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Aftaer W4 inc

Introduction '

Buginessmen 1n Melbourne sre even more gloomy than Perth
businessman——-but without good reason xqless it ke the
Me ot gther). Thaeir sconomy s depressed and they are

Tosing monaey, Tt 93 true. But we are 1o
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ing as much money as
they are, and we have Tost sven more our commercial virtus
than they. Our Jloss of virtue, unless we regain Tt, and maks

plain to the world we have regained t, will cost us dearly.

A society-——any society--—and Tts attendant economy
depends for success on attracting and retaining good psople
and capital. Neither people nor cash will choose WA unless
they can expect to anjoy rewards commensurate with those that
can be had 21sswhers. Worss, those people and that capital
that are here now, to the extent that they can move, won't
stay here. Many of you will have heard Harold Clough explain
to the Rotary Conference how his company’'s best young

engineers ware working 1n Papus New Guines and Indonesia.

While commarce is much aided by the enforcable Taws that
maintain property rights, enforce contracts, protect nublic
goods and gensrally set the rules, 1n day-to-day affairs
commerce relies more on an expesctation of probity-—-—-1i.a.
Intgrity or honesty widely viewed. Parties to commercial

transactions do not expect the other party to seek every
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sge he might gain by pushing the law to its Timits. They
expect people to also be bound by probity. They trust other
ople to be truthful and fair to 811 concerned---the i

two Tegs of the Rotary 4d-Way test---and sre surprissd and hurt
when they are not. (Inm my opinionmn JTegs 2 and 4 of the test

only confuse a nice clisar matter.)

Westarn Australia has been & haven for Internationally
This iz in part because rich mineral deposits
B

mobile capital.
and srable Tand have provided opportunities for orofitable
investment. These opportunitiss are, howsver, no bstter than
many in Latin America and not as good as some in Africa. Yst
Western Australians have raised capital more sasily and mors
chesply than the oitizens of those countries becausse peoplse
investing in Australian projects or Australian companies felt

that they could trust us.

Peopnle will not [dnvest money or effort with those whom
they do not trust, particulariy if taking yvourseslf or your
capital off to another Country or anothar State is sasy.
Without the Trput of good peopls and good cash, our aconomy
must run down. When an economy starts to run down 9t can offer
investors of time or capital even less opportunity, and so it

Toses more people and more capital. The situation can

it

anowhal T---ask an Argentinian or asked the remaining
managemaent of some our corporate high fliers who would now

desperate’ly 1Tike to be able to ralse more sguity.

This 93 the sort of situation I believed Rotary and its
L-Way Test was supposed to avoid. Yet, 1 suspeot thiz chapter
may have done TittTle at the time that all was going wrong both
on the Terracse and on the HIi11 to ask, even some Tts own

members, whather some matters were the truth and fair to all.

WA Inc.

ATthough the rise and fall of WA Inc. hardly ranks with

a3

Faderation or with the declaration of war, in my apinion.



was one of the more Tmportant episodes in Auztralian politics
to date. It is obviously important for the damage it has dong,
but it s potentially very much more [dmportant for the
instruction Tt might give. WA Inc type behaviour, if made more
general and perretuasted dndefinitely, would eventually destroy

our society.

It s not thet T think that WA Inc. was gualitativel
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different from several more isolated events, under governments
of both persuasions In several States and the Commonwealth. WA
Ino. was exceptional among these events only because it was a
congcious stratagem of the Burke administration rathser than an
ad hoc response to the blanddishments of vested interests, and
bacause of the scale on which it was conducted. For the health
of our Tittle democracy, its Jessons must be Tearmed szo well

M

that we can with honesty say: "Never again'.

My topia, Tz thus necessarily & political one. It wss
suggested by your conveners. ! congratulate them bescause it
segems to me that too often businessmen (and vou are mostly
businessmen’, who claim to believe in democracy, Talil to
understand democraoy, because they are too bloody precious to
enter the political processz. You treat politics as though
politics werse herneath your dignity. Arnd, of course, you get
the governments you desarve.

One irony, among many, iz that businessmen, who never

cease to complain about politicians, never cease to demand
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ws to control things thet ought to be Teft to markets and to
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Ties———that s, they, a3 much as anybody, are responsible
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for our badly over-politicized society. St George's Terrac

could have nipped WA Inc. in the bud but through dgnorance or
the hope of personal advantsge Tt chose not to. Another drony
is that businessmen almost never try to dmprove the guality of
by seaking office themselves. Frankly, gentlemen, if

=
vou want the benefits of democracy, you ought to contribute to



I gather that wour conveners were hoping for an upwards
and onwards sort of address---~the sort of thing Harry Lauder
did well to music. [ don't. howsever, believe that states
recover from minor disasters Tike WA Inc, or tindesd from major
disasters Tike the Second World War, by being Harry Lauderigh
or by chasing the O0lympic Games or by conducting expensive
swimming meets or boat races. Those are the circuses of the
Thraad and circuses’ of which Gibbon wrote. Circuses provide
an opportunity for not facing up to real problems. Gibbon
argused, I think persuasively, that they contributed

.

significantly to the decline of Roms.
What Western Australians can do mnow g Timited by very
many problems. Most of which have nothing to do with WA Inc. I

wil7l, however, concentrate, only upon gome that have.

WA Ine Ts & pretty vague term but I think we can say
without misrepresentation that Tt was quintessentially a
political style. [ will, therefore, start by making four

points about the style:

r, Morae than any other governmental style since that of the

Rum Corps, WA Ing. exempiifies government that has

forgotten the rules that ensure that all governments take
the interests of the governsed \into account. It,

therefore, s bad government.

. Wa Inc. has some obvious parallels with the corporatist
governments of Mussolini's Italy, and more recent
Austria, Sweden and perhaps Singaporeg---a four-way
marriage of organised business. organised labour and both

political and asdministrative government. It would by now
have had a Tot more in common with these regimes, 1f 1t
had not fallen in a hole and, except for current attempts

to avoid disclosure, ground aimost to a halt.

3. I think another fesature of the Burke and Dowding
Govarnments was even more important than theip

corporatism. Because there are parallels here with the
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Sourbons and the Stuarts, and for want of & better name,
I will call this attitude the doctrine of "The divine
right of governments”. Our Western Australian Ministers
sgemed to have convinced themselves that their democratic
a@lection gave them carte blanch. They did not seem to
accept that the monies they controlled and the powers
they exercised were held only +in trust for the psople of
WA, and only to be employed in_the terms of that trust.
If they had understood as much, {a principle that, say, =
company director needs to understand rather wel]l these
daves) they could not, for Hdnrstance, have usaed $400
million to buy a petro-chemical plant that existed only
on paper. More recently the Lawrence Government could not
have prorogued parTiament to silence politically~-
Tnconvenient committess---that act was eguivalent to
closing a general meeting to avoid sharenolders

gusstions.

4. Although the term "WA Inc."” ds asssociated with the Bourke
and Dowding Governments and by modern Australian
standards Js undoubtedly particularly ugly, Tt 98 not
undgue. Most of the sorts of things the Burke, Dowding
and Lawrence Governmaents have done have been done by
other Australian governments, of both golours. Deals with
paople who are too close, use of doubtful waluations, bad
imvestments, favouritiem, contempt for pariiament and the
covering up of things ths public is entitied to know have
171 happened before, 1f not on gquite such an ‘inglorious

scale.

i

The most frightening feature of what went wrong in WA g,

without any doubt on my part, the want of an understanding of

what, 9n fact, did go wrong.

Although at any point in time there 98 a better and a
worse political party, and- I, mot unnaturally, have a
preference, I am not particularly nterested in partisan

politics. I am well aware that all-wirtue does not sit on ong



side of the parldfament. That brings me to the first post WA

Ina point.

ATthough [t s Hdmportant that the perpetrators of WA Inc
be punished, so that no one of oith=r political colour s
tempted to do Tikewise, the Labor Party should not be done
Tong=term injury. Western Australia nesds two approximataly
balanced political forces--—-gach to keep the other honest and

n o ite toes.
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Affected WA in four ways

1. It cost & Tot of money

It set in place a Tot of structures and practices

N3

3. It gserdjoustly dnjured the public service.

4. It cost our good reputation in such dmportant places

s
9

London Tokyo and New York.

Let us see what oan be done about esach and then resolve
to do dt.
Money
Most of the $1000 million or so s gone for good-——it was

blown on high Tiving, horses, stee’l that will never make a
petro-chemical plant ete. Some of 9t was transferred from
taxpayvears to favoured people. That JTatter was unjust but it
was not an economic cost In that some Tifestyles were enhanced
at the expense of others. AlTthough it might in theory hs
possibhle to recover some of the Tatter from ex depositors with
the Rothwells, the Teachers Credit ete that i3 pure theory-—-——
the thought Teads on to no practical action. For &1 practical

PUMPOsSes your money s gone. Forget t.
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Since the Tosses were mostly made by us through the
government, the guestion arises as to whether the government
ought to make good the lToss by rafsing taxss to a higher JTeve]
than would otherwise have bsen necessary, or by reducing
services to s Tower Jevel. Either course will cost the state
people and capital but I +hink that on balance the JTatter wi

do Tess to drive people and capital away than will high taxes.

The Structures

Some of the malign structures have already gone———Exim for
instance. Others such as the SGIC and R & I Bank can be
privatised gasily and should be. Ministers who do not control
commeraial organisations cannot be tempted to Tean on

T or venal ends. Nor can they

o

managements to achieve politic

be acaused of Teaning on management when they have not.

In passing Tet me say something about a rather gilly view
{at Teéag I think it s rather silly) that hag wide currency
in the Lﬁbéﬂai Party. It 98 that the R & I Bank 93 needed in
oubidia h@hdﬁ.tﬁ\pﬂavﬁde The mongy for big Western Australian
nrojects that théxﬁ{eadqu Fastern States banks would
discriminate agaﬁmst; In the first place, even if it were true
that the Big Four had an Eastern State biss, there are
international Banks anxious to JTend to good Western Australian
arojects, I not gquite as anxious ss they were before they
heard of WA Inc. With the pogssible exception of the State Bank
of NEW, anrd conceding that the R & I appears well on the way
to recovery, the recent record of State Banks has bsen
dresdful. It has been dreadfu?l because the State Banks have
bhacked sami-politicised Tocal pipe dreams. The R & [ should be

mm
placed out of the way of temptation.

Parhaps the most mportant post-WA-Ino repairs have to be
done to the WA ¢ivil service. The [Tnappropriate political
appointments———and theare were many---must go. But mot all were
Tnappropriate. If thisg Government or the next s serious about

cleaning up the WA Inc. mess it will have no option but to



take the advice of someone or some people, although the Tist

is not Tong, who thoroughly understand the WA Civil Service

and have an unassaiiable record of professionalism. I am

assured, 1 balieve reliably. that there s no shortage of
1

dpper-middle Tevel talent in the WA bureaucracy.

The problem is not Just that of political appointments.
When professionalism no Tonger Ted o promotion and when
sucking up to ministers and ministerial appointees did, WA Inc

sariously distorted the ocivil service proper.

If the Civil Service 3 the most Ymportant reform,
Parliament s not far pehind. If there is & change of
Government, which seems not unidikely, the Coalition must
resist the temptation to treat Parliament with the contempt
the present Government has treatsd it. I fear that they will
not resist the temptation.

Pariiament must sit much more than it does, Tndeed, I
peliave Tt should sit for most of the vear. Its committees
should be made effective by providing them with funds to
amploy axperts, by appointing people to them who respect
parTiament to the point where they ars not slaves of the
Cabinet and Party Room or Caucus, and by co-operating with
information on reguest. The Speakarship and Question time
should be reformed to allow the Opposition to use the forms of

the Assembly to probe ths Government.’

Commercial confidentialdity g not a reasonable pleas when
made by a Minister of the Crown. Those who do business with
the Crown must, therefore, expeot the transaction to be
rovesled to all. The reason i3 simple. The Crown has a
monopoly of the legal use of force. It can cover its mistakes
by regulating competition out of the market and by taxing, and
the citizen cannot declineg to deal with the Sovernment as he
can decline to deasl with, say, a badly run supermarket. The

only 9mposed discipline the government Taces, namely that of

! C Ulyatt, Shifting the Ealsnce, AIPP, 1880,



the ballot box, reguires widespread and perhaps detailed
knowledge of what the Government has been up to. There s no
denocratic alternative. This s another reason, perhaps the
prime reason, why Governments should gat to Hell out of
sommarce where confidentiality does have & place-——indead

whers Tnformation i3 property.

A Labor Opposition must be able to uncover and publicise

a Coalition Government's mistakes and chicanery. Democracy
will not work unless error g publicised. Opposition MPs have

a unigue Tntersst in doing this task well and they should be

given avery opportunity.

The Government media propaganda machine should be

dishanded

The private sector alszo has some structures in need of
reform. With hindsight, 1 belisve we can say that the Stoak
Exchange's supervision of some of our corporate cowboys was
Tezs than ides’ But I do not believe that any particular

structure in the private sector is Tikely to be so much better
than another. For example, so lTong as the Tgga’l position s
clear and well known, 1t does not matter much whether Ynsider
trading is Tegal or 91Tegal-—-—1Ff the former, the market will
punish emplovess and directors who place their own interest
zhead of shareholders; if the latter, the Judges will punish
them. Either way, the systom will be +dimperfect. The most
important thing not to do s to pretend that supervision s

T

more parfect than 15, as happenad with Rothwells, Teacher's

it
Credit and in many other cases.

In particular we should not assume that regulation
reduces skulduggery. Legal complexity often (I think most
often) enhances the opportunities available to people with
flaxible ethics to flesce those who have a more strict view of

what 9z proper.

That brings me to the Test and most Tmportant of the four

conseguences of WA Inc.
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The cost to our reputation

I ask vou to tiry to take vour memories back to near the
beginning of WA Inc scandal, before the torm first appeared.
Events then set bad ethical precedents and damaged our
international standing. When the State Government purchased
Northern Mining for an sxorbitant price from a Toos]
entrapraensdr and flioated a diamond trust supported by taxpaver
guarantees, did not the Ministers show a cavalier disregard
for the trust they owed to Tocal taxpavers? Did they not set a
had sxample to people who were in & similar position of trust
vig-a-vis minority shareholders? Did not the guestionable
valuations and misleading presentation of the facts also set

bhad precedents for later, better known events?

At around the same time, by a process that was at the
time referred o sz extortion and blackmail, the Government
forced the Ashton diamond venturers to make @ huge unscheduled
contribution to state coffers. This unreasonable action

infuriated foreign investors.

I have started at the beginning but I won't go on. We
have o raoyel commission to do that. [ merely make the point
that the most fundamental shortcomings of the time were
gthical-——our political and buziness Teaders apparentily had a
problem recognising some circumstances that were not truthful

and Fair

nt11 we mend our moral wayvs our problems will continue.
This 43 begcauss, at bottom, both economics and politics are
fFounded n sthics. I know that that zimple statement sounds

praetentious. The Tact that does i3 part of WA's problem.

What s or was wrong with asking Rotary's guestions:

Is it the truth?
Te it fair to all concerned?



