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Abstract 

Despite the broader agenda ofmic[oeconomic refotmandthe: ,acc.epted 'fOleaf 
markets in this proce$s~government continuestointeNene inagricuUuralmarkets 
through the provision of adjustment assistance. Recent developments such as 'the 
so-called productivi!y focus of the new Rural AdjuslmentScheme are seriously at 
odds with contemporary polIcy theory Hnking.govsrnment intervention with market 
failure. 

A further concern in the area pfadjustment poUcyare recent initiatives!' presumably 
based on equityconsideratiol1sf such as regIonal development An interpretation of 
this shift in policy focus is. that it represents a form of rent seek.ingbehaviQUfOn the 
pa.rtof government faced with the proSpectbf downsizing in concert wnh 
deregulation Qfagtlculturalmarketingarrangem~nts .and the declining importance of 
agriculture as a sector of the AustraHaneconomy. 

Not~:ThO ~\JthotSareernployed by NSW Agflcu!ture in 'the "EI;OOQtn.IC SQ/:\'Ieos Unit The VIeWS expressed· 411 tl'Ull paper am 
these of the authors. fa\her than {hOse ·of NSW AgrIculture 'Or tM NSW GOY(}f:nmtmt 



Introduction 

ThemOSl recent developme,nt$inagriculturaladlustm~ht poUcycanbesummari$ed 
by reference to .. the . Comrnonwea.uh~s .. reoently ... annoUhoed Rural Structural 
Adjustment Strategy. Components oJ thfl,strate,gy 'inclUde: 

~. the National DropghtPalicy 
.... the revised lrtcQmeEqua,1isa,tlon 'Oeposit Scheme 
-Farm Management Sands 
- the . revised Rural Adjustment Scheme 
.;.,. Landcare:and 
- the CommonWealth Economic 

Development Slrategyfor Rural Australia. 

The Commonwealth proposed the Bural-SJr!!gJ.J@LMjY§it11e~nL,,~it~t~gyon the 
basis that it Is an lI[ntegrated approachll and will provide a IIframeworkand 
consistent direcUonH to government policy_ AsweUj it airrts to address: 1ilong . term 
structural adjustment and increase self-reliance: amongfarrn tnaoagerst1

• The 
extent to which these policies are truly inte.gratect. partfcutar.ly drought policy. leD's 
and .AASand the appropri.ateness of the direction they provide, are the subject or· 
this paper. 

Despite recpnt reviews t IEO·s t RAS and to, a lesser extent drought policy ,have 
remained larguly unchanged for aconsfderable period oftime~ Thera has beenmUe 
appHedanruysi$ of their effects and interrelationship.s. With the .announcetnentof 
the Structural Adjustment Strategy, it could the re·fo re· be argued that emphasis has 
.simply been on repackaging these products. rather than seriously questioning the 
need fer government to intervene in market processes in this way. 

It is therefore ques.tionable that thIs policy package should be seen as providing a 
framework and consistent . direction, A particularc;onoern is the failure of 
government to withdraw distortionary 'forms. of adjustment assJstanceand the 
associated shift in polioy emphasisfrome.fflciency loequity (sociar .justice) as 
reflected in the rece:tt move by government into the area of regional development 
This changed policy focuscoutd alternatively be viewed ,as rent seeking behaviour 
by government,. faced with the prospect of downsizing in Une with deregulatiooof 
6.gricuUural markets and the declining importance of agriculture as a sectoral the 
economy. 

A further symptom of rent seeking behaviour 1s the development of ·vislons· with 
which government endeavours to justify new forms of government activity •. The 
Rural Structural Adjustment Strategy has for exampte been put forward ,as being 
consistent with the Commonwealth 'visioQ1for agriculture. This vision, with its social 
engineering connotations, is outlined below. 
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The cQmrnonweaU~~$ .. vision .foragricultUreis "fUl . induslry .Whidh . is internaUonally 

CQmp~titive~operatesonthe principl.es .of susUlinable development.. 'self relil:lrice emU 

responsible risk managemeht.hasstrOnglInka~es . with 'effioient: :Pusinessesand,ls :part of '.(1 

commurtityof people who aspire to JiveineconomlctlUyviableand sociaUYlusf ruralatea,.s, 

This visionrequtres strong tegipn~li$edindU$tr,ies wbicharebasedona hign1eval of value 

addlnganc;i further processing .of ·.loca:lJy produced primary pr.Qducts.uslog leadiilg.· edge 

'technologies' and management. and areeffecnve ma,rk.eters.of ruratproducts.in international 

markets. 

Such .a vision must also include a. conceptoftVral,cornrrlUnities as centres with a;stro.ng 

and diverse :e(;oflomic.b9.se which ~ngenerateintematiQnaUycomPetltive ,products, and 

wherepeQpfa have ready accessloroQderntechnoTOgY andtnahagel11ent~ 'traosportand 

cQmmunlcaUorls~educattoh.andsoclal and 'culturaJopportunilias. 

Within this framework ihertl is still a major role forgo'lernments laansuratlleeoonorrllC ·and 

institutional ·envtronmentisconduciveto$Out1d deCiSIon making, Governments can lead the 

way in promoting attitudinal change. can provideaC:h/iceandgutdanc.ethrough education 

and extension and can Improve the operation ·of markets $uch as for .i.nforma..tion O(mg.ma 

and Grant 1993), 

Drought Potrey 

The National Drought Policy •. based. on .. work .of the ... Drought PoUcy.Aeview 

Taskforce (Drought Policy Review Taskforcei q90), involved transferrtngdrought 

provisions from the National Disaster Relief Arrangements to the ~exceptional 

circumstancesl provisions wi~hin the new Rural Adjustment Scheme. With the 

Commonwealth reserving its right to provide assistance In Umesof extreme 
drought, 1991 and 1992 saw extended debate between the 'CornmonweaUhand 

States on the finer points of the policy f such as when does a drought become .a 

severe drought. and who pays. 

The finat outcome was: 

- increased funding. for training in risk management: 
- increascj funding for drought related research; 

-aUowancefor severe drought in the'excepUonal 
circumstances· provisions of the newRAS;and 

- phasing out State transaction subsidies. 

in a general sense, by only underwriting severe drought and .endeavouring to 

replace subsidies with ttainingand researchtgovernment saw itself ill the 

favourable light of transferring a proportion of the cost of drought to farmers .• thus 

making them more 'self-reliant', 
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The ,'exceptional. ,clrc.umstances. proVisions." ,," re.presentlng ,.' part, of the 

Commonwealth's droug.ht~oUCYl provide for lnterest rate stibsidIes up talOO 

percent. To date the provisIons have b.een InvokedforunseasonaUywetweathef:in 

southern Australia resulting in rain damage ,to cropsf low prices in the wOollndystry 

and '0 rQ ught in NSVvand Queensland. . 

Theexceptionalctrcumstances ctiteriaaraqo attempt to describe, Ihose)seveni 

circumstanoes . relaUn,g , .. 10 profongeddrought", unseasonal, rain.e&treme 

temperature,disease, pests ,and. lQwcommodity prices. and • the. po.intat which 

qsslstancewlUbe provided (se,eAttachment).One 'can Ukenthem loa serles af'lif' 

statements\ that whUeprovjdingadministrativeeaseltr~nstate: into, 'fundamental 

inequitiesandinefficienciesl)pon ,implementation.ay definin,gevents t~atquanfyfQr 

assistance rather than using needs based criteria:t the provisions have, lheeffectof 

rewarding inefficient producers at ., the, expense of the ·efficient tf 'government 

assistance for short tetm problems such as drought wasasses.sed purely on ·a 

ne.eds basis, tather than also requiring events to be defined,theexceptlonal 

circumstances provislons Gould be removed and short term assistanoe addressed 

through normatRAS provisions. 

FoHowirtg recent activation of the, provisions In response. to low Woof pthles'~ hl 

conjunction with some somewhat .arbitr,ary rationing. ,tuies.t .a paper highUghting the 

inefficiencies asSOCiated with this fOrn'~· QfassistancewC:\$ gubmitt,edto the Standing 

Gommitte.e fo(, AgricuJtureand Resource Management by NSWand Victoria. A key 

problem raised was 'thataninappropnate instrument te lnterest rate subsidies. 

were being used to address what wat:;essentiaUya w.~tfareproblemj 1e perlodsof 

temporary financial difficul.ty (fot a dIscussion or :resource use distorti.oos.assQoiated 

with th'e provision ·of interest rate subsidies for drought and a 'critique of com.monty 

used arguments to justify short term assistance for events such as com.mOdfty price 

downturns and drought1 see Freebairn 1978 and 198$,. respectively). The 

exceptionalcircumstancescriletia have subse.quentlybeen referred toaworkmg 

party where the likely outcome wnt bea redefimtionofevents that qualify for 

assistance. 

Given . the broad ranging natureof~events that may potentiaUyquatify fQrEC 

assistance and the advisory rote to the Federal Minister 'for Prtmary Industrlesand 

Energy played by the new BYrglhQ1\J~en1.~Q!Jgrog~r;t~.$QCLQQtJJlQjJ inre1a.tlon!o 

drought, a further concern is theextel1t 10' which thecriterta and 1heroie ofRASAC 

lend themselves to increased lobbying by interest groups. On the basts of these 

concernsf it seems likely that the farm· sectors newlygatnedresponsibHi1y for 

drought management, wnt be mote imagined than real. 
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lED$cheme 

OeveloPn1ents in drought poney le~d to'qComm?oWeatth revie.wof leO·sin1992t 

with a revised·.s.chemeb~tng introduced at the.be.ginnihg 'of thi~ye;ar~Whnethe 

schemeoould not bejustifi.edonm~rketfailuregroundSt :a,case1'vf;:l~ presented in 

the reView whereby the scheme could .b~Viewed CJ$' . e., transItfonarym.ea$ure, to 

encourage :contfngency planning. in . the pro.c.essPf wInding back ,(lssIstancein 

"sas such,Q.s HAS. ThefoUowingstatement summarises 'the position; 

As weUas partiallyaddres$jhg pari()dll1eqUfty~. the H:OScheme can therefore Qeu$ed a$a 

\lahide,t()eheO~aqe: the strateg'le usa.Qf'surptusfiJnds 'over 'timet thus reducing reliance 0.11 

current asslslanCe arrangemenlS t no.tabfydroughtandstnJctuml adjustment. a.$Si$lance 

provided through .\ha RtJratAdjustment Scheme,ln .Ulis·CQnlex1. the ' .. leD Saheme ... is 

potenUallya mechanism toencouraga'a;greatertev,al of contingency planniog Wlthin 'the 

fatmSec:tor, thereby providing government with .atloppOrlunlty tostra.teglcally fe.ansn 
assistance poUcyina. way thati$ mOre Ukelyto achieve the ,Gbv~mh1ent'$efficiehcygoa.I$, 

The extant to whtchsuchan oojective. for the \i::'O$cheme ,~n 'beembraceo. however* ·is 

dependent .upon the ,e~lanllo which . government policy IS, likely to ohange:trom on~Of 

poliUcany expedient 'financial assistance. toone :oftruly encolJragingfinaoclaJ seU .. relianc~ 

lO:ouglas·and DaVenport 1993). 

It is . interesting to note that. a hew deposit ;Soheme.farm . management bonds 

(FMB*s), were not .<;1 recommendation from the review, yet they were introduced, 

bringing ioto question the policy formation process and the extent to which poUtioa[ 

imperative overrides considerationsofeffic(ency. 

The obvious confusion associated with paraUat deposit schemes and the difficulties 

that could be anticipated in iegislatingfor thoseidifficult ttmes~ atwhlchFMB~s 

could be withdrawn! again reflect poorly on the current process of .policy 

developrnertt8ecauseof thls problem •. the onus of proof with respect to when 

FMS'scan be withdr.awn has been placed on the depositor. opening the way for 

sublectivityand abuse. 

Apart from the obvious polIcy inconsistency between the· self help natureof.'ED's 

and the concessions available under HASi 'afurther inconsistency is the similarity 

between the criteria under which FMS·s can be withdrawn and Ihecriler:iaunder 

whl.oh the exceptional circumstances prQVisionscan be Invoked. It would seem the 

latter would act as a disincentive to use of the former. 

The Rural AdiustmentScheme 

The RUral Adjustment Scheme was recently reviewed by consultants (Synapse 

CoosultingPtyLtd 1992) Who were asked to· reportoD 'the ,efficiency. and 

effectiVeness with whioh the scheme was me.eting its objectives. « Le.gislatlon was 

passed tate Tn 1992 and the new scheme was intr.oducedatthe be.ginning of t993~ 



Operational changes to HASlhCluded; 

,... amalgamaUngPa~sA,:BanQOi 
.... Farm Household Supportadrnini$t~redby,the' 

D,epactment of Social ;Security; 
-more. generQusexitprovlsjons. . ($45,000); 
- introduoing the, EO provisions; 
-changing lheCQstshCifing arrangementsbetweert the 

Commonwealth and states';a.nd 
- proPQsedrevlewof the scheme In 4 yeats (tS96}ano 

term inatjo n in eight years . (2aOO).~ 

SuperfiCiaHy there was, Utf.fechan,gebetweeh :FiAsaSandthe'oeW ~cheme.lntere$t 

subsidies ... remain avanabh'~i . but with a .. chansedpror,JuctiVnyfoou.s,,Carry;won 

assistance prevlouslyavaiIable under PartBis nowavaila,ble under theSe 

prov!sions.and household support, and exit a$$.i$tancerernaln. 

HASSS 

Part A 
5Q9'b subsidy 

PartS 
oarry".,on 'finance 

Part G 
househO.ld support 
& re-establishment 

flAS92 

new HAS productivity 
provisions 
50~{' lot subsidy to $20 .• 000 
p.a. 

Exceptional 
CircurTI.stances 
up to 100%101. rate subsidy. 

Farm Househotd 
Support (DSS) 
& fe-establishment 

Of major significance howeverfwas thefundam.enta\ shift in the deUveryof interest 

rate subsidies (the primary form of ass [stance provided throughAAS)!from 

targetingfarrners that weremarglnaHy viable, 'typically with debt reoonstruction 

assistance, ttl targeting those .already sURPorted by financial markets ·in undertaking 

productivity improvem.ents. Adftectquotefrom the assessment criteria for 

productivity based interest rate.$ubsidiesundet the new scheme. is that 

Itfarmers must be able to access .c"mmercial financ~ d 

WhHe previously government Was viewed as a guarantor for themarginaUy viabJe, it 

now. fills the role of good samaritan bearing gifts to the viable. Given the obvious 

need under this boundless productivity focus for HAS ,funds to be raUoned j HAS 

authoriileswould now be forced into the difficult pOSition of developingaltetnative 

criteria to thoseQf commerciallende.rs .. 
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concer~a.bQut IheneWpro?UctiVily 'focus wa$also recentlyeX.pres$edby the 

C~airman iofthe8QprdoftheNS\AJHuraIAs~jst~n,Ge Authotitywho st~tedthat 

flevenat thiS9Flrly staQe 9fimptementatlonQfth~?eWgUidenne$t,theBoardha$a 

concern that theseguldeHnes'maydeny'needegand Jl.lstifiabJe:supPQrt toa very 

importantgroupofpreviop~ly. Pto\(enviab)~farmer$who, h~ve the POtehtit:i1, to be 

viable'agalnrt(New South '¥vales Rural AssJstanceAuthority i1993h 

Qnecan ·.only surmise atwhat rnighfhave·lead'lo:brQadenlng the tatgelgtoup in 

.this way. The GOI1Suttants rafsedconcernsabQut maximisingthe:rellJrn to the 

RubBe's iovestmeo!lhfarmadjustment-f;ls.ifthatinveSlment WaS Justified ltlthe 

first place .• 

'Perhaps,given the .sChemes.structutaJ adjustrnentolJjeptive$j .antirecognlsing the 

limiiedirtlpact that targeting the . marginaJly vi~blehadonpveranadILJstrnenti it was 

su~gested\a$sistancebe provided to . alt. AtternaUvely. it.'rna.Y havebeen·racognised 

that market {aflura. regardless ofexistencaornature. was unlikelY to be limited 10 

effeotto themarglni;lUy Viable .• and therefote.againanatutal .. progtesslonwas to 

ptovideassistanoe 10 :all. 

White one Can only hop.e thc:itsuch arguments were notthe:basisQt the,ohan,ge to 

abdundless productivity focus. the review~rs should perhap.s be. given the benefit 

of the· dQubt,ihsofaras they may have proposed the productivity focus appreciating 

that its." ,shortcomings woufdlead to an earlier termination of thesonemethan 

otherwise. . 

Whatever the case, the current ve(siot1of the scheme will u.ndouhtable go dOwn ·as 

one. of the more significant government:failure.s of recent times. 

Previous RAS Reviews 

This recent derailment of the RASmay also in part be explained by the irregular 

and inconsistent revIew process to which the scheme has ,beenexPQsed.(fota 

delailedovervlewseeMusgrave 1990). OrIgInally IntroducedOh 1 January 1977 

under the States Grants Act, the :objectives of the scheme haves]nceremglned 

confused in relation to efficiency and welfare. presumably due to the schemes 

political Underpinnings. 

The HAS has been reviewed by the Industry Commission twice, in 1976 and 1984. 

The fact that subsequent reviews in 1987 and 1991 were by consultants (see 

Coopers and LybrandWD Scott '1988and.Synapse Consulting Ply Ltd 1,992), 

raises concerns about the rlgour of the review process. These later reviews had a 

rnorenarrow sectoral foc)s. conoentrating on how . well the scheme meets lts 

objectives, rather than questioning . the objectives within a broader economy-wIde 

framework. Furthermore, 'few of the recommendations from these inquiries relating 

toaccountabiUty of the schemel have been adopted. 



The 1976 review by .. the IndustrIes . ,Assistance .CQrnrrH~stQh . (lAO .1976) is 

remembe.redfor highlighting. thelnequrtie$andinefficienoi~5,associatedwlth ·thef 

Individualcomrnodity based assistance schemes thatexistedunderth~ BUfa.l 

Reoon~truction Scbeme •.. Unfort~nateJy ". however~ ·.rather. than .. recommend· that such 

measuresbe.wllhdrawn to overcome the probJem.the Gpmmissionrecommended. 

that. cQmmocJity hased . schemes . be replaced by amore, broadlybasecJ . :schem~ 

provi~ed.onacontl~uing basis. Furthermore,recognisin,gthatmeasures, ~thetthan 

increasing propertysi4.e would faciHtate(}djustment,. the.Qommissfon recommended 

farmdeveloPl11ent measures be'ihtrodUced. Unusually,. the Gommissioo foclJsedon 

inconsistencies inappUcationofthescheme,. rather than onconsfderationsof' 

efficiency t 

In the 19S5 review (lAC 1985). the· Commission f?cused . more ,on. the efficiency 

implications of government involvement in. adjustment While at that time .;a:case 

,could not be established on the baslsQf capital market ,failure to support the 

scheme. it is. interesting to note that the· OO.mmisslonendeavouredto Justify its 

1916 decision to continue the soheme ort the basIs ofoapitalmatket fallure.Jn the 

tS76 report; however1 there Is no referenoe to capital mark,etfa,iJureunderpinnihg 

the recommendations. White the commIssion appeared to have second thoughts 

about what was proposed in the previous revie.w" it was the classic,caseof'onc,ea 

vote winner is in pface"itis almost impossible to' withdrawtul1less of course: 

budgetaryconsiderationsdtctate otherwise. 

For many the 'RAS debate is often confined to the effects of concesslonalcrediton 

land vaJuesand its potential to s(owadjustment through the retentlQnot non-viable 

farms. however lack of analysis has largely relegated these concerns to popular 

conversation. AlternativelYi such concerns have been dismissed due to What is 

,considered to he a relatively small amount of fUnds being directed thr.oughHAS. 

While it can be seen from Figure 1 that this .assumption aboutouUays has end will 

become less vaUd. direct budgetary outlays are nevertheless likely to be a, poor 

meaSUre of the real cost of the scheme. 

Figuret.RAS Outlays 
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Given· the Increased dabf that can be. SUpported ttlfOUgh interest subsidies versus 
Goocessionalloans.more . importahtwm be. the supply respPllse~ffects()f 
subsIdised debt and the subsequent price and income pena.ltiesilnposedon the 
efficient. by the inefficlent. 

R ural:Adju$trnentSchem.eAdvisoryCou ncit 

Under the Hural Ad]ustment Act 1992 the Rural Adjustment Scheme .Advisory 
Council (RASAC) . was appointed by the Mlnfster for Primary Industriesandl;nergy 
for a term of thref; years from 1.January 1993 to $.1 DeOember1995.RASAC has 
responsibility for tecommending to the Minister a strategic plant budget and annual 
program for RAS{RASAO 1993a). 

RASAC recently published. its first strategic plan for the. HAS. (RASAC i:993b) which 
apartfrQm its brevity is notable fOf the fallQwingstaternent by the Federal Minister 
of the tfme~ Simon Gtean: 

IIwhUe RAS i$ not the principal farce driving structural aqlustment whl.ch will 
continue regardless of RAS. it is an important oneil ~ 

The statement is Interesting, because it c!earlypositionsgovernment as consciotJsIy 
intervening in markets. The lack of justification for government intervention, in both 
this statement and the .RAS Strategic Plan, placesgovernm.entin thepositfon of 
accepting an ongoing rote In structural adjustment. Such a position is difficult to 
defend against the proposed termInation of the soheme in the year 2000 given the 
Inference that from then on !structural adjustment will nQ longer be a problem. 
Al1ernative.IY, the year 2000 may be vi e.wedas being sufficiently faraway ·as to 
enable alternative Justifications to be developed, 

RASAC SUb...,Committees 

In order to ensure RAS is achieving Us objectives in retation to the three HAS 
themes of prod uctivity $ profitabIlity and sustain ability, varioussub-cornmitlees to 
RASAC have been formed. While the work ·oJ the 6ub,...committees provIdes a 
useful insight into potential new directions in adjustment policy! one needs to be 
mindful of the expansionary Implications of much of this work, and therefOre. its 
possible inconsistency with the proposed winding back of RAS. 

A further concern is the extent to which councUs and committees, clorninatedby 
sectoral representation result In a certain maintenance of sectoraUy based polley 
outcomes. A relevant digression is to consider the extent to which the overall 
agricultural policy formation proCess, comprising State and Commonwealth 
representation on the Standing Committee for Agricultural and . Resource 
Management. and subseq.uently ARMGANZ,leads to policy outcomes more aligned 
with sectoral rather than national objectives • 
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~erf¢rmatlceindrcatQrs·$up .... Co,mrnittee 

In order tQaSS9SS theeffectivene~sOf~RASt theconceptofp.erformance. inciiGatQtS 
is currently being addressed fjYc;l RASAG Performancelnd(cators. SUb~CQmmittee. 
The thrust of the Committeets work has been to 'first redefine what HASauthoritle$ 
should be dQing lo overcome adjustmenlitnpediments, so thatappr,aprlate 
indIcators can them beo(,)llsidered. 

For most impediments~ ihformaUQnttrainlng .andGounsellin~ ~reidentifled as the 
appropriate RAS measuresj providing an IndicaUonOf possible futUre dfreotlonof 
the Scheme. 

In identifying theaxtent to which SUChJl1eaSUres OVercotnei impediments how,ever:f 
.obvi.ously it w.ould be dlfflcuJtto Pbryst~uctPerforrnaJ1ce indicators .. that net our the 
contribution ,of HA$ Jo farm ptoduc1ivityt profitabiUty and sustaJnabUity from other 
factors suchasseasooal infJuencesand .com.tnodity price movements. The Sub­
committee is therefore Jikely torecQmmend. that ralherthan measure outcqmes, 
diagnostiC procedures'. be put in ,place to more closely ,align the form of assistance 
provIded with . the particular. adJustrne.nt impediment$ beingenoountered .~y 
indivfduaffarmers. Under this approach, accountability reduces to being runctionaUy 
Gorrect, but as with many government serviaeswUfnotextend to anactusJ 
uncerstandfngof the benefit andcostsofgoverntnent expenditure in this area. 

The Sub .... committee wfU .alsolookat howcO'nslstentfyRASauthortties deHver 
adjustment assistance. Significant inconsistencies can be expected1 which while to 
some txtent may reflectdifierehces in locatcondltions~ will also reflect lnefficlenoies 
in the de\iveryof publicfunds+ In $C).mestates where farm diagnostic.s are 
under :;.at\en prior to givin.g ,assistance. such as in Western Australia.asslstarl .~ 
measu'"es are more closely matched to Cidjustment impediments. But in oth .... f 
states t interest subsidies are universally used to treat adjustment problems) despite 
the cost oicapital hot beihgan ilnpedHnent, 

Fiegional Adjl,.ls.tmentSub.,.;Commltfee 

A second sub-committee. the 'Regional Adjustment Sub .... Committee was formed: 

'tadevelDp a national :Jverviewaf regional actju$tment l1"f!:,~,fl$. from a 
rural inausttv perspective, In oreter to facilitate p.riQrlti'sation of 
resource comrnltment. I 

The Sub-Committee invited RAS authorities to identify 'areas that may requ[rea 
regional approach to achieve adjustment S-Qafs\ consistent with new provisions in 
the Act. The Bureau .of Resource Sciences on behalf of the Committee then 
produced a report identifying adjustment issues across Australia (BRS 199.3). The 
loose usecf terms, Ie adjustment lneeds' t 'goals1 and 'issues· f ultimately lead toa 
report of limited use that recommended more work was f,equired to identify. not 
surprisinglYt adjustrnent it:r.1P-.ediment§~ 



Lack ofeconomlc input totheBRSrepoif Was .alsoreflected inregiQhaladjustment 
issues then being classified into Ihreegroups: 

- those reglQhSrequiring deveJoRtnrulttQ iltlprove industry 
efficlency .and jnternationatcompetltiveness; 

- those raquiring,gg}L§JQP.lJ1~nt to lmprove farm viabmty~ and 

- those with major . resource degradation issues to be 
addre.$.sed to improve the long lertnviabitity of farming. 

Theclassifioatloh is of questionable use from a pofioypetspeotive due to Us. focus 
onoutoomes (visions) rather .. than . ca.uses.More . generally hOWever, .. the. regional 
approach toihe provlsionof'adJu$tmentass!stancesuffers fromeffioienoy and 
.equity problems associated with bounda.ry definitions and the additional 
administrative arrangements thatwoutd be required. 

Land TradIng Sub--committee 

Provisions were included in thensw RAS Act for trading in land by HAS authQrities 
and a Land-,Trading Sub-Committee was formed, This Was de.spite low levels of 
fand tradIng prevIously. as reflected in the fact that in 1992-93 there was only four 
cases in Australia (see RASAC1993a). 

The perceived problem is the situation where low and negative equity farmers are 
unable to seH their properties due to a depressed land market and banks are 
unwUHng to foreclose for the same reason. Thfs stand-offsituatton is thought to 
slow farmer exit and therefore adjustment and lsconsldered by some as a form of 
market 'failure. A paper by Edwards (1976) on the price. gap between what sellers 
are wUting to sell for and what buyers are wilting to' offer, considers this to be a 
normal part of marke,t processes. 

In relation to the pOint of slowIng adJu$tment,lt is diffioult to imagine why 
government would be any better at selling properties than farmers or banks. 
Hence. while a farmer may be able to exit sooner than otherwise, there is unlikely 
to, be any efficiency gains In terms of resource re-allocation. I{government Were to 
affer. to pay 15 percent: of secured debt to .a maximum amount of $451000 
consistent with the Western Australian scheme,such interventlon simply represents 
a financial transfer from government to financiers. a form ofgoverllment 
undetwriting. encouraging less judIcIous decision mak.lng and flexibility by tenders. 
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rarrnHlIf1HU1 HesourceOevetopmeotSUb .... O.ommittee 

The last RAS review stressed the ne~d. to. provide resources for increased farmer 
education and traintn9'+ It was found that In 1991,...92 only 3 percent ·ofth~ liAS 
budget. on averageacro$sstates, was spent on tra[ning'. A farm human resources 
sub-committee was . form etf , concerned wIth how best to use RAS tofacUitate the 
development of farm human resources. 

At this stage some broad strategies are 'beingdevefoped involving .res6.archinto 
iS$ues such as why farmers dontt attend tralningprogramstsponsoting the 
deve1oprnentof case study materiatahd reviewing institutional settings. 

Co nclusi ons 

components or the Gommonwealth1s Rural Structural AdjustmentStrategYi namely 
drought policy, IED~s and·HASJrepresent temnantpolicy constructs whloh owe their 
survivaimore to poJiticalmerit than considerations of the efficiency and 
competitiveness of Australian .agrlculture,Whlle there has been some . att~mpts to 
Justify components of the strategy, these have had little to do with market failure 
and perhaps more to do with either a directionles$ policy agenda or conscious rent 
seeking. 

Drought policy, as defined within the exceptional circumstances criteria, represents 
an unnecessary continuation of the need on the part of industry and bureaucrats to 
define events that qualify for assistance, rather than directing short. term assfstance 
sotely.at those with legItimate welfare needs. One of the Interesting contradictions 
of agriculture and those governing It, is on the one hand the .acceptance ofa free 
enterprise philosophy, but on the other. acceptance of government assistance, 
whereby the efficient effectively subsidise the inefficient 

While the lED Scheme was recently reviewed. the failure of government toer'\$ure 
complementarity with drought policy and RAS) and the uncertainty Introduced as a 
result of parallel deposit schemes now being in plaoet wUI likely render these 
schemes as unpopular as they have been in the past. 

tn relation to the HAS, the recently . introduced productivity focus and the 
introduction of various councils and committees to provide advice and determine 
future direction are indicative of .a program entering an expansionary phase rather 
than contracting in a manner consistent with reforms occurring in other sectors of 
the economy. Given the forthcoming review of RAS in 1990. and .assuming 
budgetary implications don't force an earlier termination of interest rate subsidies, 
the next two years wnt bea timely period for c(oserexaminationof the scheme. An 
early indication of politIcal intention in relation to RAS will be provided by the extent 
of adoption of sub-committees· recommendations and the extent to whfch a truly 
economy~wide investigation Is undertaken in t996~ 
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