  Crowley asserts Labor governments of the period were heavily influenced by 

elements in the conservative press and the fossil fuel industry against the idea of a carbon 

price.16  Whether this was the reason for their lack of actual achievement of targets is 

difficult to determine.  Australia was not alone, however, in its failure to achieve 

measurable reductions in GHG emissions.  According to Rayfuse and Scott, by the early 

1990s many countries had set ambitious targets but failed to properly legislate to achieve 

them.17  Despite limited real reductions in emissions, Hawke and Keating at least 

symbolically committed Australia to international agreements, in what Christoff 

characterises as ‘naïve altruism’.18  Yet, a form of zero-sum game for power was 

developing between Australia’s major political parties and climate change intervention 

                                                                                                                                                 

13 Joan Staples, "Environment: 'What was Right was also Popular'," in The Hawke Legacy, ed. Gerry 

Bloustien, Barbara Comber, and Alison Mackinnon (Kent Town: Wakefield Press, 2009), 161. 
14 Rayfuse and Scott, "Australia's Climate Change Law and Diplomacy," 2-3. 
15 Keating (who it seems did not want to introduce a price on carbon) used the threat of a carbon tax 

against industry in order to get its cooperation with the government’s Greenhouse 21C strategy, see: 

Clive Hamilton, Scorcher: The Dirty Politics of Climate Change (Melbourne: Black Inc, 2007), 50; 

Crowley, "Irresistible Force?  Achieving Carbon Pricing in Australia," 370. 
16 "Irresistible Force?  Achieving Carbon Pricing in Australia," 370.  Also see: Guy Pearse, High and 

Dry: John Howard, Climate Change and the Selling of Australia's Future (Camberwell: Penguin Group 

(Australia), 2007); "Quarry Vision: Coal, Climate Change and the End of the Resources Boom," 

Quarterly Essay, no. 33 (2009). 
17 Rayfuse and Scott, "Australia's Climate Change Law and Diplomacy," 3. 
18 Peter Christoff, "Policy Autism or Double-Edged Dismissiveness? Australia's Climate Policy Under 

the Howard Government," Global Change, Peace & Security 17, no. 1 (2005): 31. 
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policy was becoming both a point-of-difference between them and a casualty of the 

struggle. 

The Coalition led by John Howard defeated Labor in 1996.  From the outset (and 

throughout), it showed minimal interest in the problems of climate change and carbon 

abatement.  Instead the government’s energy policy displayed support for the use and 

export of fossil fuels, and the development of energy-intensive industries, and failed to 

improve energy efficiency or set mandatory targets for GHG emissions reduction.19  The 

government reduced the issue of climate change to a lower level of policy importance.  It 

transferred the onus for climate change policy away from the Department of Environment 

to Foreign Affairs and Trade (DFAT), effectively away from a specific portfolio 

responsibility to a more general one.  In 1997, the government through DFAT, released In 

the National Interest: Australia’s Foreign Affairs and Trade White Paper.  The White 

Paper drove policy across government and policy portfolios alike.  The amorphous 

‘national interest’ test became the determining measure of policy priority within each 

department, including on policies about global warming.  The term was value-laden and 

subjective as it ‘depended on how one perceived the national interest.’20 

The government’s insular approach permitted it to refuse to ratify the Kyoto Protocol and 

to avoid international commitments on climate change, if it did not suit the government and 

powerful fossil fuel interests.21  The Kyoto Conference in December 1997 aimed to have 

countries agree to legally binding emissions reductions for advanced countries.22  Ratifying 

the Protocol committed developed countries to the legally binding target of reducing GHG 

emissions to 5 per cent below 1990 levels in the period between 2008 and 2012.  The 

Howard government pushed for concessions at the Conference, allowing Australia to 

increase, not decrease emissions in the initial phases of the agreement.23  Despite forcing 

these concessions, the government took until April 1998 to sign the Protocol, but never 

                                                                                                                                                 

19 "Policy Autism or Double-Edged Dismissiveness? Australia's Climate Policy Under the Howard 

Government," 32. 
20 Rayfuse and Scott, "Australia's Climate Change Law and Diplomacy," 4. 
21 Christoff, "Policy Autism or Double-Edged Dismissiveness? Australia's Climate Policy Under the 

Howard Government,". 
22 Rayfuse and Scott, "Australia's Climate Change Law and Diplomacy," 3. 
23 Saul et al., Climate Change and Australia: Warming to the Global Challenge, 102. 
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ratified it, although its policies claimed to encompass identical non-binding targets in what 

Christoff calls a form of ‘policy schizophrenia’.24  Howard argued he could not ratify the 

Protocol, as it would have ‘imposed burdens’ on Australian industries, not imposed on 

developing countries, presumably against the national interest.25 The government 

reaffirmed its ‘national interest’ principle time and time again.  In 2004, the government 

released its Securing Australia’s Energy Future white paper.  The paper argued that, ‘the 

Australian Government continues to support the underlying objectives of the UN 

Framework Convention on Climate Change but remains convinced that ratification of the 

Kyoto Protocol is not in the national interest.’26  At times it appeared the government made 

concessions towards reform, changing its apparent antipathy to GHG reduction policies, but 

in reality that was not the case.  In April 1998, for example, the Howard government set up 

the Australian Greenhouse Office, with an alleged principal aim to reduce GHG 

emissions.27  The government specifically asked the Office to assess the idea of a domestic 

ETS, but despite this request, by early 2004 the government declared it would not pursue 

the idea until a binding international market was in place, as it was not in the national 

interest to conduct the reform, in perhaps another example of policy schizophrenia.28 

The Howard government’s approach underwent a change in the latter part of its third term.  

Lyster argues it was narrow industrial interests opposed to genuine reform that drove the 

actions of the government.  It only substantially renewed its interest in the issue of climate 

change as public opinion moved against it and election defeat loomed in 2007.29  As 

concerns in Australia in favour of climate change intervention rose, the Howard 

                                                                                                                                                 

24 Christoff, "Policy Autism or Double-Edged Dismissiveness? Australia's Climate Policy Under the 

Howard Government," 29. 
25 John Howard, "One Religion Is Enough (2013 Annual GWPF Lecture)," (London: The Global 

Warming Policy Foundation, 2013), 12.  Tony Abbott repeated these sentiments when he announced his 

government’s new emissions reduction target post-2020, declaring it would not ‘put the environment 

ahead of the economy’, see: Tony Abbott, "Tony Abbott: Government will not 'Put the Environment 

Ahead of the Economy' – Video," (AAP2015). 
26 Australian Government, "Securing Australia’s Energy Future," (Barton 2004), 25. 
27 Australia - House of Representatives, House of Representatives (Debates, Safeguarding the Future: 
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Georgetown International Environmental Law Review 16, no. 4 (2004): 562.  
29 "Common but Differentiated?  Australia's Response to Global Climate Change," 563. 
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government realised it needed to take more action on this area of policy.   On 10th 

December 2006 Howard announced the creation of a ‘Prime Ministerial Task Group on 

Emissions Trading’.  The government asked the Group, headed by Peter Shergold (the 

Secretary of the Department of the Prime Minister and Cabinet) to provide advice on 

designing an emissions trading scheme (ETS) for Australia.30  The government received the 

Shergold Report on 31st of May 2007, which made the important recommendation that ‘it 

is in Australia’s interest to develop a domestic emissions trading scheme that might, over 

time, be linked to complementary schemes in other countries.’31  Now suddenly with an 

election approaching, the national interest required an ETS.  Howard acted quickly on the 

Report, as on 3rd June 2007 he committed his government to introduce an ETS by 2012.32  

Even during the 2007 federal election campaign the Howard government announced if re-

elected it would establish a ‘Climate Change Fund’.33  Despite these initiatives, federal 

Cabinet continued to reject the Minister for the Environment and Water Resources, 

Malcolm Turnbull’s proposal to ratify the Kyoto Protocol.34 

As Australia moved towards the 2007 election, the ALP presented itself as a committed 

pro-climate change policy reform alternative to the recently transformed Howard 

government.  The issue of climate change provided the Labor Party with an electoral point 

of difference that it exploited.35  In his election speech before the election, Labor Leader, 

Kevin Rudd proclaimed: 

                                                                                                                                                 

30 John Howard, "Prime Ministerial Task Group on Emissions Trading," news release, 10 December, 

2006. 
31 Prime Ministerial Task Group on Emissions Trading, Report of the Task Group on Emissions Trading, 

ed. Peter R. Shergold (Canberra: Dept. of the Prime Minister and Cabinet, 2007), 10. 
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33 "Climate Change Fund," news release, 21 October, 2007. 
34 Lenore Taylor, "Cabinet Blocks Turnbull on Kyoto," Australian Financial Review, 27 October 2007. 
35 Ian McAllister, Clive Bean, and Juliet Pietsch, "Leadership Change, Policy Issues and Voter Defection 
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I am determined to make Australia part of the global climate change solution – not just 

part of the global climate change problem. … Mr Howard has spent a decade in denial 

on the critical challenge of climate change.  Even now, Mr Howard still opposes Kyoto.  

I make this commitment: If we are elected, I will immediately ratify Kyoto.  Mr Howard 

has opposed carbon targets and emissions trading.  If elected, I will implement a 60 per 

cent carbon target and establish Australia’s first national emissions trading scheme.36 

As Opposition Leader, Rudd worked persistently to elevate the issue of climate change into 

the consciousness of Australians. 

Rudd arranged a ‘National Climate Change Summit’ on 31st March 2007, inviting business 

leaders, environmentalists and politicians from all levels of government to develop a 

‘national consensus’ on climate change issues for the following decade.37  Opening that 

Summit, Rudd proclaimed: 

Climate change is the great moral challenge of our generation.  Climate is not just a 

moral challenge.  Climate is not just an environmental challenge.  Climate change is an 

economic challenge, a social challenge, and actually represents a big challenge on the 

overall question of national security.38 (emphasis added) 

Rudd also announced that Ross Garnaut would review Australia’s climate change policies, 

and he committed a Labor government to create a Department of Climate Change and 

Water, something he did on 3rd December 2007, just after the election of his government.  

Rudd’s words and actions effectively captured the public mood.39  According to Widmaier 

and Grube, ‘the Howard government found itself ‘behind the curve’ of pressure emanating 

from the Labor Party.’40  Rudd applied this pressure using his increasing media profile, his 

attempts to develop community debate as a ‘public intellectual’, and most notably in his 
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essay in The Monthly in 2006, wherein he addressed many public issues including climate 

change.41  The ALP approached the 2007 election with ‘three target areas’, industrial 

relations, education and climate change.42 

Once elected as Prime Minister, Rudd’s first official act was to ratify the Kyoto Protocol, 

symbolically indicating the continuing importance of the issue for him and his 

government.43  His actions both before and after the election took advantage of widespread 

public concern about climate change, and in turn raised expectations for substantial policy 

reform.44  In 2008, The Lowy Institute concluded from its yearly polling results that, 

‘climate-related issues topped the list of possible threats to the vital interests of Australia.’  

The Institute even found 60 per cent of those polled agreed the government should act on 

climate change, even if it involved ‘significant costs’.45  According to McAllister, Bean and 

Pietsch, despite these heightened expectations and the positive act of ratifying the Kyoto 

Protocol, ‘finding a domestic policy solution that would reduce greenhouse emissions 

proved more difficult’.46 

In December 2008, the Rudd government released a white paper.  The Carbon Pollution 

Reduction Scheme: Australia’s Low Pollution Future proposed the final design of an ETS 

and a new 2020 reduction target of 5 per cent below 2000 levels, or 15 per cent if other 

major economies agreed on similar targets.47  The government negotiated at length with the 

federal Opposition over the following months.  On more than one occasion the government 

weakened aspects of the proposed program, to placate the demands of industry groups and 
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the Opposition.  In doing so, they alienated many environmental groups and the Australian 

Greens.  By October 2009 the Greens joined with the Coalition in the Senate to vote down 

the Carbon Pollution Reduction Scheme (CPRS) legislation for a second time, pressuring 

Opposition Leader Turnbull to negotiate more deeply with the government to avoid a 

double dissolution election, he worried he would lose.  Turnbull agreed in principle to 

support the ETS, but the issue was far from settled in his party room and eventually he lost 

the leadership to Tony Abbott.48  The Abbott-led Opposition then withdrew support for the 

CPRS all together.  Without support from either the Greens or the Coalition, Rudd gave 

way to pressure from industry lobbyists to further soften aspects of the CPRS.  Business 

continued to complain and environmental groups were increasingly critical of concessions 

and the widening gap between the government’s proposal and Garnaut’s original 

recommendations.49  Another curious aspect of the CPRS was that the party that is the 

natural supporter of carbon reduction policies – the Greens – voted against the policy.  

Ultimately, the program was too extreme for the Coalition, but not comprehensive enough 

for the Greens.50 

In 2009, collapsed negotiations at the Copenhagen conference dashed Rudd’s hopes for 

strong climate change action in Australia.51  The international community convened the 

conference to develop a post-Kyoto agreement, but due to intransigence from China and the 

United States, only a non-binding accord resulted.52  Rudd had invested heavily in the 

conference, taking a large delegation and assumed the role of ‘friend of the Chair.’53  By 

April 2010, he postponed action on the government’s ETS until at least 2012, weakening 

Labor’s ascendant position on the issue.  Saul et. al. argue Rudd was ‘spooked’ by 

widespread disappointment with the Copenhagen conference, Abbott’s sustained attacks on 
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the policy, and an imminent federal election.54  Rudd’s postponement followed two years of 

policy changes and proposals that failed to meet the strength of his earlier rhetoric.55  His 

vacillating behaviour accelerated his already deteriorating position in the party and more 

widely in the community.56  Figure 7.1 graphically displays Australians’ weakening support 

for Labor’s ability to convert Rudd’s climate change oratory into actual policy delivery.  

Particularly concerning was a collapse in the perception that Labor was the best party to 

deal with the challenges of global warming.  Howard argues that Rudd’s inability to deliver 

on his ‘great moral challenge’ comment reminded him, ‘of the famous injunction of St 

Augustine: “Lord make me pure, but not just yet.”’57  Rudd’s failure to develop consistent 

policy proposals and his retreat from strongly argued policy positions undoubtedly 

contributed to his and his government’s collapse in popularity.58 

Figure 7.1 — Best Party to Handle Climate Change, July 2008–July 201059 

 

 

 

 

 

 

Rudd struggled to maintain support within the ALP and the collapse of the CPRS ‘stoked a 

crisis of confidence in his leadership’, leading to his replacement in late June 2010 by Julia 
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Gillard.60   On the day Gillard became Prime Minister, she made it clear she accepted the 

science of global warming and that the lack of a carbon price disappointed her.61  She 

argued that if successful at the 2010 election, she would build a ‘community consensus’ for 

change, and ‘reprosecute the case for a carbon price at home and abroad’.62  However, 

under the pressure of the election campaign, Gillard made her infamous statement that 

‘there will be no carbon tax under the government I lead’,63 actually reinforcing a pledge 

made by her Treasurer, Wayne Swan, only days earlier.64  The election did not deliver a 

majority outcome for either Labor or the Coalition; both won 72 seats each in the 150 seat 

House of Representatives.65  Yet, Gillard managed to form a minority government with the 

support of three independent members and one Greens member.  Despite these less than 

propitious circumstances, the government brought about ‘the most comprehensive climate 

policy ever introduced in Australia.’66 

As part of the negotiating process to gain support for her minority government, Gillard 

agreed to form a Multi-Party Climate Change Committee (MPCCC), designed to look at 

methods for Australia to reduce its GHG emissions.  The MPCCC included government, 

independent and Greens members, but none from the Coalition, which refused to take part 

in the process.  It is clear, however, that Gillard and the other parties signed agreements on 

the premise that the government would take decisive action on climate change policy.67  

The Committee recommended the government move to price carbon, eventually in the form 

of an ETS.  Government legislation proposed a fixed carbon price from 1st July 2012, later 

converting into a ‘cap and trade’ ETS from 1st July 2015.  The legislation supporting the 

CEFP passed both houses of parliament, without the support of the heavily critical 
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Coalition parties.  Making big polluters pay the costs of GHG emissions reduction should 

have been popular within the electorate and generous across-the-board compensation also 

meant that Australian households would not be financially worse off.  The headline figures 

show that Labor aimed to reduce emissions by 80 per cent by 2050, based on 2000 levels.  

Table 7.1 sets out an overview of the CEFP and the compensation elements written into the 

legislation.  It illustrates how the policy penalised carbon polluters who failed to innovate 

and how those economic proceeds would fund compensation in the community. 

Table 7.1 — Overview of Carbon Pricing under the CEFP68 

 

Earlier when Abbott became Opposition Leader he declared neither he nor the Coalition 

was bound by earlier bipartisan agreements on GHG emissions reduction programs.  Even 

though at that stage he did not have an alternative, Abbott declared the CEFP was ‘a giant 

new tax on everything’.69  He made ‘a pledge in blood’ to repeal the CEFP if he became 
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Prime Minister;70 asserting it would be his ‘first legislative priority’, even if it meant calling 

a double dissolution election to achieve it.71  The ALP replaced Gillard with Rudd as Labor 

leader and Prime Minister just prior to the 2013 election, an election that the party lost in a 

crushing defeat to the Abbott-led Coalition parties.  The Abbott government repealed the 

majority of the CEFP measures in 2014 and introduced legislation to support its Direct 

Action policy.  This was despite very few Australian economists supporting the policy.72  

The scheme paid carbon-emitting polluters to reduce emissions and those who chose not to 

participate did not suffer penalties.73  When Greg Hunt was Shadow Minister for Climate 

Action, Environment and Heritage, he argued the Labor Government wished to use their 

scheme to punish, and that the issue instead required an incentive-based approach.74  This 

stance is striking when the literature generally concludes market-based methods are more 

environmentally sound and price effective than regulatory controls.75 

The issue of global warming became a scientific, then a political issue in the 1980s.  Before 

the introduction of the CEFP Australian responses to the challenges of climate change were 

at best inconsistent, at worst non-existent, or ineffective.  According to Beeson and 

McDonald, Australian governments historically exhibited ‘an overarching preference for 

voluntary and economically-neutral measures with limited direct impact on emissions 

levels’.76  Governments did not use legislative influence designed to provide effective 

incentives, or disincentives for behavioural change.  Hamilton argues they succumbed to 
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the effects of the ‘greenhouse mafia’ of business interests opposed to climate change policy 

reform, and the power of departments such as Treasury, imposing views of economic 

interests ahead of other national interests.77  Unfortunately, these same governments set 

ambitious GHG emissions reduction targets that were not achieved. 

The Hawke and Keating governments held expansive world views, wherein Australia was 

part of an international community that could enact change through international 

agreements, but they failed to reduce emissions.  The Howard government believed in a 

more insular worldview in which Australian interests were narrow, self-centred and 

domestic, reliant on fossil fuels and predicated on a need to wait for a lead on action from 

powerful advanced economies, and they also failed to reduce emissions.  The outcome 

under both Labor and Coalition Governments was Australia’s emissions increased by 4.6 

per cent per annum between 1990 and 2006.78  Crowley asserts that Rudd wasted the 

opportunity of an open policy window based on the normative, political and policy 

circumstances surrounding him.79  Despite these background issues, once Gillard replaced 

Rudd as Prime Minister, she was also forced to pursue climate change as a headline policy, 

a process that led to the CEFP. 

7.2 Analysis of the CEFP 

The introduction of the CEFP was the most significant disruption to the Australian 

economy by government since the introduction of a goods and services tax over a decade 

earlier.  In the remainder of the chapter, I consider the clusters of variables in explaining 

such a major political, economic and social reform.  I begin by examining the role that 

economic conditions played in this reform. 
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Economic Conditions 

Williamson and Haggard identified crisis as an important factor in reform,80 confirming it 

as a ‘virtually undisputed common wisdom’ for economists and political scientists alike.81  

The relationship between the CEFP and economic crisis is distinctive.  The policy program 

was not born of economic crisis, nor did crisis affect its implementation, but the Coalition 

created the perception that crisis may result from a carbon price.  This action affected the 

durability of the CEFP by assisting to diminish the popularity of Labor’s climate change 

intervention policy. 

When Gillard became Prime Minister in 2010, Australia was not experiencing an 

‘economic crisis’ by most measures.  Her Treasurer, Wayne Swan, told Australians that the 

country’s economy was the ‘envy of the developed world’, preventing the government from 

using a crisis narrative.82  Of course at that stage Australia had largely avoided the worst 

effects of the Global Financial Crisis (GFC) and liquidity had recovered from the heights of 

the crisis.  Australia’s unemployment rate remained relatively controlled at around 5 per 

cent.  Although Commonwealth public debt had increased substantially, it was still 

relatively low by international standards.  Increasing expenditure by successive 

governments (less so under Gillard than Rudd) drove developing debt and budget problems 

and an eroding tax base resulting from tax cuts under the Howard and Rudd governments.83  

Despite these matters, the country was not experiencing an economic crisis, and the CEFP 

was not a response to one. 

While there was no immediate economic crisis, there was, according to scientific 

prediction, an emerging environmental crisis.  Such a slowly developing crisis is, however, 

difficult to harness in the pursuit of reform.  If policy-makers wait until their countries 
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experience widespread, serious effects of climate change, it is likely to be too late to 

remedy the problem.84  As argued in chapter 1, climate change reform is as much an 

economic reform as it is an environmental one.  In 1994, Williamson and Haggard and 

most scholars only associated economic crisis with immediate disruptions based on some 

sort of obvious economic loss (e.g. recession, depression, financial crisis, monetary crisis).  

Would-be reformers also need to be aware of the different requirements of slower moving 

‘crises’ such as global warming.  This is because ‘climate policy intersects with other 

societal goals creating the possibility of co-benefits or adverse side-effects.’85  The 

Managing Director of the IMF, Christine Legarde, argued the IMF worries about climate 

change because ‘a degraded environment leads to a degraded economy’ resulting in 

implications for the macroeconomy and fiscal policy.86 

Although the CEFP was a policy to deal with a slowly developing crisis, the Gillard 

government failed to consistently frame policies in those terms and therefore could not use 

the narrative to act as a shield against Opposition claims of a potential economic crisis 

resulting from carbon reduction policies.  Moreover, it was open to it to combat the 

Opposition arguments by emphasising the positive economic credentials of the CEFP using 

a policy-specific narrative, as an alternative to claimed environmental benefits.  Carbon 

reduction policies potentially promote new industries and depending on the scheme may 

assist to restructure and grow economies by adjusting and increasing the tax base.  Jobs 

created from environmental policy result in highly skilled roles,87 and more importantly, 

policies directed at energy efficiencies and carbon reductions produce a net growth in 

services sector jobs.88 
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Crisis does not always have to be a precondition for change, but instead policy opponents 

may use actual or concocted potential for crisis to supplant reform.  In this case, the 

Abbott-led Opposition harnessed residual concerns about the GFC and economic 

uncertainties about this major reform, to drive resistance to the CEFP.  At his first press 

conference after becoming Liberal and Opposition Leader on 1st December 2009, Abbott 

set the tone for his relentless attack on Labor’s climate change policies.  By that stage the 

Senate had voted down the Rudd government’s CPRS.  Abbott told the assembled 

journalists that even though he agreed with Rudd’s pledges on carbon reduction that he was 

taking to the Copenhagen conference, he could not agree with an ETS calling the CPRS ‘a 

giant new tax on everything’, a slogan he would repeat again and again over the next few 

years.89 

In the second reading speech of the Gillard government’s CEFP legislation in 2011, Abbott 

launched a spirited attack on the government, emphasising the laws relied on a lie, driven 

by a dishonest government, led by a duplicitous Prime Minister, who did not have the 

approval of the Australian people to implement the program.90  In the speech, Abbott 

constructed a narrative that the scheme would ‘change the way every single Australian lives 

and works.’91  He argued that prices would rise, productivity would deteriorate, and 

employment would collapse, leading to an economic crisis driven by an unnecessary and 

pointless desire to reduce carbon pollution.92  This was an unrelenting barrage that resulted 

in Abbott’s ascendancy to the prime ministership in 2013.  There is evidence that before the 

CEFP commenced on 1st July 2012, many Australians feared a carbon price would increase 

living costs.93  It is likely that Abbott’s persistent campaign about the economic costs of the 

plan and the potential for political crisis added to disquiet in the community, but in a 

relatively short period, this concern largely dissipated.94  This suggests that the reasons for 
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the continuing negative view of Gillard and her government went beyond carbon pricing 

alone.  There was a general distrust of the government.95 

Economic crisis was not a material contributing factor to Labor conceiving and introducing 

the CEFP.  Initially the actions of the Abbott-led Opposition provided an antithesis of the 

crisis hypothesis.96  The Opposition created concerns about economic issues that it said 

would arise from the policy and coupled those to instinctive preferences for the status quo 

to mount its anti-carbon price arguments.  In time, however, the community became less 

concerned about the economic effects of the carbon price. 

I argue external help available from organisations and individuals was significant in 

conceiving and implementing the CEFP.97  External help was influential in the sense that 

the government conceived and implemented the CEFP with the assistance of intellectual 

factors transmitted from offshore.  Australia, like most nations, has often acted under the 

influence of international bodies when making decisions responding to the challenges of 

climate change.  Domestic interest groups, research bodies and think tanks influenced both 

the Rudd and Gillard governments concerning climate change policy.  International 

organisations such as the World Bank,98 the IMF99 and the United Nations100 have accepted 
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a role researching the implications of climate change and made their findings and advice 

widely available, and offering policy solutions for this ‘wicked’ policy issue.  In an irony 

for Australia, the IMF has argued for a global push to increase taxes on heavy polluting 

energy sources as the most effective method to slow the rate of GHG emissions.  When 

launching the Fund’s policy entitled Getting Energy Prices Right: From Principle to 

Practice, Christine Lagarde encouraged governments not to wait for the effects of 

international agreements, but to act without delay.101  The difference in the case of reforms 

associated with climate change is the often politically-charged blurring of the interactive 

and interrelated issues of both the climate and economic aspects of the problem. 

In Garnaut’s 2011 update report about climate change, he details at length about changes in 

behaviour around the world, the nature of pledges made by countries to reduce emissions, 

and the methods used to work towards reduction goals.  He refers expansively to other 

schemes, such those in Europe, New Zealand and elsewhere.102  He recommended the 

creation of the MPCCC, based on the UK Committee on Climate Change, and a move 

towards a carbon price and ETS.  Following the UK example, Garnaut argued the MPCCC 

advise on the structure of a carbon price and its conversion to an ETS, the nature of 

emissions reduction targets, and other structural and complementary issues.103  External 

intellectual influences helped to promote the conception and pursuit of carbon reduction 

policies in Australia under both the Rudd and Gillard governments.  Therefore, external 

help from the transference of ideas from other countries, coupled with the work of local 

experts such as Garnaut significantly influenced the adoption of a carbon price. 

Even though it may not have been economic crisis that was instrumental for Labor in this 

case, and even though external help influenced the policy program, it was the political 

conditions of minority government following the 2010 election that drove Labor to again 
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pursue climate change policy intervention.  It was also the political conditions that 

eventually tore the policy program asunder.  I consider the part played by the political 

conditions in the following section. 

Political conditions 

The political conditions in this case were a contributing factor to the development of the 

CEFP, but, as with the economic conditions not in the manner the variables might suggest.  

To reiterate, the five elements of the political conditions cluster are a political honeymoon; 

solid political base; fragmented and demoralised opposition; social consensus and a 

visionary political leader.104 

Without an absolute majority, Gillard could not govern with the freedom a political 

honeymoon may normally provide, as it did for the other two Labor governments studied in 

this dissertation.105  The Gillard government was never widely popular in the community, 

something reflected in electoral and opinion polling research.  Figure 7.2 reproduces 

Newspoll opinion poll data, showing the relative position of the major political parties from 

2010 to 2014.  After a brief, initial spike in support for the ALP in two-party preferred 

terms after Gillard displaced Rudd as Prime Minister (ALP 55, Coalition 45), the Labor 

Party only ever led the Coalition in polling research again on one occasion while Gillard 

was leader.  The actual 2010 election two-party preferred vote was almost exactly evenly 

split, with the ALP gaining 50.12 percent and the Coalition 49.88 percent.106  The equal 

worst result in research polling was in November 2011 (just before the Senate passed the 

CEFP into law), when the Coalition led Labor 59 percent to 41 per cent.  Despite some 

aberrations in the data the overall trend for the ALP was to trail the Coalition in popularity 

for the entire period, depicted in figure 7.2.  Interestingly neither Gillard nor Abbott were 
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ever popular leaders in the period in question (or thereafter) despite the sometimes huge 

gap in voter intentions.107 

Figure 7.2 — Federal two-party preferred vote 2010-14108 

 

 

 

 

 

 

 

 

Certainly, Gillard’s development and implementation of the CEFP occurred without delay, 

which can be an important way to make use of early popularity.109  In this case, however, 

political necessity instead forced the government’s hand.  Gillard’s decision to introduce 

the CEFP early in her term, despite the absence of a political honeymoon, was due to the 

government’s reliance on support from the Greens.  It was the absence of a strong 

independent political base that drove the introduction of the reform program. 

The lack of a solid political base assisted to compromise the government’s policy program.  

As noted earlier, Williamson and Haggard argue a solid political base is important for 
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practical and more abstract purposes.  Practically, it allows a government to pass its reform 

legislation, but it also speaks to its legitimacy to rule.  Gillard led a minority government, 

which relied on support from the Greens and independents, who provided the votes needed 

to pass the legislation in both houses.  Nevertheless, while it did not hold ‘a ‘solid base of 

legislative support’,110 it held sufficient control of the parliament to implement the CEFP.  

In other countries where coalition governments are more common there is the possibility 

that reforms will be more durable because a number of parties have invested their political 

capital in the policy program.  In this case, however, multiparty support undermined the 

legitimacy of the reform.  One reason, perhaps, is that Australian voters have tended to vote 

in two large blocks, supporting either Labor or the Coalition parties. 

In the case of a ‘mandate’ and a government’s legitimacy, the Gillard government lacked a 

solid majority.111  Supporters of this element of the variable argue that the larger the 

majority a government holds, ‘the stronger the base on which to legislate its reform 

program.’112  This helps to explain the attitude of many in the Australian community 

towards both the CEFP and the government more generally, and to success of the 

Opposition’s ‘anti-trust’ campaign.  From the beginning, the Abbott-led Opposition argued 

that the Gillard government was not a legitimate government and lacked a general mandate. 

For instance, the Shadow Treasurer Joe Hockey told a doorstop press conference when 

Gillard formed government in 2011, that: 

This is an illegitimate government.  It is the first time, certainly since World War II, that 

a party - either Liberal or Labor - with the fewer seats forms government.  That is 

inherently unstable … Julia Gillard didn’t win the vote.  She didn’t have the majority of 

seats.113 

This became part of a political narrative by a number of Coalition members in the aftermath 

of the 2010 federal election,114 repeated at various stages during the rule of the government, 
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including when it implemented the CEFP.  The Opposition also argued that the Gillard 

government lacked a policy-specific mandate to pursue a carbon price because the policy 

was not taken to the 2010 election and, indeed, Gillard had specifically undertaken not to 

introduce such a policy.  At the second reading of the CEFP legislation, Abbott told 

parliament that, ‘not only does this government not have a mandate to do what it is 

proposing; it has a mandate not to do what it is proposing.  That is why this package of bills 

is so disastrous for our democracy.’115  When the CEFP legislation passed the Senate on 8th 

November 2011, Abbott again argued the government did not have a mandate to pass the 

law.  Instead, he called the laws a ‘betrayal of the Australian people’ and insisted that ‘at 

the next election I will seek a mandate from the Australian people to repeal this tax.’116  In 

this case it was a weaker political base that drove the policy change, not a stronger one 

envisaged in the variable.  Conversely, Abbott’s ‘mandate’ to repeal the program when 

Australians elected his government in 2013 provided it with the ‘legitimacy’ that the 

Gillard government lacked. 

As implied in the earlier discussion, Gillard did not experience a fragmented and 

demoralised opposition.  Williamson and Haggard hypothesised that in general, reform 

faces an easier path when the ‘opposition is discredited and disorganized (or repressed)’.117  

By the time of the election, the federal Coalition had settled its leadership tensions.  

Abbott’s leadership victory also effectively settled the Coalition’s position on climate 

change policy.  This had been a challenging area for the Opposition since the time of the 

election of the Rudd Government.  Turnbull’s predecessor as leader, Brendan Nelson, 

found it difficult to balance the conflicting views on climate change in the party room and 

the issue contributed to his replacement with Turnbull.118  Turnbull, in turn, accepted the 

science of climate change, but inherited the same fragmented views amongst his party 

colleagues.  When Turnbull negotiated ‘in principle’ support for an ETS with Rudd he did 
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so with all National Party representatives opposing negotiations.119  In his own party, 

perhaps as few as twelve out of fifty-nine members were supportive of his actions.120  

Internal party room differences about an ETS and consequent negotiations with Labor led 

to the vote on the 1st December 2009 that saw Abbott victorious over Turnbull for the 

Liberal leadership by a single vote.  At that stage the Liberal Party was a fragmented and 

demoralised political opposition. 

The new leader was a self-confessed climate change sceptic, who succeeded in uniting the 

party and federal Coalition behind him.  Abbott held an almost zealous dislike for climate 

change intervention policy,121 based on his rejection of the scientific orthodoxy.122  He 

assisted his path to unity by also rejecting the bipartisanship which had split the Opposition, 

and mounted and maintained a government ‘lie’ campaign that was so effective that even 

some supporters of the policy realised the political advantages of Abbott’s position.  Abbott 

argued that neither he nor his party was bound by any negotiations conducted by Turnbull, 

including any undertakings in relation to any scheme to price carbon.  In doing so, Abbott 

fortified his leadership by using the issue as a rallying point for dissent against the Gillard 

government.  He took advantage of diminishing public support for climate change 

intervention policies in Australia. 

Political aspirations and ideological underpinnings are important in political leadership and 

the pursuit of government.  For Abbott, they acted as a driving force and a unifying factor 

consolidating internal support.  Abbott appeared emboldened to subject the Gillard 

government to constant, calculated and relentless campaigns about debt and policy 

prescriptions, and he repeatedly goaded Gillard over leadership issues.  Although Abbott 

was never a popular leader, the Coalition maintained winning leads in opinion polls, 
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reflected by its success in the 2013 election.  Criticisms of the CEFP were often in the form 

of glib slogans.  In the lead-up to the election, Abbott delivered a consistent narrative 

wherein he renamed the CEFP a ‘carbon tax’, and used catchphrases such as ‘axe the tax’.  

He presented a tight story, with him as the hero and the Greens and ‘Ju-liar’ Gillard as the 

villains.123  The Abbott-led narrative about the government, the Prime Minister and the 

legitimacy of the CEFP fuelled a further deterioration in popular support, which affected 

the prospects of durability for the scheme.124  The Coalition’s campaign helped to further 

undermine the heights of social consensus in favour of climate change policy reform, 

reached during the first term of first Rudd government. 

As argued above, when a government develops a social consensus for policy change, the 

reform is more likely to be durable.125  Sustained popular support for a policy program 

normalises the reform, reducing the likelihood that the community will yearn for pre-

existing certainties.  The policy history of carbon reduction schemes under both Rudd and 

Gillard provides a classic example of how governments may weaken a pre-existing policy 

social consensus.  When Australians elected the Rudd government in 2007, they still 

strongly supported the implementation of policies reducing GHG emissions.  The number 

of Australians agreeing that climate change was a ‘serious and pressing problem’ peaked at 

68 per cent in 2006.126  As The Lowy Institute Poll 2014 data reproduced as figure 7.3 

illustrates, Australians then began to waver in this view.  Their immediate concern for 

global warming declined over the next five years, collapsing to its lowest point of 36 per 

cent in 2012, the same year the carbon price began.127  Instead of continuing to inspire 

public support and maintain a social consensus, Rudd’s actions exasperated many of the 

Labor Party faithful and sympathetic swinging voters alike.  The data displayed in figure 

7.1 shows the collapse of Labor support as Rudd vacillated on policy and the accelerated 

declines that coincided with the rejection of the CPRS legislation and its later deferral. 
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Figure 7.3 — The Lowy Institute Poll Data 2014128 

 

 

 

 

 

 

Rudd postponed a policy he said was necessary to address the greatest moral challenge of 

the generation, damaging his personal credibility and that of his government.  If he thought 

postponement would help to shore up his political stocks, he was sadly mistaken.  

Abandoning the policy gave the impression that Rudd and the ALP would compromise 

principles when political conditions became difficult.129  As noted, Rudd’s decision to 

abandon an ETS, and his subsequent unpopularity, were significant influencing factors that 

convinced Labor members to replace him with Gillard.130  Even though Rudd’s actions (or 

inactions) played a major role in promoting the community’s collapsing support concerning 

climate change policy reform, Gillard’s consensus could not be quickly rebuilt.  After all, 

Gillard herself made her ‘no carbon tax’ commitment days before the 2010 election.131  The 

government implemented the program in spite of consensus, not because of it. 

A politician who manifests visionary political leadership displays qualities of strength; 

commitment; a willingness to take risks; and an agenda based on a vision.132  These 

qualities cannot stand alone without an ability to use words and actions to inspire followers.  
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These words and actions need to articulate an idealised future133 that attracts followers to 

conceive a different, yet attainable world.134  Vision leads the reform process, and it is 

strength, commitment and risk that are agents for attaining goals.  Gillard clearly did not 

view leadership in this way.  On the day Gillard became Prime Minister, she said she 

believed, ‘that ‘leadership’ is about the authority that grows from mutual respect shared by 

colleagues … and from hard work, team work and spirit.’135  Leadership in this context, 

however, is about so much more. 

Macintosh and Denniss argue Gillard was not a ‘strong, visionary leader’, who had only a 

limited interest in climate change policy.136  She was challenged by the circumstances by 

which she came to office and her need to govern in a minority government; and by some 

problematic personal traits.  Gillard did not display true visionary political leadership and 

instead used a ‘borrowed’ vision, forced on her by the agreements with the Greens and the 

independent members of parliament.  These strictures made it difficult for her to convince 

the electorate she truly believed in the CEFP. 

Visionary leadership must also show strength.  Gillard demonstrated strength of purpose in 

introducing a hitherto untried market-based mechanism to deal with the externality of 

climate change.  Her strength was on display as she guided the ALP back to a climate 

change intervention policy, so soon after the postponed CPRS.  Gillard showed strength in 

her negotiations with the independents and Greens.  The Greens desired a more radical 

policy, as reflected in their rejection of the different forms of the CPRS.  Last, she revealed 

strength in her announcements to the community and her relentless pursuit of the policy 

throughout her term in minority government.  This was particularly so in light of the 

sustained political and personal attacks from elements of the media and the Coalition, 

whether her actions were effective or not. 
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Visionary leadership shows commitment.  Gillard’s actions immediately after becoming 

Prime Minister in 2010 indicated carbon pricing was a low political priority for her.137  

Indeed she had been one of those who had encouraged Rudd to postpone his CPRS, 

believing the tide for political change on the issue had receded.138  Gillard wished to govern 

and the CEFP was simply a necessary commitment she made to achieve that result.  Gillard 

presented the CEFP to sympathetic audiences, ‘as progressive, as part of a reformist 

tradition, and her proposal as historic (using grand phrases such as ‘for the first time since 

the industrial revolution’), and ambitious.’139  When speaking to unreceptive audiences, 

Gillard framed ‘the reform as being minimal in comparison to international standards, 

having minimal disruptive effect, and as being forced by external forces.’140  Although 

politicians shift style to suit particular audiences, Gillard did not possess the widespread 

political capital or trust within the electorate to represent apparently inconsistent narratives 

about such a crucial policy proposal, thereby bringing into question her commitment to the 

reform. 

Visionary leaders show they have a willingness to take risks.  The surveys referred to in 

this case study show there was never widespread support within the Australian electorate 

for the CEFP.  By accepting the challenge to introduce a carbon price in those 

circumstances, Gillard took considerable risk both personally and for the government.  The 

risk was amplified because the policy provided the Abbott-led Opposition with a singular, 

focused and unifying basis for political attacks.  Even as the community backlash and the 

Opposition’s exaggerated claims of an economic crisis subsided to an extent, 141 many 

continued to view the reform as a breach of trust, driven by a Prime Minister who had 
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earlier said she would not introduce a carbon price.142  Even the positive merits of a 

program are in jeopardy in such circumstances. 

A visionary leader channels all the qualities discussed above into the vision of the reform 

initiative itself.  Gillard displayed some aspects of both the transformative and transactional 

styles of leadership in order to attempt to achieve her goals.143  She showed some 

transformative style by attempting the CEFP in the first place.  This also required Gillard, 

however, to inspire enough followers to accept the vision, which unfortunately for her and 

her government she was unable to achieve.  Gillard’s transactional style was on show when 

she managed the expectations of large polluters and parts of the environmental movement 

when introducing the policy, and in the scheme of compensation.  Yet, she found it difficult 

to overcome the Coalition’s campaign to convince the community they would be 

financially disadvantaged by the program, despite Treasury modelling showing the contrary 

to be the case.144  Gillard demonstrated she was pursuing a vision by showing she 

conceived of a different future—an extraordinary change, not just another goal,145 yet it 

was not her vision.  She struggled to persuade Australians to visualise a transformed world, 

one in which she genuinely believed.  Gillard faced the unenviable appearance of being a 

‘Janus’ politician who was ‘an enterprising, diligent but pragmatic facilitator with a strong 

command of her brief, and the object of genuine admiration and affection from her public 

service in the Canberra-village.’146  At the same time there existed the ‘dominant ‘Ju-liar’ 

narrative in the public realm in which Gillard was portrayed by a negative and gender-

biased media faction as untrustworthy and incompetent.’147 
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Many accepted the Abbott narrative that portrayed Gillard as an ‘illegitimate’ Prime 

Minister.148  Evans and McCaffrie argue that Gillard’s action in ‘overthrowing’ Rudd 

seriously reinforced her own collapse in popularity in three ways.149   First, Rudd did not 

accept the situation and ‘was at best a destabilising influence and at worst an open 

saboteur.’  Second, many in the community resented how Gillard toppled Rudd, because 

despite his problems, he had been their choice as Prime Minister.  A sizeable portion of the 

media depicted Gillard as ambitious, a virtue respected in male leaders.  Gillard’s ambition, 

however, was something to be mistrusted.  According to Hall and Donaghue, these 

widespread attitudes towards Gillard were consistent with ‘the growing literature that 

suggests that power-seeking characteristics in women are viewed negatively, unless they 

are combined with overt evidence of communal qualities’.150  Third, due to the nature of 

Gillard’s rise to power, she was constantly required to explain why she replaced Rudd.  It 

became crucial for her to show that where Rudd could not complete projects, she was 

competent and able to do so. 

Gillard’s own actions created credibility and trust issues for her and damaged perceptions 

of her leadership qualities.  During the 2010 election campaign she announced that, ‘it’s 

time for me to make sure the real Julia is well and truly on display’,151 perhaps causing the 

electorate to question which version might become prime minister if they voted Labor.  

Once elected and arguing for the immediate need of a carbon price, some voters may have 

recalled that Gillard had strongly encouraged Rudd to discard his own carbon-pricing 

scheme.  One reason for discontinuing the CPRS was deteriorating government popularity 

and yet in 2010 Gillard argued for another scheme as a step for her to govern in a minority 

government. 

This reform was not implemented during a political honeymoon or with a solid political 

base.  The government came to power on a minority basis and for many in the community; 
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it lacked legitimacy, as did this headline policy.  Diminished public support for climate 

change intervention policy, nurtured by Rudd’s indecision, ensured Gillard enjoyed 

insufficient social consensus to support the CEFP.  That different government was the 

Abbott government, elected in a landslide in 2013, after its leader had stridently attacked 

Gillard and the CEFP.  At that stage his leadership was not of a fragmented and 

demoralised opposition.  Instead his concentrated political criticisms consolidated support 

within the Coalition and reminded the community of the negative points raised here about 

the Prime Minister and climate change policy.  Importantly, Gillard’s work on the CEFP 

was not linked to visionary political leadership.  No matter the strength and risk she 

assumed on behalf of herself and the government, she had difficulties convincing 

Australians of her commitment to a policy of carbon-reduction, based on a vision borrowed 

from her minority government partners.152  The discussion of the policy here identifies 

interests that may have driven change.  In the following section of this chapter I examine 

underlying ideas that inspired reform, and consider whether they constituted a paradigm, 

whether the CEFP represented an example of Hall’s paradigm shift, and how valence 

affected the reform’s prospects for success. 

Role of Ideas 

The role of ideas is the fifth ‘cluster of reform’ in the conceptual framework for this 

dissertation.  New ideas are important because they potentially inspire a leader, shape a 

reform program and provide the vigour for a leader to prosecute the case for change.  This 

section examines these ideas and the paradigm that shaped Gillard’s thinking, in relation to 

two aspects, or elements.  These are the nature of the policy paradigm and its valence.153  

These elements influence the durability and acceptance of a reform, and have the potential 

to create new institutional and cultural norms.  In particular, the section examines key 

aspects of the policy against the dimensions conceptualised by Daigneault to determine 
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whether substantial change caused a paradigm shift to occur.154 Ideas motivate policy 

proposals and motivate the state to enact change.  By measuring the nature of paradigm 

change it is possible to determine the extent to which certain ideas have permeated the 

policy-making process and whether they become significant in the community.  The section 

then goes on to consider the issue of valence.  In what follows, the chapter compares and 

contrasts Australia’s ‘traditional’ national approach to GHG emissions reduction and the 

methods reflected in the CEFP, to determine whether this was a case of Hall’s third order 

change.155 

First, in relation to the appropriate role of the state, the CEFP exhibited marked differences 

from historical approaches that purported to deal with GHG emissions.  Prior to the CEFP, 

successive Australian governments were typically passive about climate change policy 

intervention.  Even though Australia attended international conferences and executed 

agreements for several decades, GHG emissions continued to rise.  This was because 

governments did not back stated ideals with effective legislation and funding.  Instead, they 

waited for a widespread global approach, or at least action from major emitters such as 

China and the United States.  By contrast the CEFP was explicitly interventionist.  It 

provided legislation to establish a fixed price on carbon, to be later converted into a market-

based scheme that was to fund major change away from industries based on fossil fuels.  

The scheme allowed Australia to interact with other existing and emerging carbon-pricing 

schemes around the world.  Under the CEFP, Australia would not be a leader but, it would 

be an early participant.  The government’s ambitious GHG emissions targets also genuinely 

supported international agreements.  While previous Australian governments adopted a 

passive approach to climate change, the Gillard government adopted an assertive state-led 
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approach, underpinned by a belief that only the state had the capacity and determination to 

enact change.156 

Second, the CEFP showed the government held a conception of the problem.  The Coalition 

struggled with climate change because, in addition to concerns about the ‘national interest’, 

some members were sceptical about the science of climate change.  While the ALP at times 

shared these concerns about the ‘national interest’, it accepted the existence of climate 

change and Gillard herself recognised that human beings ‘contribute’ to the problem.157 

The third aspect for Daigneault is the policy ends and objectives.  Earlier governments left 

these ad hoc and vague, relying instead on aspirational targets for emissions reduction that 

were not achieved, education campaigns that ignored psychological barriers to 

environmental policy reform, and legislative intervention that eschewed price signals.  The 

CEFP, by contrast, offered something very specific including an emissions reduction target, 

investments in new industries, links to other ETSs, the re-allocation of resources across the 

economy, and business certainty to encourage investment in renewable technologies.  The 

government would fund renewable and low-carbon technologies (including conception, 

design and manufacture) by means of organisations such as the Clean Energy Finance 

Corporation.  In doing so, the government could reallocate resources from major polluters 

to compensate consumers, alleviate some of the transition costs, and fund industrial 

innovation and adaptation towards renewable technologies.  The CEFP also offered the 

opportunity to link into international schemes and offered business certainty in sectors such 

as power generation.158 

Last, the CEFP contained ideas about the appropriate policy ‘means’ to achieve the 

government’s objectives.  Previous approaches relied on voluntary change in community 

and business, and ad hoc spending on projects to plant trees, for example, which were 
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ineffective given emissions continued to rise.  The CEFP made major polluters pay a price 

on carbon and was generally consistent with international best practice.159  This approach 

appeared to be yielding results under the Gillard government’s CEFP, as emissions fell in 

the first year of the fixed price on carbon.160 

When assessed against Daigneault’s four fundamental dimensions of a policy paradigm, the 

CEFP represented a significant departure from the previous paradigm.  Moreover, the 

program was internally coherent.161  On the face of it, by Daigneault’s measure, this was a 

rare example of Hall’s third order change in policy paradigms, but the situation is not that 

straightforward.  It was not a proper paradigm shift.  Shift occurred at a government level, 

but the program lacked durability, as it was not widely and consistently embraced by the 

community.  Shift needs to occur at multiple levels.  The CEFP could not withstand the 

interests associated with the old paradigm.  The conclusion is that technical paradigm shift 

does not always lead to a policy that endures.  The policy worked against the Gillard 

government and although it lost power for a multitude of reasons, the handling of the 

carbon price was certainly one factor in the backdrop to the election.162  The ideas inherent 

in the policy program did not inspire Australians enough to re-elect the government on this 

important policy initiative alone.  Ideas such as that Australia needs to act on emissions, 

that there are costs to doing so, and that inaction will lead to consequences at economic, 

social and environmental levels.  If the ideas do not inspire a shift in thinking within the 

community, then policy durability is put at risk. 

The electorate did not develop a strong emotional connection with the CEFP.  As discussed 

already, policy ideas may generate ‘attractiveness or aversiveness’ that assists them to 
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‘sticky’ within the community,163 based on its emotional appeal.164  Cox and Béland’s four 

important characteristics of valence help to explain the CEFP’s lack of durability.165 

First, there is a time expiration factor for ideas; initially they have a fresh status that fades, 

making them far less attractive.  When Rudd became Prime Minister, he raised expectations 

for climate change policy reform.  The polls discussed earlier suggest that the attractiveness 

of the ideas that were fresh under Rudd may have faded, and become less attractive to the 

electorate.166 

Second, timeliness of an idea is important.  Windows for change both open and close,167 

that potentially provide weapons or road maps in political battles when others accept policy 

ideas.168  The policy window of opportunity for the CEFP opened once Gillard received 

support for her minority government.  The timing for this policy program, however, was 

not ideal for two reasons.  First, as discussed at length in this case study, the wider political 

conditions were no longer propitious for climate change intervention policy as popular 

support had deteriorated in the community.  Second, vested interests and historical 

ambivalence to GHG emission reduction policies acted as a major stumbling block for 

change.169  The Gillard government reform became an opportunistic historical aberration, 

following a background of two decades of governmental procrastination.170  The policy 

process moved quickly due to the political circumstances and ideas that had emerged in the 
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CPRS remained, waiting to be re-enlivened into the CEFP.  The ideas presented as ‘a viable 

solution readily available in the policy stream.’171 

Third, is the level of abstraction.  Higher levels of abstraction in ideas potentially evoke 

emotion, increasing the intensity of their attraction, whereas more detailed explanations 

potentially strain the attention of the community.  Gillard did not use higher levels of 

abstraction when she introduced the carbon price, with her government instead providing 

complex detail to the community about the CEFP.  In contrast, the Abbott-led Opposition 

exploited a high level of abstraction in its campaign against the policy, when their leader 

constantly called it ‘a giant new tax on everything’.172 

Last, policy entrepreneurs perform a pivotal role in both defining ideas and making them 

legitimate for others.  It was problematic for Gillard to be an effective entrepreneur because 

she suffered from the legacy of Rudd and his postponed CPRS.  In those circumstances, she 

projected a manufactured vision that made it difficult for the community to form an 

emotional attachment to the CEFP.  It is difficult for the electorate to view a politician as a 

credible entrepreneur when they promote a policy proposal that has been such a low policy 

priority for them.  The destabilising effects of internal ALP leadership conflict only 

compounded the challenges faced by the Prime Minister.  In addition, Gillard’s own words 

before the election that she would not introduce a carbon tax further weakened the potential 

for valence when she contradicted her words with her actions.  These issues and the 

relentless personal attacks on Gillard diminished her opportunity to be the entrepreneur 

necessary for the durability of the CEFP.  The real policy entrepreneur in this case was 

Garnaut, but he was neither a politician nor a technopol. 

Despite these challenges, Gillard attempted to establish valence.  Compensation provided in 

the program exhibited fairness and equity for those on lower incomes, and indeed for most 

of the electorate.  Regrettably for the durability of the CEFP, the political conditions of the 
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period overwhelmed the development of emotional attachment for the majority of 

Australians. 

The CEFP offered a policy program that was a new paradigm.  It showed substantial 

change to the environmental policy framework as policy-makers and the public alike 

conceived of different approaches to the policy problem of GHG emissions reduction.  This 

makes the shift an example of the initial change to a new paradigm.  Although a technical 

policy paradigm shift, the electorate proved fickle in its support for change.  The 

recognition by the Coalition of climate change as a policy problem, as evidenced by their 

development of Direct Action, shows the reduction of GHG emissions will remain on the 

Australian policy agenda.  Lower-cost renewables will eventually dominate, with or 

without a carbon price, but a price on carbon would hasten that transition.  A paradigm shift 

does not always lead to durable policy, but the setback is likely to be temporary, as 

structural economic and environmental imperatives weaken the rear-guard actions of the 

old fossil fuel paradigm. 

Economic Team 

As the previous sections show, political, especially electoral factors can be important in 

reform.  While wider electoral conditions matter, the internal organisation ‘of the economic 

policymaking apparatus’, also often makes a significant contribution.173  In addition to the 

coherent economic team, the cluster considers the presence of a technopol.174  By May 

2011 the Gillard government had two Reviews from economist Ross Garnaut available to 

it, the advice of an independent Committee, and an outline design for its carbon pricing 

scheme.  Both the personnel and the body of advice were coherent and comprehensive. 

Gillard built her coherent economic team around Ross Garnaut and he played a pivotal role 

in the process of developing the CEFP.  While he was not a climate scientist, Garnaut had a 

strong research history in the economics of global warming.  The federal, state and territory 

governments commissioned Garnaut in 2007 to complete an independent study to assess 
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the, ‘impacts of climate change on the Australian economy.’175  He delivered two 

comprehensive reports on Australia’s climate change policy options (Garnaut Climate 

Change Review in 2008 and The Garnaut Review Update 2011 - Australia in the Global 

Response to Climate Change).176  Gillard requested Garnaut to update his 2008 Review and 

in particular to examine whether significant changes had occurred that would affect his 

earlier key findings and recommendations.177  Both his 2008 and 2011 Reviews provided 

methods to combat the advance of climate change and the role Australia should be playing 

in the process. 

As discussed in chapter 6, Garnaut had supplied extensive economic policy advice to the 

Hawke government.  Garnaut’s previous relationship with Labor governments made him a 

target for opponents of climate change policy reform and those seeking political power in 

the federal Opposition.  The Opposition immediately criticised his 2011 report.  Abbott 

argued Garnaut’s recommendation for an independent committee to set the initial fixed 

carbon price was taking decisions away from elected, accountable politicians, leading to a 

‘democratic deficit’.178  His criticism was hyperbole because governments across Australia 

regularly received advice from consultants that translated into policy outcomes.  It also 

denied the influential role played by ‘undemocratic’ institutions such as the RBA, or 

Treasury.  Abbott’s criticism aimed to cleverly disparage Garnaut’s work, without the need 

to resort to climate change scepticism or denialism, or even to properly analyse the merits 

of his arguments. 

After the election, Garnaut became one of the members of the newly formed the MPCCC.  

Gillard established the MPCCC as part of the agreement with the Greens.  On the 27th 

September (just over a month after the election), Gillard announced ‘the membership and 

terms of reference for the … [MPCCC] to help build consensus on how Australia will 

tackle Climate Change’ and ‘explore options for the introduction of a carbon price.’179  At 
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this stage, Gillard was conscious that any scheme that would emerge from the work of the 

Committee would have profound economic implications for Australia.  She argued in a 

press release that ‘the Committee will start from the position that a carbon price is an 

economic reform that is required to reduce carbon pollution, to encourage investment in 

low emissions technologies and complement other measures including renewable energy 

and energy efficiency.’180  At the same time the press release made it clear that the 

government intended to pursue a carbon price without delay, and all that was in question 

was its form. 

The Prime Minister chaired the MPCCC, with the Deputy Prime Minister, and the Minister 

for Climate Change and Energy Efficiency, Greg Combet, as deputy chairs.  Members from 

the Greens and independent members took up the other parliamentary representative roles 

on the Committee.  Although the government invited the Coalition to supply two members 

to take part in the process, they declined the offer.  To assist with the process, the 

government also appointed independent experts to ‘support the Committee as expert 

advisers.’181 

The government nominated the experts Will Steffen, Rod Sims, Patricia Faulkner and Ross 

Garnaut, for their expertise in climate change research, policy development, economics, 

and social policy.182  Will Steffen was the Executive Director of the Australian National 

University Climate Change Institute and a science adviser to the federal Department of 

Climate Change and Energy Efficiency.  Rod Sims was a company director and Chairman 

of the Independent Pricing and Regulatory Tribunal in NSW, and a Commissioner with the 

National Competition Council.  Previously he had been the Principal Economic Adviser to 

Bob Hawke and the Deputy Secretary of the Department of Prime Minister and Cabinet, 

and the Department of Transport.  The government selected Patricia Faulkner to provide 

advice on the effects of climate change policies ‘on the more disadvantaged people’ in the 

community.183  She had worked in both public and private sectors and was at that stage the 
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Australian Social Inclusion Board and the Chair of Jesuit Social Services.  She was also a 

Chair and Member of a range of health care and government advisory boards.  Taken 

together, the MPCCC constituted a strong economic team and it set about developing a 

comprehensive plan. 

On 24th February 2011, the MPCCC published its framework for a price on carbon and on 

the same day Gillard accepted that framework, calling a press conference to explain the 

government’s position.184  She surrounded herself with members of the MPCCC, and 

announced the release of the Committee’s document that described ‘a proposed carbon 

mechanism.’185  That ‘broad architecture of the carbon price mechanism’, was later 

reflected in the legislation that introduced the CEFP, 186 and this relied heavily on the work 

of Garnaut.  The leader of the Greens, Senator Bob Brown told the assembled media at the 

joint press conference that the scheme design was the result of ‘a hybrid process for a fixed 

price move to a cap and trade system which we actually developed from Professor 

Garnaut’s ideas some twelve months ago.’187  The independent member Tony Windsor 

(who was also a member of the Committee) argued: 

In my view, and one of the reasons I wanted to be involved in this Committee, was we 

wanted Professor Garnaut to look at the international stage as to what was happening, 

either with or without the emissions trading schemes, what is happening globally, and 

also for the Productivity Commission to look at some of these competitive aspects and 

the impacts of various prices and different systems on our nation.188 

Much of the design of Rudd’s CPRS was re-enlivened in Garnaut’s work with the MPCCC, 

expressed in its recommendations, and reflected in the ‘architecture’ of the CEFP.189  
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Crowley argues the CPRS ‘significantly informed’ the latter CEFP, meaning it was more 

difficult for Gillard to separate herself from the convoluted history of that policy.190 

Gillard widened her scope of advice in the impending shadow of the CEFP, in order to 

build a stronger consensus for change through consultation about the practical issues 

surrounding the introduction of carbon pricing.  The government established a number of 

advisory groups to assist with the concept of carbon pricing.  These included a Business 

Roundtable on Climate Change;191 an Environment and Non-Government Organisation 

Roundtable on Climate Change; the Land Sector Working Group; and subgroups of the 

Business Roundtable, including the Industry Transitional Assistance Working Group and 

the Energy Sector Working Group.192  By February 2011, the Gillard government instituted 

the Climate Commission to offer independent and reliable information about the science of 

climate change, international action to combat the phenomenon, and the economics of a 

carbon price.193  Besides the bodies of advice available to the government, there also 

existed the international precedents for GHG emissions reduction schemes constructed 

around market-based mechanisms, including most notably that which existed in the 

European Union.194  Even though there were a number of sources of advice available to the 

government to develop the scheme, the presence of a technopol within the Cabinet may 

have assisted the ‘selling’ of the program to the electorate. 

Williamson and Haggard argue that, irrespective of the quality and variety of advice, the 

presence of a technopol, either in a leadership role or in Cabinet, can be helpful because 

their presence enhances the likelihood of success for a reform program.195  It is important to 

remember that this person is ‘an economist-turned politician.’196  Julia Gillard was not a 

technopol.197  Moreover, no other member of Cabinet assumed this role despite the 
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possibility that the government may have projected enhanced policy credibility if a 

politician with economic qualifications and experience had promoted it.  The initial Gillard 

Cabinet comprised twenty ministers, seven of whom held formal economics education at a 

tertiary level.  The relevant minister Greg Combet198 brought two assets to the role.  First, 

prior to his election to parliament he had served as the secretary of the Australian Council 

of Trade Unions.  Given the CEFP would have promoted industrial change in Australia, he 

might have been able to use his knowledge, skills and connections to manage consultation 

and concerns between the union movement and the government.  In a number of 

parliamentary speeches Combet emphasised economic arguments in favour of the 

program.199  He argued the CEFP would, ‘drive a restructuring of our economy’,200 using 

competitive innovation,201 while reducing risks to future prosperity.202  In public forums,203 

television interviews,204 radio interviews,205 and public speeches,206 Combet explained the 

CEFP to the community.  Combet’s second asset was that he had been a successful public 

advocate for a number of years in his role at the ACTU.  He was also one of the public 

faces of the successful ‘Your Rights at Work’ campaign against the Howard government’s 

Work Choices legislation, which helped to unseat that government.  Combet had proved 

himself to be a strong political campaigner.207 
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In taking on the role of a pseudo-technopol, Combet was not assisted by other colleagues 

with economics expertise.  Fellow Labor parliamentarians Craig Emerson and Andrew 

Leigh held doctorates in economics and both had experience in providing economic 

advice,208 but the government provided neither with a role directly related to the promotion 

and development of the CEFP.  Each of these men (particularly Leigh) was ‘an economist-

turned politician’,209 and although Combet had studied economics at a tertiary level, he was 

a professional union leader-turned politician.  Instead, the government gave responsibility 

for the most senior position under Combet, the Parliamentary Secretary for Climate Change 

and Energy Efficiency, to Mark Dreyfuss, a lawyer who had worked extensively as a 

barrister before entering parliament.210 

The circumstances in this case only support one of Williamson and Haggard’s variables 

from the cluster of the economic team.  The team that the Gillard government assembled to 

advise about the carbon price was a united, coherent economic team.211  Due to the 

circumstances, the team had access to the ‘instruments of concentrated executive authority’ 

to develop the reform,212 and the support of political leadership in the form of Gillard and 

her Cabinet.213  The ‘architecture’ of the program suggested by the MPCCC was heavily 

influenced by the advice of Garnaut, and he continued to assist the government.  The entire 

process began, however, with the presumption the government would introduce a carbon-

pricing scheme.  The Prime Minister was not a technopol, and even though the responsible 

minister for climate change, Greg Combet, held qualifications in economics, he was not a 
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technopol within the definition of the variable.  He was instead a union leader-turned 

politician, rather than ‘an economist-turned politician’.214  He came to the role with a strong 

trade union background that was of assistance to consult with unions about likely industry 

change under the CEFP.  Combet worked at length to competently explain the CEFP and 

the economic restructuring that would occur as spending increased on renewable 

technologies.  However, in this he was not supported by other members of the government 

such as Andrew Leigh.  Given the complicated political circumstances, it is unlikely 

Combet’s work developed consensus to any great extent or shifted public opinion to favour 

the CEFP.  This may have been in part due to ‘the design of the reform itself’, as that is 

normally expected to be an influential aspect of reform.215  I now discuss those aspects of 

the reform program cluster. 

Reform Program 

The reform program cluster encompasses the variables of a comprehensive program; 

voodoo politics; the use of the media; compensation for losses attributable to the reform; 

and the acceleration of gains to winners.216  Supporters of the comprehensive program 

variable argue that, ‘reformers need to design a comprehensive program capable of rapid 

implementation’,217 aimed at minimising a return to previous approaches, stifling anti-

reform coalitions, and allowing the government to absorb transition costs in advance of the 

next election.218  It is difficult to contend that any of the foregoing contentions was relevant 

to the CEFP.  Arguing whether the CEFP was a comprehensive program depends largely on 

perspective.  The CEFP was rapidly implemented in a ‘big-bang’ approach.219  The 

components of the CEFP were ‘mutually reinforcing’,220 in that they were internally 

coherent and appropriate to the circumstances.221  Established by eighteen Acts of 
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Parliament, the scheme had the wide scope of reforms necessary for the major changes that 

took place.222  However, it was not part of a greater program of economic reform, and it 

was easy for the community to perceive the CEFP as an environmental reform alone.  The 

government, for example, could have also argued for wider tax reform as recommended by 

its own Australia’s Future Tax System Review (the Henry Tax Review) delivered in 

2010.223  This is not to say that the Gillard government was not conscious of a need for 

economic reform. 

On 15th July 2010 (two days before she called the election) Gillard addressed the National 

Press Club.  She argued, in part: 

In the 1980s and 1990s, Labor Governments led economic reform by recognising that in 

changing global conditions, only an open, marketdriven economy could prosper.  That 

meant floating the dollar, reducing tariffs, ensuring wage restraint and implementing 

sweeping competition policy reforms.  But as conditions change again, we need more 

than economic stability to ensure future prosperity.  We need active reforms to improve 

Australia’s ability to compete, to make sure that all our assets are utilised productively, 

and to make the most of our valueadding capacity. … [but] Simply applying the 

extreme freemarket medicine of liberalisation and privatisation without thought or care 

is not a solution.224 

Gillard’s words may have given the impression she was to shortly outline an ambitious 

economic reform program, in the fashion of those achieved by Hawke and Keating.  

Instead, during the election campaign Gillard’s emphasis was on increased investment in 

education and health.  She asserted that the Hawke-Keating reforms left the education and 
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health sectors ‘relatively untouched’, leaving them as fertile ground for change.  Her 

argument was that investment in education would lead to higher wages and standards of 

living as Australians met their full potential.  Even the Labor Party Campaign launch was 

slight on detail about the economy and silent about economic reform.  Gillard told 

Australians: 

And friends on the basis of what we have achieved together - the jobs, the strength of 

our economy – I do want to build for the future.  And in order to build for the future, 

you need to have a comprehensive plan for jobs.  Now I’ve been talking about jobs all of 

this election campaign because I believe in work.  I believe in people having the benefits 

and dignity of work.  I’ve believed that all of my life.  I believed it when we faced the 

global financial crisis in 2008.  I believe it now and I believe it for the future.225 

Thus Gillard gradually retreated from her emphasis about economic reform issues in 

speeches during the campaign.226  Her rhetoric modified, as she replaced ‘economic 

reform’ with ‘economic management’.  Neither party really took an economic reform 

program to the electorate as both asserted their competence as the ‘economic manager’ to 

lead Australia away from economic and financial concerns remaining in the aftermath of 

the GFC.  Each leader asserted the other would plunge the country into greater debt and 

would not be able to effectively manage the budget, or the economy in a wider sense.  The 

economy played a declining part in the campaign.227  Abbott even refused to take part in an 

election debate about the economy that ‘at times descended into farcical brinkmanship’.228  

Despite their reluctance to canvass economic reform issues, the leaders could not avoid the 

economy.  Following the election, ‘The Australian Election Study’ showed that seventy per 

cent of voters thought that ‘management of the economy’ (not economic reform) was an 
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important election issue for them, second only to ‘health and Medicare’ on seventy-three 

per cent.229 

Notwithstanding the electorate’s concern with the economic management, the government 

did not take the opportunity to construct a consistently strong case that the CEFP was part 

of a major change to the economy and that may have been intentional.  The Clean Energy 

Act noted the economic reform aspects of the program, even if this was not always 

highlighted by the government.230  Instead, it appeared as though the CEFP was politically 

expedient and the focus was on reducing GHG emissions, and redistributing wealth as 

compensation and support for new research and industry. 

In place of a comprehensive program, the CEFP, at first glance appears as an example of 

voodoo politics because it was not outlined during the election campaign.231  Indeed, 

Gillard promised not to introduce a carbon tax.  Instead, she presented the electorate with 

detailed practical suggestions to reduce emissions and a promise to lead a ‘national debate 

to reach a consensus about putting a cap on carbon pollution’.232  Her reversal after the 

election, however, was not an act of campaign subterfuge, but rather the price of 

government.  There is no evidence to suggest that a clandestine plan existed before the 

2010 election for a re-elected Labor government to implement a carbon price.  Nor could 

Gillard blame a previous government for her pursuit of such a policy change (another 

characteristic of voodoo politics).233  She had been the Deputy Prime Minister in the first 

Rudd administration.  Nevertheless, an apparent use of voodoo politics is likely to have 

further eroded the government’s credibility in the eyes of the electorate, without the 

practical advantages it might provide to the pursuit of reform. 
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The effective use of media to communicate a reform program is an important contributor to 

its long term success.234  In 2011, the Gillard government spent twenty-five million dollars 

on an advertising campaign, designed to explain the CEFP to the Australian community.  

This case is an example of an ‘information campaign’ designed to overcome the influence 

of politicians, institutions and journalists who show resistance to reform.235  Gillard 

justified the campaign, when she argued: 

This is a change for our economy, it’s a change for households, there are tax cuts, 

pension increases, family benefits, things that people will want to understand … there’s 

been a lot of fear around, a lot of misconceptions, so we want to get to people the 

accurate information they need to prepare for this change. … When you give people the 

facts, the facts make a difference and the facts are on our side.’236 

There was merit in the government’s approach to advertising benefits of the CEFP.237  The 

University of Melbourne Professor, Bryan Lukas, acknowledges that taxpayerfunded 

advertising often works, and Monash University marketing expert Peter Scholem argues the 

government’s focus on advantages from the program was ‘smart’, to move the narrative 

away from discussions about unpopular taxes. 

According to National Party leader, Warren Truss, however, the advertising was little more 

than political propaganda.   Truss confidently told Sky News that public support for the 

program would not occur, when he contended: 

Julia Gillard is not breaking through with her message.  No, this is a bad tax and 

therefore it’s hard to sell … You know you’ve got a dodgy product [when] you’ve got a 

salesman [sic] who’s lied to you and now she’s having trouble selling the message and 

I’m not in the least bit surprised.238 
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The Opposition consistently called to discontinue the advertising and demanded an 

election.239  It conducted a relentless campaign against the CEFP, the legitimacy of the 

Labor government, and mounted personal attacks on Gillard, all of which were 

enthusiastically reported and encouraged by some media outlets.240 

Protestors, often led by radio ‘shock-jocks’, Coalition members and media personalities, 

also played a role.  While they claimed to protest against the carbon price, the banners at 

the rallies and content in the speeches demonstrated personal derision for Gillard, her 

government and the general raft of its policies.  Some senior Coalition members also 

echoed these views.  Abbott addressed rallies outside parliament house.  On one occasion 

(accompanied by Liberal Party politicians Bronwyn Bishop and Sophie Mirabella) he stood 

in front of a banner reading, ‘Ju-liar - Bob Brown’s bitch’, as protesters also chanted 

slogans such as ‘ditch the bitch’ and ‘take your carbon tax and shove it’.241  At the same 

rally, Nationals politician MP Barnaby Joyce personalised the attacks against Gillard, 

telling supporters she had lied to them.  Some argue that these emotive and personal attacks 

on Gillard were sexist in nature,242 with the issue of gender serving partisan interests and 

evidence of widespread misogyny.243 
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More generally, Gillard did not enjoy a ‘positive press’ (or at least widespread 

unprejudiced reporting of policy).  Bacon found that between February and July 2011 there 

was overwhelmingly negative coverage of Gillard’s carbon policy proposals.  Measured 

from ten major newspapers, negative stories outweighed the positive, 73 per cent to 27 per 

cent.244  Negative press reporting from News Corporation owned outlets, and Fairfax-led 

establishments did not help the government’s reform agenda.245  This was a problem 

compounded by the recognised concentration of media ownership in Australia as one factor 

limiting diversity of opinion.246  Even Gillard’s attempt at publishing an open letter signed 

by 140 prominent Australians supporting the CEFP, earnt the ire of some media outlets.247  

Young and Ricketson argue that ‘overall, in the news media during the Gillard government, 

fewer journalists covering more stories, in less time, contributed to a shallower, more 

frenetic, tweet first, check later, news reporting culture.’248  Even though journalists and 

newspapers are not greatly trusted by Australians and confidence in them is low,249 it is 

likely that the consistent, combined and constant negative opinions from media outlets had 

an effect that could not be overcome by the advertising campaign. 

It is clear from the entrenched unpopularity of the government that no amount of 

advertising was going to be sufficient to circumvent the effects of media bias.  In such 

circumstances, governments need to think innovatively to try to again seize control of 

                                                                                                                                                 

244 Wendy Bacon, "A Sceptical Climate: Media Coverage of Climate Change in Australia 2011 - Part 1 - 

Climate Change Policy," (Sydney: The Australian Centre for Independent Journalism - The University of 

Technology, Sydney, 2011), 11.  Also see: Matthew Thompson, "News Ltd Carbon Coverage 

Campaigning Not Reporting: New Report + News' Response," The Conversation, 1 December 2011; 

David Karoly et al., "Biased Newspaper Reporting on the Carbon Pricing Mechanism," The 

Conversation, 18 December 2012.  Greg Baxter (Director of Corporate Affairs, News Limited) mounted 

a defence against Bacon’s work in the abovementioned Thompson article from The Conversation.  That 

defence amounts to little more than a personal attack on the character of Bacon, rather than any balanced 

criticism of her data or methodology, perhaps perpetuating the problem highlighted by Bacon’s research. 
245 Sally Young, How Australia Decides: Election Reporting and the Media (Port Melbourne: Cambridge 

University Press, 2011), xviii. 
246 Concentration of media interests has inherent dangers for a liberal democracy such as Australia, most 

notably: a lack of diversity in projected views; the possibility that a handful of people (media owners or 

journalists) will unduly influence public opinion; and a decline in standards because of the absence of 

effective competition.  See: Finkelstein, "Report of the Independent Inquiry into the Media and Media 

Regulation," 280.  Even though Australia is not alone in moves towards media ownership concentration, 

it is among the most pronounced in the developed world, see: "Report of the Independent Inquiry into the 

Media and Media Regulation," 59-60. 
247 AAP, "Gillard Ramps Up Carbon Tax Campaign," SBS, 30 May 2011. 
248 Young and Ricketson, "Gillard, Her Government and the Media," 287. 
249 Finkelstein, "Report of the Independent Inquiry into the Media and Media Regulation," 106-08. 



Page 306 

 

policy-specific narratives and that of the government more generally.  One traditional 

method is to ensure that compensation is available to those who sustain loss from change. 

The Gillard government worked diligently to ensure compensation was a central principle 

of its reform program.  Despite potentially negative consequences, it makes good political 

sense for governments to compensate those who may lose from the actions of reform, 

otherwise they may become embittered opponents.250  Compensating those disadvantaged 

by the actions of the CEFP was forefront in the mind of the Gillard government in its policy 

considerations.  Gillard promised monetary compensation for the community, in particular 

tax cuts and changes to the tax free threshold, pension increases and higher family 

payments.251  The government accepted expert advice, provided adequate levels of 

compensation in accordance with that advice, but there is little evidence that this aspect of 

the program shifted public support positively towards the CEFP. 

The compensation for the community within the CEFP was considerable, as shown in 

Table 7.1.  According to Treasury modelling, the actual cost for households was close to 

$510, with more than adequate compensation supplied by the government, with revenue to 

be primarily sourced from companies producing high levels of GHG emissions.  Some 

economists even argued at the time that the compensation was too generous.252  This 

contrasts with Opposition claims of extra costs of $863, a figure later effectively revised by 

Abbott, when he admitted householders would save an average $550 per year, with the 

repeal of the carbon tax.253 

                                                                                                                                                 

250 Williamson and Haggard argued that compensating losers ‘comes too close to buying out rent 

seekers, or at least rent receivers’, when reformers should be aiming to achieve the opposite result.  See: 

Williamson and Haggard, "The Political Conditions for Economic Reform," 587. 
251 Gillard, "Introduction of the Clean Energy Bill 2011, Canberra,".  Gillard used many opportunities to 

reinforce government plans for compensation.  See: "Great Reforms Endure," (McKell Institute, 2012).  

Compensation as part of the process was also highlighted by Wayne Swan and Greg Combet.  See: Swan, 

"Moving to a Clean Energy Future - The Next Steps,"; Combet, "Science into Policy: Securing a Clean 

Energy Future for Australia,"; "Carbon Tax is in the Best Labor Tradition of Reform,". 
252 Freebairn contends the government should not have paid compensation, in order to encourage 

changes in behaviour, see: The World Today, "Economists Question Household Compensation," ABC 

News, 11 July 2011. 
253 Ellen Whinnett and Christopher Gillett, "Councils and Business Absorb Abbott Government’s 

Pledged $550 Annual Carbon Saving," The Herald Sun, 13 July 2015. 
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Compensation played some part in shaping support for carbon pricing, at least in a 

theoretical sense.  In 2011, after the government adopted the recommendations of the 

MPCCC, Essential Research found that 38 per cent of respondents to a survey agreed that if 

the government offered compensation through tax cuts and increased welfare spending, 

they would be more likely to support the carbon pricing proposal.  Only 16 per cent said 

they would be less likely to support the reform with 35 per cent conceding it would make 

no difference at all.254  Just over a third of the population preferred a direct payment as 

compensation with another third favouring a tax cut.255  The government designed the 

CEFP to pay compensation in a few ways, but tax cuts were significant, which was in 

accordance with Garnaut’s advice.256  In his 2008 Review, Garnaut recognised that low-

income households in particular, spent higher proportions of their income on ‘emissions-

intensive products’ and so the effects of an ETS would have fallen heavily on them.  He 

argued, therefore, the government needed to provide compensation by utilising funds from 

the sale of permits to carbon-emitters from the ETS.257 

In the same period, other research found a solid majority of Australians (63 per cent) 

believed it was going to be them as consumers who were going to pay the costs of the 

carbon price, through increasing prices imposed by industry.258  There was strong support 

for the government to compensate households, particularly those with a low income, as 

well as farmers and small businesses. 

Support for compensating companies and industries was mixed.  The leader of the Greens, 

Bob Brown, who signed the agreement providing minority support for the Gillard 

government, argued that his party was open to the idea of compensation for emissions-

intensive industries exposed to ‘real loss’, not just ‘theoretical loss’, but only after 

                                                                                                                                                 

254 Essential Research, "Essential Report - Support for Carbon Tax if Compensated," (Essential 

Research, 2011). 
255 "Essential Report - Form of Compensation Preferred," (Essential Research, 2011). 
256 Garnaut, The Garnaut Review 2011 - Australia in the Global Response to Climate Change, 79-80. 
257 The Garnaut Climate Change Review: Final Report, 385, 387-90, 393-96.  Garnaut also 

acknowledged there would be a requirement for some transitional assistance to ‘coal-generation regions’, 

but that any industry assistance should be temporary for transitional change, not compensation for lost 

opportunities.  See: The Garnaut Climate Change Review: Final Report, 396-99. 
258 Essential Research, "Essential Report - Who Will Pay Carbon Tax," (Essential Research, 2011). 
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compensation was available to households.259  The government approach to industry 

assistance was understandable, given the political circumstances of the period.  According 

to Wood and Edis from the Grattan Institute, the CEFP represented a ‘difficult political 

compromise’, because it included unjustified levels of industry assistance, contrary to 

‘generally accepted economic principles.’260  Gillard recognised that in order for her to 

make the CEFP more palatable to the community, she needed to assure ‘the electorate and 

industry of minimal negative economic impacts or even positive growth.’261  The risk was 

Gillard would compromise the underlying purposes for reform in her attempts to deal with 

barriers to change.262  While the government may have seen industry compensation as a 

necessary compromise, others like the Grattan Institute characterised the action as a rent-

seeking form of ‘new protectionism’.263  The electorate clearly agreed with only 15 per cent 

agreeing the scheme should assist power companies.264 

The problem for the government is there is little evidence that compensation built support 

for the CEFP in the electorate.  By 1st October 2013, a survey conducted by Essential 

Research found when they asked survey participants, ‘do you support or oppose the 

previous Labor Government’s carbon pricing scheme which was introduced in July 2012 

and requires industries to pay a tax based on the amount of carbon pollution they emit?’, 39 

per cent of respondents supported the scheme, with 47 per cent opposed to the program.265 

The fixed carbon price began on 1st July 2012 and a number of surveys before that date and 

over the following fifteen months found support for the reform varied little, remaining in 

                                                                                                                                                 

259 Steven Scott, "Gillard Government Negotiates Carbon Price Compensation for Industries but Public 
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the range of about 35 to 39 percent (with a higher result on 27th May 2013 of 43 per 

cent).266 

The compensation for industries affected by increased costs of operation also did not 

increase support from this sector.267  Despite the protection provided by the government, 

business organisations such as the Australian Chamber of Commerce and Industry,268 the 

Australian Industry Group, the Business Council of Australia,269 and the Minerals Council 

of Australia,270 all called for the repeal of the CEFP.271  Individual businesses were less 

critical; polling of forty large Australian GHG emitting companies found that less than a 

quarter agreed with repealing the CEFP.272  According to Grattan Institute research, 

industries such as coal and gas (that complained of potential damage from the effects of the 

CEFP) were, in reality, likely to be less affected.273  Instead, the CEFP’s ‘new 

protectionism’ provided a ‘windfall gain’ for those industries.274 

The problem with compensation in this case was that the government intended to increase 

consumers’ costs, in order to modify behaviour and bolster one of the underlying purposes 

of the policy to reduce emissions.  Gillard spoke of these twin tensions when she 

announced carbon pricing.  She argued that the idea was to have ‘price impacts, it’s meant 

to – that’s the whole point. … to send a price signal so people innovate.’  She emphasised, 

however, that the community would receive ‘every cent’ raised by the CEFP, with funds 

going to compensation, support and new climate change programs.275  If compensation to 
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consumers was contradictory, compensation to emissions intensive industries was even 

more fraught. 

Williamson and Haggard argue that if a government chooses to accelerate gains to winners 

it may assist reform when ‘politically influential groups’ appreciate the benefits and speak 

in favour of them.276  This case suggests that this variable depends on a number of factors, 

including, the nature of the policy; the identity of the winners; how the government 

accelerates gains; whether ‘winners’ take up the cause of the policy; and how the 

community perceives those voices, if in fact they hear them.  The Gillard government 

showed it was conscious of the need to accelerate government payments for compensation 

and other investments, in advance of collecting revenue from the scheme.277  ‘Winners’ that 

would directly benefit from the reforms, were those firms associated with renewable energy 

and sectors based on lower or no carbon technologies.  In an investor update to the market, 

the Australian Stock Exchange noted that share prices in the renewables sector were 

adversely affected by the postponing of the CPRS.278  By the time the Gillard government 

announced the CEFP, those stock prices had not properly recovered.  The ASX noted in 

particular that solar and wind energy developers ‘should benefit from the tax and related 

measures’.279 

The government was going to offer billions of dollars of expenditure in programs to 

support renewable technologies and businesses committed to lowering emissions.  Two 

programs introduced as part of the CEFP provide examples of government spending that 

promoted the causes of ‘winners’.  The Clean Energy Finance Corporation (CEFC) started 

making investment decisions from 1st July 2013.  The government endorsed the fund to 

spend $10 billion over five years, to ‘invest in the commercialisation and deployment of 

renewable energy and enabling technologies, energy efficiency and low-emissions 

                                                                                                                                                 

276 Williamson and Haggard, "The Political Conditions for Economic Reform," 588. 
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technologies.’280  This was in the form of concessional loans, loan guarantees and equity.281  

It could provide subsidies to energy companies so they might comply with the 

government’s Renewable Energy Target.282  One issue with the CEFC is that it commenced 

a full year after the introduction of a fixed carbon price, but a delay was necessary to allow 

proper administrative preparations to take place.  Also as part of the CEFP’s suite of 

policies, the Australian Renewable Energy Agency was part of the government’s Clean 

Energy Fund that began on 1st July 2012.  It was responsible for merging existing 

renewable technology programs together and to administer $3.2 billion in existing 

renewable energy assistance programs.283 

There was varied support from industries that were to benefit from the programs.  The ASX 

in its market update referred to above, provided examples such as the wind farm developer 

Infigen Energy, the solar and wind developer CBD Energy, and solar installer Solco that 

would be ‘winners’ from the introduction of the CEFP.  Julia Gillard visited Infigen Energy 

in March 2011 and while she was there she explained to representatives of Infigen and local 

landowners (who had installed wind turbines) about her commitment to introduce a carbon 

price.  Infigen prepared a media release outlining details of the Prime Minister’s visit and 

how beneficial the expanding renewables sector had become as an alternative source of 

income for land owners, was positive for local job opportunities, and how they anticipated 

those benefits to expand.284  Conversely, CBD Energy CEO, Gerry McGowan, criticised 

the general approach of the CEFP, despite the advantages contended by the ASX.  

McGowan argued, ‘I am not sure a price on carbon is a way forward for our business … 

I’m not necessarily a believer that we need a carbon tax.’285  In addition, McGowan made it 

clear that his primary concern was policy stability, that his company was ‘building 25-year 

assets’ and that they could not ‘have government changing policy every election cycle.’286  
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His company wanted certainty and wished to avoid the overheated climate change political 

battles of the period. 

Despite the business response not being clear cut, accelerating gains to winners built 

support amongst some interest groups.   Macintosh and Dennis note that organisations such 

as the Climate Institute, the Australian Conservation Foundation (ACF) and the Australian 

Youth Climate Coalition campaigned positively about the impacts of the carbon price on 

economic growth, employment and household budgets. 287  When the Gillard government 

released details of the CEFP and its funding programs, the executive director of the ACF, 

Don Henry, ‘heralded the release of the [carbon] price’ as a ‘critical step’ in Australia’s 

response to climate change, admitting the package was not perfect, but it laid ‘the 

foundation for Australia to finally start seriously acting on climate change.’288  Pearse notes 

that unlike the mixed support amongst environmentalists for Rudd’s CPRS, there were was 

‘cheering almost as one’ for Gillard’s CEFP, despite the similarities of the two schemes.289   

While Williamson and Haggard considered compensation and accelerating gains to winners 

as part of this cluster of variables, the CEFP demonstrates an additional category of 

payments to at least one group, that neither required compensation, or were strictly 

‘winners’ from the process.  Under the suite of policies, farmers were not required to pay 

for GHG emissions from agricultural activities (including fuel).  Even so, the government 

intended to spend some $1.7 billion earnt from the carbon price in the land sector.290  

Figure 7.4 depicts a summary of the various elements of the CEFP farming policy.  The 

outcome was the sector was to receive a windfall from the carbon price without being 

directly disadvantaged by it.  By 2011, the government rolled out many of the measures, 

even without initial carbon price funding at that stage. 
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The National Farmers Federation (NFF) acknowledged their members would be exempt 

from the price, but their President Jock Laurie explained there was ‘angst for many’ and 

complained ‘farmers are under no illusion that it will insulate us from the impacts of a 

carbon price.’291  When the Abbott government repealed the CEFP, the NFF President 

Brent Finlay ‘congratulated the Coalition government’ and emphasised that ‘Australian 

agriculture is breathing a sigh of relief now the tax has finally been abolished.’292  It is 

highly likely the NFF is an example of an organisation that was not an ally of climate 

change policy reform.  Its natural alignment with Coalition parties prevented it from 

escaping partisan loyalties in the national interest. 

Figure 7.4 — Overview of land sector measures under the CEFP 

 

 

 

 

 

 

Payments did little to shift public sentiment.  Neither compensation nor accelerating gains 

helped to significantly expand the popularity of the scheme, and subsequently its durability.  

Perhaps those who ‘naturally’ benefited and advocated for the CEFP (e.g. industries 

associated with renewables) were only heard by their own supporters, those who accepted 

the science of global warming and wished to support reform to support change.  

Conversely, ‘winners’ from more traditional industry sectors (e.g. farmers) were 

historically associated with the Coalition and its vehement opposition to carbon pricing.  

This allowed those industries little capacity to advocate about the positive aspects of the 
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CEFP, even if they accepted they existed.  The politically-charge tribal nature of the period 

and a lack of bipartisanship about climate change abatement only exacerbated these 

deficits. 

There is little evidence to support the view that factors associated with the reform program 

cluster assisted the CEFP.  They certainly did not contribute to the popularity and therefore 

durability of the scheme.  Rather, as events played out, they may have even assisted in 

promoting distrust towards the government, its competence, and its voter-appeal, thereby 

compromising the durability of the program.  The CEFP was a significant economic 

reform, internally coherent, but in itself did not form part of a comprehensive program of 

economic reform, and was not a program the government took to the 2010 general election.  

As a result the CEFP was open to the charge of voodoo politics, with Gillard’s qualified 

denial that she would not introduce a carbon price exacerbating this perception.  There is no 

evidence of any hidden plan to price carbon, instead it was the price of minority 

government.  Similarly, the government could not blame the previous administration for 

forcing the need for reform.  Rudd had backed away from what he claimed was a necessary 

reform and Gillard was one who had supported that change in direction.  Nor was the media 

helpful.  From the time the government announced the change, it found it almost 

impossible to make use of the media to explain the reform to the community.  Elements of 

the media and the Opposition painted the CEFP as pointless and economically 

irresponsible; and Labor as untrustworthy, deceitful and incapable of delivering major 

programs.  The carbon price became a surrogate for general complaint, amplified and 

sensationalised by elements of the media.  It is unlikely that even a well-funded information 

campaign was ever going to be sufficient to circumvent the effects of media bias.  The use 

of the media did not help to conceive, or implement the CEFP and it certainly did not help 

the durability of the program.  Furthermore, Gillard’s attempts to convince the electorate 

that the costs of transition envisaged in the CEFP could be overcome using compensation 

was not widely successful.  Compensation helped in conceiving the carbon reduction 

scheme and it probably helped Labor to receive continued support from the Greens and 

independents.  Yet, it did not assist the government to enhance the durability of the scheme.  

While the government did accelerate gains to winners, it made little difference, partly 
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because they were not influential.  In addition, some important ‘winners’ did not usefully 

assist the government to promote the benefits of the policy. 

7.3 Discussion and conclusion 

Progressive governments always try to make important changes for the future.  Someone 

always says it’ll be the end of the world. … But Australians judge reform, not on the 

rhetoric, but on the reality. … That will be the story of pricing carbon – because really, 

that’s always the story of reform. … In the end, the doomsayers always have to admit 

they were wrong.  In the end, the only question is whether it takes them twenty years or 

two.  And in the end, great reform endures.293 … Yes, they’ve swept away carbon 

pricing and the Minerals Resource Rent Tax, but good reforms often take more than one 

go around and they’ll be back.294 

This chapter has used the five clusters of reform conceptual framework to analyse the 

factors that prompted the pursuit of the CEFP and those that explain to its ultimate failure.  

For this reform, many of the elements were not relevant, as depicted in summary form in 

Table 7.2.  In this case, some aspects of the political conditions, role of ideas, and 

economic team were most significant.  As with the earlier cases, the CEFP is another 

example of reform introduced without the influence of aspects of the economic conditions 

in the form of crisis. 

There is little evidence to support the view that the prevailing economic conditions inspired 

the Gillard government to conceive of and implement the CEFP.  Even though Australia 

had just avoided the worst aspects of the GFC, this scheme was not introduced as a 

response to an economic crisis.  Instead, the government reacted to the political ‘crisis’ of 

minority government and introduced the policy to gain support from the Greens and 

independents.  The Opposition used the economy as an argument against the CEFP by 

constructing a narrative that economic crisis would occur in the wake of the reform.  Crisis 

did not prompt the scheme, but rather the prospect of crisis contributed to its demise.  

External help was pivotal in providing the intellectual background for the CEFP, based on 

                                                                                                                                                 

293 Gillard, "Great Reforms Endure,". 
294 Andrew Greene, "Julia Gillard Predicts Return of Carbon Pricing and Mining Tax, Saying 'Good 

Reforms Take More Than One Go'," ABC News, 12 November 2014. 



Page 316 

 

blueprints of schemes from other parts of the world.  Garnaut’s reports explored 

international carbon reduction policies, and in particular pricing schemes.  His final 

recommendations to the MPCCC (which effectively informed the makeup of the CEFP), 

were heavily influenced by ideas and policy programs from offshore. 

Table 7.2 – Case study findings for the 

Gillard government’s CEFP 

 

 Satisfied; () Satisfied, with qualifications;  Not satisfied; () not satisfied, with qualifications;  At first yes, subsequently no 

( and vice versa) 

Without the unusual political conditions of the period, the CEFP is unlikely to have 

emerged; with them, it was unlikely to be durable.  As with the economic conditions, 

politics played an important role, but not in the way hypothesised by Williamson and 

Haggard.  For instance, the government was not able to take advantage of a political 

honeymoon or a solid political base.  The Gillard government was a minority government 

Variable Gillard 

Economic conditions  

Crisis  

External help  

Political conditions  

Honeymoon  

Solid political base   

Fragmented opposition   

Social consensus  

Visionary leader   

Role of ideas  

Paradigm  

Paradigm shift () 

Valence  

Economic team  

Coherent economic team   

Presence of a technopol  

Reform program  

Comprehensive program  

Voodoo politics () 

Use of media  

Compensation of losers  

Acceleration of gains  

 



Page 317 

 

that suffered from widespread community perception that it lacked legitimacy, as did the 

CEFP.  Gillard’s personal unpopularity compounded the lack of a honeymoon, as did her 

route to leadership, the still birth of the earlier CPRS, her pledge not to pursue a carbon 

price, and her gender.  The government did not possess a solid political base to introduce 

reform, but relied on an alliance with a minor party and independents.  It was the lack of a 

solid base that created the policy window by forcing the government to introduce the 

legislation.  Such circumstances and Gillard’s actions did not help to build a social 

consensus, and aided in collapsing popular support for climate change intervention policy. 

The Gillard government was also not in a position to take advantage of a fragmented and 

demoralised opposition.  Once Abbott became Leader of the Opposition, the Coalition 

parties became a unified force, implacably opposed to a price on carbon.  Abbott worked 

tirelessly to concentrate political condemnation of the ALP and the Prime Minister.  This 

condemnation consisted of both policy differences and personal attacks, and he constantly 

reminding the electorate of the convoluted circumstances that led to the birth of the CEFP.  

Abbott’s approach also consolidated his position within the Coalition and silenced any 

remaining internal support for pricing carbon. 

Gillard’s work on the CEFP was not linked to visionary political leadership.  She 

demonstrated strength, an appetite for risk and some vision in this policy program; 

however, she had difficulties convincing Australians of her commitment to the vision of 

carbon-reduction.  Gillard’s vision was one borrowed from her minority government 

partners,295 and some ALP parliamentarians, and she appeared to manufacture her 

commitment.  Pragmatism is understandable for a political leader, but inconsistency is 

destructive, and further weakened Gillard’s authority. 

In the case of the CEFP, the role of ideas was important in conceiving the program and its 

implementation, but a lack of valence in the community affected its durability.  When 

measured using Daigneault’s four fundamental dimensions of a policy paradigm, the CEFP 

represents significant change from the historical paradigm of climate change policy 
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intervention.  Even though this policy scheme was ostensibly an example of Hall’s third 

order change, it was not durable in the government’s lifetime because its principles were 

not fully embraced by the Australian community.  The policy engendered low emotional 

attachment, or valence.  This case study shows that a paradigm shift at the policymaking 

level must sometimes take a few steps backwards as old interests resist change.  Paradigm 

change sometimes needs to be evolutionary, rather than revolutionary.  The reactions 

crystallised through the actions of the Coalition are unlikely to endure, because of 

developing perceptions that paradigm change is necessary, and because renewable 

technologies are improving in terms of costs and efficiency. 

The case shows mixed results for the economic team cluster.  There was a united, coherent 

economic team responsible for working on the CEFP, which had access to the executive 

authority necessary to influence the reform and engender the support of political leadership 

at the highest levels.  The government’s use of Garnaut as a source of advice became a 

crucial factor in the creation of the CEFP.  His reports informed the construction of the 

earlier CPRS and guided the MPCCC on the ‘architecture’ for the CEFP, which the 

government accepted.  A variety of other committees and expert groups set up by the 

government continued to supply advice on various aspects of the carbon reduction 

programs.  In this case, however, the existence of a coherent and influential economic team 

could not ensure the durability of the reform, due to the other surrounding circumstances, 

including a weakening social consensus. 

The economic team was not accompanied by a technopol.  Gillard was not a technopol.  

Nor, despite his qualifications in economics, was the responsible minister, Greg Combet, at 

least within the meaning described by Williamson.  He was a professional union leader-

turned politician and an effective communicator who spent time to explain the CEFP and 

its economic consequences.  Other highly qualified members within the government were 

not directly utilised as entrepreneurs to promote and clarify the program.  A greater use of 

personnel available to the government may have enabled it to appeal more effectively to the 

electorate’s self-interest, by advocating the virtues of the economic advantages of the 

policy. 
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The reform program cluster was also of little assistance to the government with this reform.  

The CEFP, while a significant and internally coherent economic reform (like the earlier 

cases), did not form part of a comprehensive program of wider economic reform.  It was 

not, for example, part of a major tax reform initiative, or coupled with recommendations 

from the Henry Tax Review.  This was perhaps not surprising, given the difficult political 

conditions of the period.  The government was likely to have found it even more politically 

challenging if it had pursued other economic reforms, simultaneously with the introduction 

of the CEFP. 

The political conditions of minority government prompted reform, rather than voodoo 

politics.  The CEFP was not part of a clandestine plan to introduce unheralded policy 

change.  Carbon pricing was not a firm ALP policy taken to the electorate at the 2010 

election, and Gillard reinforced the problem by vowing there would be no carbon price or 

ETS.  As a result, the CEFP was open to the charge of voodoo politics, that the government 

had concealed its true intentions about carbon pricing.  There is no evidence of any hidden 

plan to price carbon, but the government could not blame the previous administration for 

the necessity to introduce the reform. 

The media was particularly unhelpful.  From the time the government announced the 

change, it found it almost impossible to make use of the media to explain the reform to the 

community.  Large areas of the Australian media joined with the Abbott-led Opposition to 

run a vitriolic, negative and biased campaign against the government, and personally 

against Gillard herself.  Elements of the media (along with the Opposition) painted the 

CEFP as pointless; economically irresponsible; and accused Labor of being untrustworthy, 

deceitful and incapable of delivering major programs.  The merits of the CEFP were often 

only superficially considered by media outlets.  They favoured quick, emotive and 

sensational grabs of information for both print and electronic media, which failed to 

properly inform the political process.296  A poorly engaged electorate297 is more vulnerable 

to experiencing negative emotion, promoting poor ‘valence’, particularly when most 
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Australians only just ‘happen across’ political content.298  The carbon price became a 

surrogate for general complaint, amplified and sensationalised by elements of the media.  

The government’s well-funded information campaign was insufficient to circumvent the 

effects of media bias.  The actions of the media helped to overwhelm government attempts 

to transmit its message to the community.  Thus, the government’s use of the media did not 

help to conceive, or implement the CEFP and it certainly did not help the durability of the 

program. 

Gillard’s attempts to convince the electorate that the costs of transition envisaged in the 

CEFP could be overcome using compensation to ‘losers’ was not widely successful, and 

did not assist the government to enhance the durability of the scheme.  While the 

government did accelerate gains to winners, this also made little difference.  This was 

because some of the winners lacked influence; others did not usefully assist the government 

to promote the benefits of the policy; and still others worked to undermine it. 

In conclusion, I argue the CEFP was a policy ‘failure’, which is a mirror image of 

McConnell’s definition of a successful program.  According to McConnell, a policy is a 

failure, ‘if it does not achieve the goals that proponents set out to achieve, and opposition is 

great and/or support is virtually non-existent.’299  It has been extensively argued here that 

the CEFP lost popular support, which in no small way contributed to the defeat of the 

Gillard government at the 2013 election.  The policy program achieved lower emissions in 

the first year of its operation, but to continue to accomplish its objectives it needed to be 

durable.  It lacked popular and bipartisan political support.  The subsequent Abbott 

government repealed most of the elements of the CEFP, so overall it could not achieve its 

aims and was therefore a policy failure. 

 

 

                                                                                                                                                 

298 Sally Young, "Politics and the Media in Australia Today," in Parliament, Politics and Power, ed. Kay 

Walsh, Papers on Parliament No. 50 (Canberra: Department of the Senate, 2009), 13. 
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Chapter 8 — Conclusion – the political economy of 

reform in Australia, shaken and shaped 

Why do economic policies change?  Why do the changes take the form they do?  

Economic imperatives will only ever provide part of the answer.  Poor economic 

performance (or perceptions of such) and changes in the world or domestic economy 

may well explain why policy change is desired.  What may not be explained is what this 

change will be, or how it will be introduced.  Despite numerous claims of ‘There is No 

Alternative’, there is never one solution to policy problems, or one path to economic 

success. ... Policy change, then, will only be fully understood if the policy process itself 

is examined. ... Central to this understanding is the investigation of how key economic 

policy decisions are made.1 

Goldfinch’s words seem apt in light of the aims of this dissertation and its findings.  It is 

incorrect to presume that ‘economic imperatives’ (such as an economic crisis) are wholly or 

even significantly important in prompting reform in the Australian context.  The landscape 

of the political economy of policy reform is far more complex than that, and the interaction 

of the variables examined in this dissertation provides a much thicker understanding of this 

phenomenon.  Goldfinch is correct that researchers will fail to understand change unless 

they scrutinise the policy process itself.  This has been a fundamental aim of the 

dissertation.  Analysing key economic decisions is vital for comprehending the policy 

process and I framed the dissertation’s three case studies with this in mind.  In this 

conclusion, I present findings from the research, and explain how my work contributes to 

the literature and offers insights that may benefit actors in the policy process.  Finally, I 

make suggestions for further research, based on some of the questions raised by the 

analysis in this dissertation. 

Constant calls from experts, organisations and commentators for government to conduct 

economic reform in Australia prompted the research in this dissertation.  Many argue that 

governments have lost their reforming zeal, despite Australia not being insulated from the 

                                                                                                                                                 

1 Goldfinch, Remaking New Zealand and Australian Economic Policy: Ideas, Institutions and Policy 

Communities, 11. 



Page 322 

 

changing economic influences or international ideas of a globalising world economy.  Even 

though a ‘manual for reformist politicians’ does not exist,2 past examples of reform can 

provide lessons for current and future policy makers about key factors that drive reform and 

enhance its durability.  Research of this nature can provide a resource for would-be 

reformers about past successes and failures.3  To reiterate, the research question in this 

study asked, ‘what factors have prompted the pursuit, success or failure of economic reform 

in Australia’, framed around three key economic reforms undertaken by Labor 

governments between 1972 and 2013.  The starting point for the research was an assertion 

that reform is best explained by analysing the interaction of multiple influences or factors. 

At all levels of society, most humans prefer the status quo, uncertain about the need for 

change.  Even if they accept the need for reform, they may remain uncertain about the 

appropriate policy prescriptions required to deal with challenges.  People in contemporary 

societies are also becoming increasingly sceptical about the competence of governments to 

deliver viable outcomes, even in the rare cases when they suggest reform.  Governments 

undertaking the reforms analysed in this dissertation faced uncertainties and challenges, but 

they resisted the inevitable concerns about re-election (political myopia), instead attempting 

to transform the policy landscape.  To date, scholars have produced a limited literature 

about the political economy of reform in Australia, research that analyses what encourages 

and hinders the pursuit of reform.  The dissertation adds to this thin volume of literature. 

This study presents three landmark reforms from three different Labor governments, with 

each determined to pursue change despite significant obstacles.  For two of the 

governments, their reforms survived beyond their tenure in office.  Even though the 

Whitlam government adjusted some elements of industry protection later in its term, the 

tariff cut was not reversed.  Despite some slowing of reform during the period of the Fraser 

government, the 25 per cent cut proclaimed a different Australian economy and, as a 

consequence, a different polity and society.  The Hawke government’s reform led Australia 

                                                                                                                                                 

2 Rodrik, "Understanding Economic Policy Reform," 31.  Also see: Bergsten and Williamson, 

"Introduction," 4; Fanelli and McMahon, "Introduction to Understanding Reform," 23; Fanelli and Mc 

Mahon, "Introduction to the Regional Syntheses and Country Case Studies," 53; Tompson, "Reform 

Beyond the Crisis," 16. 
3 Bergsten and Williamson, "Introduction," 4. 
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away from traditional Keynesian economic management methods in a first step of 

incremental radicalism.4  The float of the dollar was the most successful of the three 

reforms as financial and economic controls fell like dominos in a consequential program of 

change.  The largely unsuccessful reform examined in this study was the Gillard 

government’s CEFP.  The government barely clung to power following the 2010 election 

and the innovative climate change intervention policy later became a major casualty as 

popular support for Labor, Gillard and a price on carbon receded.  Although many 

Australians continued to support reform to reduce GHG emissions, the political 

circumstances of the period ensured the policy would not survive the term of the minority 

government. 

The conceptual framework used to examine each of these reforms reveals key factors that 

aid the pursuit of successful economic reform, and contribute to weakening its durability.  

The findings, as graphically depicted in table 8.1, show about half of the variables were 

significant across the three policies.  While some aspects of the economic conditions, the 

economic team and the reform program were relevant, it was the political conditions and 

the role of ideas that were most significant for developing and implementing reform.  It 

was maintenance of these features that supported the durability of the tariff cut and the float 

of the currency, aspects not present in the CEFP.  At least one variable expected to be of 

primary importance from an analysis of the literature – crisis – played a lesser role in 

change. 

 

                                                                                                                                                 

4 Hartwich, Quiet Achievers: The New Zealand Path to Reform, 27. 
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Table 8.1 – Summary of findings arranged around 

the clusters of reform conceptual framework 

 

 Satisfied; () Satisfied, with qualifications;  Not satisfied; () not satisfied, with qualifications; 

 At first yes, subsequently no ( and vice versa) 

Economic conditions are always presumed to be important for change, providing 

justification for the actions of a reformist government and giving it a stronger platform for 

policy success and durability.  In the three case studies, the crisis variable was not a central 

influencing factor in the pursuit, success or failure of the reforms.  In fact, Whitlam argued 

that positive economic conditions allowed the tariff cut to take place.  His reform aimed to 

Variable Whitlam Hawke Gillard 

Economic conditions    

Crisis  ()  

External help  ()  

Political conditions    

Honeymoon    

Solid political base   ()  

Fragmented opposition   ()  

Social consensus  ()  

Visionary leader     

Role of ideas    

Paradigm    

Paradigm shift   () 

Valence    

Economic team    

Coherent economic team     

Presence of a technopol () ()  

Reform program    

Comprehensive program ()   

Voodoo politics  () () 

Use of media    

Compensation of losers   () 

Acceleration of gains   () 
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minimise the potential for crisis by reducing inflationary pressures and increasing the 

supply of consumer items.  The Gillard government’s CEFP was not a response to 

conditions resulting from the GFC, but was instead an outcome driven by pragmatic 

politics.  Without the post-election commitment to introduce a price on carbon, the 

government may not have been sworn in.  The role of crisis in the Hawke government’s 

decision to float the currency is less clear cut.  The float of the Australian currency became 

a first step in a program of major economic reforms.  It was implemented in the window of 

opportunity provided by a developing currency crisis.  Some actors spoke of a crisis, or 

impending crisis, based on concerns about the effects from capital inflows.  Given the 

country was emerging from recession, the government’s actions were a pragmatic step to 

minimise further risks to the Australian economy.  The government created a perception of 

crisis in the community, but did not manufacture that impression, as it held genuine 

concerns about the Australia economy if capital inflows were not stabilised.  The evidence 

of the case studies shows that a narrative of positive economic conditions or one of 

potential crisis, rather than actual crisis, can assist the pursuit of reform.  Of more 

importance was the role of external help in all three reforms.  I contend the concept of 

external help needs to consider the role of policy entrepreneurs assisting the government in 

reform, and how informational ‘spillovers’ operate on policy reform.  The evidence in all 

three cases is strong for the influence of external trends on the governments’ pursuit of 

reform.  Intellectual influences from Australia and abroad were significant in the shaping of 

the policy programs. 

Three other clusters—the political conditions, the role of ideas and the economic team—all 

influenced the reform initiatives to varying degrees.  With respect to the political 

conditions, it was the political honeymoon, a social consensus, and visionary leadership 

that were most important.  Whitlam used the opportunity provided by his government’s 

political honeymoon to cut tariffs, even though that decision later affected both his and the 

government’s popularity.  His government rode the wave of its initial popularity to 

introduce reform across most aspects of public policy, including a reduction in 

protectionism.  Hawke was a highly popular politician when he became Prime Minister and 

his personal following and the enthusiasm that accompanied his government’s election 

provided a strong political honeymoon.  The government took advantage of these 



Page 326 

 

circumstances to follow the reform path to float the dollar and introduce subsequent 

economic changes.  The analysis also reveals, however, that governments cannot take 

political honeymoons for granted.  The Gillard government’s CEFP shows how the lack of 

a honeymoon may almost doom a policy program, before it is even implemented.  A 

minority government, viewed by many as illegitimate, was not granted any honeymoon 

period, especially in relation to a policy that its leader had excluded before the election. 

In all three cases, the parts played by a solid political base and a fragmented and 

demoralised opposition were not significant contributing factors to the success or failure of 

these reforms.  In the reforms conducted by the Whitlam and Hawke government, a solid 

base was not necessary to make the changes, as they were administrative in nature and did 

not require legislative support within the parliament.  Both governments held workable 

majorities and it is possible that may have reassured some government members they could 

risk political capital in the interests of reform.  They conducted their reforms during the 

honeymoon period of the first year, meaning they considered there was sufficient time to 

encourage consensus within the community.  This occurred for Hawke, but not for Whitlam 

as deteriorating economic conditions worked against his government and its reform agenda.  

The Gillard government was a minority government that suffered from widespread 

community perception that it lacked legitimacy, as did its CEFP.  Gillard’s personal 

unpopularity compounded the lack of a honeymoon, as did her route to leadership, the still 

birth of the earlier CPRS, her pledge not to pursue a carbon price, and her gender.  The 

government did not possess a solid political base to introduce reform, but relied on an 

alliance with a minor party and independents.  It was the lack of a solid base, however, that 

created the policy window by forcing the government to introduce the legislation in the first 

place. 

In a general sense, none of the governments in this case benefited greatly from a 

fragmented and demoralised opposition.  At first the Whitlam government found itself 

governing with fragmentation in the Coalition, following the 1972 election.  The 

government, however, implemented ‘the program’ with little regard for obvious economic 

and political circumstances.  In time, the Opposition united itself and worked with Fraser to 

attack the government, with particular criticism of the tariff cut.  In the case of the float of 

the dollar, a fragmented opposition did not assist the Hawke government’s path to reform, 
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but with some qualifications.  The Coalition fragmented following its election loss, with the 

reform process and leadership pivotal points of tension.  Even though these circumstances 

assisted the government to develop its narratives around the reform itself and its longer 

term agenda of economic change, the government wished to float the dollar, regardless of 

bipartisan support.  The CEFP demonstrates how destructive a united political opposition 

can be.  Once Abbott became Leader of the Opposition, the Coalition parties became a 

unified force, implacably opposed to a price on carbon and constantly challenging the 

legitimacy of the government itself.  This condemnation consisted of both policy 

differences and personal attacks, with Abbott constantly reminding the electorate of the 

circumstances that led to the CEFP.  Abbott’s approach also consolidated his position 

within the Coalition and silenced any internal support for pricing carbon. 

The three governments faced varying challenges to build or maintain a social consensus for 

reform.  Each introduced their reform without a proper build-up in a policy cycle, meaning 

they needed to secure consensus ex post, rather than ex ante.  Opinion polls at the time 

showed that the Whitlam government enjoyed latent public support for the tariff cut.  Yet, 

that support was fragile and reliant on positive economic conditions.  Once these faded, the 

electorate turned against the government and tariff reform.  By contrast, Australians elected 

the Gillard government still largely supporting climate change policy intervention, but 

willing to set those views aside, driven by their broad distrust of the government.  General 

unpopularity for a government can overwhelm social consensus surrounding a policy 

initiative.  The electorate may fail to discriminate between emotional feelings of 

disapproval and the merits of a policy program that is in the (longer) national interest. 

Hawke and Keating imposed a reform that was a pragmatic reaction to circumstances, but 

was also the first step on a path of ‘incremental radicalism’.  To reiterate, incremental 

radicalism is ‘the silent introduction of reform that builds into a more coherent picture over 

time.’5  It was only over time that the ‘puzzle pieces’ of the Hawke government reforms 

formed into ‘a more coherent picture’ of change.6  Hartwich argues patience, preparation, 

pragmatism and principle are necessary, and I assert they were present in the approach of 

                                                                                                                                                 

5 Quiet Achievers: The New Zealand Path to Reform, 27, 45-48. 
6 Quiet Achievers: The New Zealand Path to Reform, 27, 45-48. 
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the Hawke government to its reform program.7   It moved in a time of sweeping 

international change, allowing it to develop a supporting narrative, both at a policy-specific 

and meta-level.  The Hawke government’s approach sustained a social consensus over a 

prolonged period of time. 

Visionary leadership is an important element in the political conditions cluster because it 

enables governments to take advantage of the honeymoon and build, or use the social 

consensus.  The currency float illustrated this effectively.  Hawke demonstrated 

characteristics of visionary political leadership, of strength, commitment, vision, and a 

willingness to take risks.  Similarly, Whitlam managed opposition within the party and 

from interest groups.  He followed ideas for change that he had held for years, risking his 

political capital and that of his government to pursue a cut in tariffs, when ‘safer’ political 

options were available to the government.  The case of Gillard’s CEFP provides a contrast 

and illustrates the value of leadership.  The scheme was not part of Gillard’s vision for 

Australia’s future, at least not in the short, or medium-term.  Instead, political pragmatism 

to maintain power drove the reform.  Gillard’s lack of real commitment, coupled with her 

carbon tax ‘lie’, resulted in distrust within the electorate even before the successful political 

attacks from the Abbott-led Opposition. 

When reflecting about the role of ideas, policy-makers need to consider that new ideas are 

important, because they potentially inspire a leader, shape a reform program and provide 

the vigour for a leader to prosecute the case for change.  Ideas motivate policy 

entrepreneurs to prepare and develop programs, waiting for windows of opportunity to 

emerge.  Separately, leaders also often bring long-held views—based on their life 

experience and values—that influence their proposals for reform.  The alignment of 

leaders’ ideas with those from policy entrepreneurs enhances the potential for change, as 

the case studies clearly show.  The result can be paradigmatic change.  All three reforms 

challenged a pre-existing policy paradigm, although only the float of the dollar led 

eventually to a paradigm shift (as defined by Hall).  The government’s reform was the first 

initiative in a program of incremental radicalism, which replaced traditional Keynesian 

                                                                                                                                                 

7 Quiet Achievers: The New Zealand Path to Reform, 45-48. 
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economics with a monetarist-style approach, popular with Reagan and Thatcher, and 

largely represented in the principles of the Washington Consensus.  The float reflected 

significant change across Daigneault’s four dimensions, which were also repeated in later 

financial reforms and removals of industry protection.  The result is that the float was third-

order paradigm change, but an incremental step in what became a larger program of reform. 

By contrast, the Whitlam government’s tariff reduction was a departure from the prevailing 

paradigm, reflecting how the Prime Minister was clearly inspired by ideas that underpinned 

the reform, even if the change was not significant enough to qualify as a shift.  The reform 

endured, and although the tariff cut worked against the government, linked by some to job 

losses, it was never reversed (although it was undercut by other actions).  It became an 

evolutionary step, rather than a revolutionary one.  The CEFP represented a new paradigm, 

yet it was not a true third order shift in the type described by Hall, because it was not 

durable.  Instead, it became a tentative step towards true change.  The reform did prompt 

change in the Australian economic landscape that remained (e.g. the Clean Energy Finance 

Corporation), perhaps again supporting the views by Wilder and others that paradigm 

change can be evolutionary, rather than revolutionary.8  Gillard was not fully committed to 

the change.  She was not inspired by the ideas underlying the reform, which likely 

enhanced public cynicism about her position and undermined the legitimacy of her 

government.  Even though a majority of Australians wanted climate change policy 

intervention, the CEFP did not attract the valence necessary for the electorate to look at the 

policy opportunities inherent in the program.  Paradigm change requires authentic 

commitment to the ideas that inspired the reforms, to enhance positive sentiments, to drive 

valence, and to maintain support within the electorate.  What is also necessary is a window 

of opportunity to introduce reform and it was present in each of the reform processes. 

In all three cases, windows of policy opportunity helped the execution of the reform 

decisions.  In each case, policy entrepreneurs developed proposals, and then waited for the 

opportunity offered by the combination of problem and politics.  Both Whitlam and Hawke 

believed in the underlying values of their reforms, having advocated in favour of similar 

                                                                                                                                                 

8 See: chapter 3.1.3 ‘Role of ideas – Ideas, social learning and the paradigms that frame policy’. 
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ideas for years.  This made it easier for the policy entrepreneurs such as Gruen, Coombs 

and Brogan (in the case of Whitlam) and Garnaut and Visbord (in the case of Hawke) to 

promote their policy solutions.  Garnaut also played a significant role in the development of 

the CEFP, providing reports and advice that enlarged on his earlier work about the CPRS.  

This time, however, Prime Minister Gillard was somewhat ambivalent about the scheme, 

but the politics of minority government provided an enforced window of opportunity.  The 

tariff reform also occurred at a time of rising inflation, and the currency float occurred 

during a period of instability caused by currency speculation.  By contrast, the CEFP was 

not a response to a possible economic problem. 

The economic team cluster of the conceptual reform has only two variables, that of a 

coherent economic team and the presence of a technopol.  The presence of experts in the 

respective economic teams and the professional work they undertook (sometimes in 

partnership with the Treasury and RBA) provided gravitas to the reforms.  The Whitlam 

government enlisted the services of a number of economists who advised on the tariff cut, 

reflecting examples from similar across-the-board reductions made in other developed 

countries, and ideas from international organisations such as the OECD.  These 

professionals carried these ideas with them into Whitlam’s advisory team, sidelining the 

traditional influence of the Treasury and to a lesser extent the RBA.  In a similar way, the 

Hawke government had a coherent economic team, and benefited from its presence.  This 

team provided assistance to both Hawke and Keating in the lead-up to the float.  Despite 

not holding an official position on a float, the Governor of the RBA supported change and 

the Bank made its ‘war book’ of advice available to the government.  Gillard and her 

government used experts such as Garnaut as a crucial source of advice in the creation of the 

CEFP.  His reports informed the construction of the earlier CPRS and guided the 

recommendations of the MPCCC and its recommended ‘architecture’ for the CEFP.  A 

variety of other committees and expert groups set up by the government continued to 

supply advice on various aspects of the carbon reduction program.  The negative aspect of 

the variable is the risk of policy groupthink, as governments develop policy using actors 

who accord with the prevailing views of the administration.  These circumstances provide 

opportunities for reform-opponents to highlight the close relationships present in the 
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processes of reform (e.g. Garnaut and the Labor Party), but it is likely these policy critics 

would still have levelled denunciation of these major policy reforms. 

None of the Prime Ministers of the three governments was a technopol, as defined by 

Williamson, although economic expertise was available at hand to a greater or lesser extent.  

Hawke held solid economic knowledge acquired from earlier studies and Keating 

developed high-level economic understanding that he weaved into the policy-specific 

narrative of the float and government narratives in the years that followed.  Neither 

Whitlam nor Gillard was a technopol, and they only drew minimally on their Ministers’ 

economic expertise.  Whitlam made little use of the economic knowledge of Cairns about 

the tariff cut, because of his vacillating and shifting policy views on protection and he 

became a liability.  Similarly, Gillard was not a technopol and did not make full use of the 

expertise of some members of her Cabinet, instead relying on the advice of Garnaut and 

others such as Combet, to develop and promote the CEFP. 

Analysis of the reform program cluster of the framework reveals these variables were 

mostly irrelevant in explaining the reform trajectory.  The respective governments did not 

introduce the tariff cut or the currency float as part of a comprehensive program of 

economic reform, although the former was consistent with that government’s general zeal 

for change, and the latter the first step of a root and branch restructuring of the Australian 

economy.  The CEFP was internally comprehensive, in that it encompassed a number of 

acts that made substantial change across many areas of the Australian policy landscape.  Its 

effects to the tax, energy and welfare systems alone demonstrate the extensive nature of the 

changes.  The Gillard government, however, did not weave the CEFP into a wider program 

of economic reform.  Although the Whitlam government lacked a comprehensive economic 

program, the tariff cut was a constituent part of the government’s unyielding approach to 

implement ‘the program’.  That is why evidence in that case supports that variable, but with 

that qualification. 

The provision of compensation was generally of limited importance for any of the reforms.  

The CEFP included generous compensation to those who incurred costs as a result of its 

introduction, but this did not assist the path of this reform.  While an expansive 

compensation scheme accompanied the tariff cut, it was not widely accessed.  Whitlam’s 
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efforts at compensation struggled to penetrate the public consciousness, even less so as 

economic conditions deteriorated in 1974.  The effects of the currency float were more 

diffuse and long term and therefore compensation was not a relevant element in the reform, 

although it was a significant part of the Accord and became pivotal in the government’s 

later reform agenda.  Nor did the acceleration of gains play an important role.  In the case 

of the tariff cut, there was little the Whitlam government could do to accelerate gains.  The 

government struggled to find support from winners, or build a reform-positive coalition 

from the relatively efficient rural and mining industries, who profited from the tariff cut.  In 

the case of the float, it was almost impossible for the Hawke government to determine the 

immediate effects of the reform on particular industries or workers.  There was, however, a 

general view that the float would provide competitive and disciplinary pressures on the 

wider economy.  While there were clear winners from the CEFP in the form of renewable 

industries who supported the CEFP, the general unpopularity of the Gillard government 

overwhelmed these positive voices.  Some of these likely ‘positive’ voices even spoke 

against a carbon price, while others remained silent.  Conversely, the federal Coalition 

assisted by opponents of change such as those in the fossil fuel sector and parts of 

agriculture, worked vigorously against the reform. 

Even though the three governments introduced unheralded reforms, voodoo politics did not 

play an important part.  The Gillard government could not attribute responsibility for the 

policy to an outgoing government, given Labor had also controlled the previous parliament.  

It was also not a reform forced on the government by economic circumstances.  The two 

earlier reforms were undertaken by governments facing emerging economic challenges, so 

they could validly argue they needed to adopt a different response.  Certainly the Hawke 

government blamed its predecessors for the general situation it inherited, but this was not 

used as a key defence of their reforms.  Whitlam excluded the need for change on the 

actions on the previous McMahon government, instead blaming international conditions.  

Unlike Gillard, the earlier governments had not specifically excluded the policy reforms 

they subsequently introduced.  There is no evidence, however, that any of the governments 

maintained private plans to implement reforms following their election.  In the case of 

Gillard, she had gone so far as to earlier speak against the similar CPRS. 
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The use of the media in these cases also provides interesting contrasts.  Media outlets 

largely supported the Whitlam and Hawke government reforms, but generally opposed the 

CEFP.  The political climate for the earlier reforms existed with informational spillovers 

from offshore, convincing many local experts, scholars and journalists that tariff reform 

and a less-restrained financial system were necessary for the modernisation of the 

Australian economy.9  The tariff cut shows, however, that support is contingent on the 

appearance of government competency, something that began to dissipate in the latter days 

of the Whitlam government.  Gillard and her government faced many hostile elements in 

the media, even before her election in 2010.  Following the announcement of the CEFP, 

many media outlets provided even greater levels of overheated, emotional commentary, 

based around political personalities, rather than the content of policy.  This self-

perpetuating process became destructive to the Gillard government’s public profile, 

depriving it of capacity to properly explain the merits of the CEFP.  In the cases of 

Whitlam and Hawke, the governments did not need to use the media to overcome resistance 

to change.  Gillard required media assistance, something denied to her government, leaving 

it largely unable to utilise media outlets to promote the CEFP. 

The 25 per cent tariff cut by the Whitlam government was a ‘resilient’ or ‘conflicted’ 

success, as defined by McConnell, even if it later had negative political consequences for 

the Whitlam government.10   There was some opposition and shortcomings, but the tariff 

cut was long-lasting, even if some backtracking and modifications later took place.  In a 

stronger sense, the Hawke government’s float of the currency was a policy ‘success’.  It is 

an example of the policy ‘holy grail’, in that it provided both political and policy success.  

Opposition was minimal and the policy’s achievement and consequences provided the 

political and policy opportunity for the government to be increasingly radical as it followed 

its incremental path of reform.  Conversely, the Gillard government’s CEFP was a policy 

                                                                                                                                                 

9  Fidrmuc and Karaja assert that ‘reform waves’ occur across the world, ‘driven by informational 

spillovers’, see: Fidrmuc and Karaja, "Uncertainty, Informational Spillovers and Policy Reform: A 

Gravity Model Approach," 182.  These ideas of influence come from a variety of sources, in part 

emerging from international financial institutions and foreign governments’, see: Williamson, 

"Discussion,", p. 46. 
10 These assessments are based on McConnell’s classifications of policy success, as discussed in chapter 

1.  See: McConnell, "Policy Success, Policy Failure and Grey Areas In-Between," 352-57.  In the 

conclusion of each case study an assessment of ‘success’ also takes place. 
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‘failure’.  It did not realise its goals and engendered great opposition.  The policy program 

realised lower emissions in the first year of its operation, but to continue to accomplish its 

objectives it needed to be durable.  It lacked both popular and bipartisan political support.  

Admittedly unfavourable electoral conditions provided a challenge for Gillard.  The actions 

of her government, however, also further weakened valence, including its inability to 

maintain a consistent and therefore effective reform narrative. 

Each of the reviewed reforms relied on the influence of ideas, translated and transmitted by 

a visionary leader into policy change (except for Gillard who was less visionary) that took 

place during a window of opportunity, supported by sound economic advice provided by a 

coherent economic team.  Despite what the literature argues, crises were not required for 

change.  Reform, instead, requires ideas.  A policy specific narrative consistent with or at 

least not inconsistent with the government’s overall narrative is essential for effective and 

durable change to take place.  Any government can choose to impose reform, but lack of 

policy durability diminishes its actions and its legacy.  This is a point that must have been 

sorely learned by Labor parliamentarians regarding the ill-fated CEFP.  No government, 

however, is blind to its prospects of re-election and they should utilise the opportunities 

provided by political honeymoons for change.   The exploitation of the honeymoon is likely 

to enhance internal government and party support while the government uses its political 

capital and capacity to implement its policy.  This dissertation also reveals two under-

researched relevant factors in the Australian context of the political economy of economic 

policy reform.  The first concerns the part played by public sentiment and valence in policy 

success and the second downplays the importance of an electoral mandate to justify the 

pursuit of reform. 

The research shows that reform will only survive in the political space created by a trusted 

would-be reformer, if they inspire favourable public sentiments,11 which promote positive 

valence.  The Gillard government’s CEFP was acutely affected by diminishing public 

popularity (although that stabilised later in the term of the government), directly related to 

the declining interest in the government and the Prime Minister herself.  Public sentiments 

                                                                                                                                                 

11 Campbell, "Institutional Analysis and the Role of Ideas in Political Economy," 385.  I examine the 

concepts of valence and public sentiments in detail on chapter 3. 
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soured, and positive valence diminished as a result.  No amount of compensation would 

rescue the policy in the minds of many in the community.  The government missed out on a 

political honeymoon, it held a precarious majority, and internal factors such as a coherent 

economic team, were never going to overcome the distrust held by many in the electorate 

for the government.  Gillard placed the CEFP at the centre of her government’s installation, 

despite earlier saying she would not introduce a price on carbon if her government was re-

elected in 2010.  She was not a popular leader following her rise to power and that affected 

the electorate’s level of trust for her.  The pursuit of the CEFP on the back of a broken 

election promise fuelled the community’s opinions about her into outright distrust.  In 

chapter 1, the study discussed by Heinemann and Tanz that was partially based on the 

Williamson and Haggard framework, concluded that trust is a highly relevant factor in the 

pursuit of successful reform. 12  Although those scholars looked at different types of reform, 

the CEFP is an example of a collapsed program that largely failed due to the electorate’s 

lack of trust in its government and leader. 

The price on carbon and its associated policy program became a focus in themselves at the 

2013 election, providing the federal Coalition with a rallying point for hostility, conflict 

and political opposition.  An often unsympathetic media complicated events as it adopted a 

narrative of distrust in Gillard to mount often personal, vitriolic and sexist attacks on her.  

Public sentiment turned against the CEFP and the government, and valence declined as the 

community allowed a sophisticated climate intervention policy program with economic 

credentials to collapse.  Negative public sentiment grew despite a continually consistent 

number of Australians accepting the science of climate change, acknowledging the need for 

intervention, and agreeing government was the most effective entity to take the lead on the 

issue.  In plain terms, the Australian electorate largely stopped listening to the narrative of 

the Gillard government following the 2013 election.  The evidence supports the view that 

the community may ignore policy in which it holds an underlying belief, if it does not trust 

the government and leader who introduces it.  The Gillard government achieved what was 

potentially a third order shift in policy paradigm, but the lack of durability prevents its 

classification as a rare example of Hall’s phenomena.  It is likely that paradigmatic change 

                                                                                                                                                 

12 Heinemann and Tanz, "The Impact of Trust on Reforms,". 
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will come in time, just as Whitlam’s assault on tariffs was delayed during the Fraser years 

and it took another Labor government to eventually break the back of long-standing 

protectionist proclivities in Australia.  If a government encourages and maintains valence, 

if a program becomes entrenched, then it is possible it will lead to a paradigm shift.  

Positive public sentiment, trust, and effective valence are vital inter-related factors.  The 

absence of one of them is likely to be detrimental to reform durability.  The program must 

penetrate the consciousness of the community and a visionary leader with a quality cabinet 

and a coherent economic team goes a long way to supporting this change.  The CEFP and 

the actions of the Gillard government show what can go wrong when these elements are not 

present. 

The requirement for an electoral mandate to conduct economic reform (or for that matter 

much policy development) is often used as a catchcry by political opponents in an attempt 

to embarrass would-be reformers who introduce unheralded change.  Opponents mount 

complaints to minimise the legitimacy of the policy, and to distract governments away from 

other activity and reduce their political credibility and popularity in the electorate.  It is also 

an oft-used rhetorical device utilised by segments of the media in an attempt to whip up 

anti-reform hysteria.  After all, how can a government possibly introduce reform it has not 

put to the community before an election?  At first blush, it may appear that Gillard’s CEFP 

is a classic example of the lack of mandate at work, but this would be an incorrect 

assumption, because Gillard did the opposite: specifically excluding a price on carbon, but 

then introducing one when in office.  She compounded the mandate presumption by her 

pre-election denials.  However, then there are the two earlier successful examples in the 

case studies of reforms, also introduced without ‘mandate’.  Something much more 

complex is going on.  While it may appear governments have a greater moral justification 

for change if they announce reforms before an election, it does not seem to matter to the 

prospects of policy success.  The case studies show that an electoral mandate is not a 

prerequisite of policy success or durability. 13 

                                                                                                                                                 

13 This is finding consistent with those of Williamson and Haggard, over two decades ago.  They argued 

that using voodoo politics (hiding an agenda before an election), or having a mandate (strong political 

base) are not necessary for successful reform, see: Williamson and Haggard, "The Political Conditions 

for Economic Reform," 589. 
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The Whitlam and Hawke governments enjoyed long political honeymoons, and engendered 

reasonable and even high levels of trust in the community.  Australians elected them with 

little doubt that they would undertake significant policy change.  Whitlam highlighted his 

activist reform intentions in his famous election speech to a much greater extent than did 

Hawke or Gillard.  Whitlam did not point to details of economic reform or a tariff cut, but 

his government warned it would leave very few other aspects of Australian public policy 

untouched by change.  He did announce that he would intervene if consumer prices and 

inflation escalated, which became one of his later justifications for the tariff cut.  His 

government exhibited reformist zeal and the electorate should not have been surprised by 

the cut.  Polls showed public support for the cut was high.  The government did not have a 

mandate for this change but that mattered little in a policy, political or electoral sense.  The 

Whitlam government had presented a general reform narrative in ‘the program’ before the 

election and that placed it in a strong position from which to launch other reforms.  

Whitlam also did not specifically exclude a tariff cut before the election.  Indeed, he had 

long shown disdain for protectionism.  Australia also elected Hawke with an air of 

anticipation for change, even if he was much less specific than Whitlam about what form 

that might take. 

Hawke’s election speech painted him as the great healer.  He portrayed a country wrought 

with division after seven years of Coalition rule.  He spoke of several types of ‘crisis’ in his 

policy speech, using the word ten times.  The speech posed general principles for change, 

which at least forewarned the community of the likelihood of a reformist government, even 

if it did not detail the float and subsequent liberal reforms.  The work he and other 

parliamentarians such as Bill Hayden undertook to develop the Accord also showed the 

community that Australia would enter a period of change if it elected a Hawke Labor 

government.  Hawke began a narrative of consensus politics in his election speech that 

would require policy change to support it. 

The major difference for Gillard in 2010 was that there was no wider reform agenda to 

which a carbon reduction scheme could be attached.  She did not depict herself a reformer 

in her election speech, speaking largely about jobs and education.  These are important, 

vital and admirable policy considerations, although the former is becoming a little passé in 

modern political oratory.  Her earlier denials about a ‘carbon tax’, apparent lack of reform 
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credentials, replacement of Rudd as Prime Minister and gender, all worked against the 

introduction of the CEFP.  If Gillard had announced a carbon reduction scheme in advance 

of the 2010 election she would most likely have lost that contest and even if she had won, 

the lack of popular support for her and the policy would have been difficult obstacles for 

her to overcome.  Gillard did not seek a mandate to introduce the CEFP and it is unclear 

whether it would have assisted her in any case.  Rudd had exhausted much of the 

electorate’s trust and goodwill towards Labor with his earlier policy indecision and 

vacillation.  The electorate’s attitude towards reform had not changed over time, rather, the 

Labor government did not earn and maintain trust, strong sentiment and positive valence to 

allow its chosen reform to endure.  The conclusion from the case studies is a mandate is an 

overrated factor in determining the legitimacy or durability of policy programs.  Its 

relevance will vary, of course, due to other considerations, such as government popularity, 

a honeymoon period, visionary political leadership, and the nature and scale of the reform 

proposal in question. 

Contrary to the pessimism and nostalgia of many former reformers, prospects for reform 

have not diminished over time.  Much of the fault for the lack of reform by the Abbott and 

Turnbull governments lies in their lack of clarity of how they should exercise power once 

their anti-reform policy programs led them to office.  The result, of course, has been lost 

opportunities, of the type detailed by Ken Henry’s words at the start of the dissertation.  

The case studies show that reform has occurred outside periods of serious crisis in the 

Australian economy, but it is possible that the next set of major reforms will require a 

crisis, particularly if the Coalition maintains office.  Australia, however, does not have to, 

and should not wait for ‘crisis reform’.  In such cases governments may hurry reform, using 

policy prescriptions that are reactive and narrow in focus, designed to deal with immediate 

challenges, rather than structural changes. 

As a result of the work undertaken in this dissertation, I make the following observations 

and recommendations to adapt and refine the conceptual framework.  Some of these issues 

are consistent across the case studies, whereas others are more strongly related to individual 

reform programs: 
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• The role of ideas should become a fifth ‘cluster’ in the conceptual 

framework.  New ideas are important because they potentially inspire a 

leader, shape a reform program, and provide the vigour for a leader to 

prosecute a case for change. 

• The prevailing economic circumstances should replace crisis as a variable in 

the economic conditions cluster.  Positive economic conditions sometimes 

afford a government an opportunity to implement reform.  Potential for crisis 

(or even a perceived crisis) is also an important element of this variable, as it 

sometimes provides a supporting narrative for a reformist government. 

• The definition originally developed by Williamson for a technopol was too 

narrow and should include politicians with wider economic knowledge, 

whether that is from formal or informal influences.  Politicians such as 

Hawke and Keating show economically literate policy actors without formal 

qualifications can be just as effective, or even more so. 

• The literature and the case studies reveals two elements to the variable of 

voodoo politics, that of hiding an agenda from voters during an election 

campaign and justifying reform by blaming predecessors. 

• The social consensus should consider the building of consensus ex ante 

and/or ex post, as both have potential to support government narratives and 

policy change. 

• Within the cluster of political conditions the character of a solid political 

base may affect the successful path of reform.  Chapter 7 raised the 

possibility that a ‘political crisis’ may also affect the prospects of reform.  

This should be included as part of a solid political base. 

• The comprehensive program variable might consider ‘incremental 

radicalism’,14 which was significant for the Hawke government’s later 

reform program. Comprehensive change can be effective when it is 

pragmatic and gradual, and not a ‘big bang’ approach.  In either case, reform 

needs to be appropriate for the circumstances, in order to enhance the 

prospects of durability. 

                                                                                                                                                 

14 Hartwich, Quiet Achievers: The New Zealand Path to Reform, 27. 
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• Windows of opportunity, narratives (both policy-specific and meta-) and the 

framing of policy are essential components of successful reform programs.  

Researchers can address them as part of the role of ideas, or of any other 

relevant variable. 

The findings of the study should be of interest to those involved in the process of 

implementing economic reform, helping them to understand factors that promote and 

inhibit successful policy change.  This work should also be useful for scholars working in 

public policy in Australia.  The research emphasises the importance of political vision, 

managed through experts providing advice, supporting and expanding the ideas of would-

be reformers.  It also shows that reformers are less likely to introduce successful change, 

without a policy window of opportunity.  Leaders should encourage continuous policy 

development, although policy entrepreneurs require patience.  The result is that policy 

proposals need to be constantly fomenting in the background, available on the ‘reform 

shelf’ for entrepreneurs to promote as the need arises.  The research in this dissertation also 

revives, expands and clarifies the seminal pragmatic and forensic conceptual framework 

conceived by Williamson and Haggard. 

The dissertation clearly shows that the durability of reform is more likely when promoted 

by a visionary political leader, in charge of a coherent economic team.  It also shows that 

ideas that may have been sitting on the ‘reform shelf’ waiting for a policy window of 

opportunity to open, help to underpin substantial policy change.  Local ideas or those from 

an offshore information spillover can both provide the basis for change.  Reform requires a 

government and a leader capable of building and maintaining a social consensus, where 

they support positive public sentiment and valence, which in turn enhances the prospects of 

policy durability.  A reformist government can use policy-specific narratives arranged 

around and consistent with the government’s meta-narrative to promote its changes.  

Successful reform may also require compensation for ‘losers’ and the support of ‘winners’.  

Ultimately, however, reform requires policy entrepreneurs and talented leaders who reflect 

values of patience, preparation, pragmatism and principle.15 

                                                                                                                                                 

15 Quiet Achievers: The New Zealand Path to Reform, 45-47. 
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When Gillard announced her intention to pursue a carbon pricing scheme at a joint press 

conference with the members of the MPCCC, she argued: 

We have proved it in the past, we’ve proved it with floating our dollar, we’ve proved it 

with reducing tariffs, we’ve proved it with things like reducing smoking rates, with Sun 

Smart campaigns.  We are a confident and adaptable nation and we are good at change.  

And because we are good at change we can do this, we can price carbon and we can 

deal with the change.16 (emphasis added) 

Gillard’s comments link ironically and coincidentally to the decisions reviewed in the other 

case studies in this dissertation.  The floating of the dollar and the tariff cut endured as 

reforms.  Obviously, the Gillard government’s CEFP was not durable as a policy initiative 

and given Australia was the first nation on earth to repeal a carbon price, Gillard’s 

comments above may appear somewhat optimistic.  Whether Australia in the 21st century is 

‘confident’, ‘adaptable’, and importantly, ‘good at change’, remains an open question.  

Whether Australia is producing leaders with visionary political leadership to foster 

enduring change is another open question. 

 

 

 

 

 

                                                                                                                                                 

16 Gillard, "Transcript of Joint Press Conference, Canberra,". 
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Mahon, 1-67. Basingstoke, England: Palgrave Macmillan, 2006. 
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