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A:bstract 

Australia·s ReservePrice Scheme for wool was abandQJledin mid .. 1991 Ie~l\lin!l in its \,,'a.ktt 
a large "wool debet of $2.7 bIllion and a massive wool stockpile.Witb the aMoni~hin~ 
nC1ltIiescence of the '\Vool Council of AtlStralitt, \voolgrowerswHl continue' l,'urryin,g; tln~ 
debtundet the new uGarnaut" wool IegislatiOll~ I argue that Atlstralia fS wool policy dehad~ 
cannot be attributed entirely to hgreedy w()olgrowcrs" and ttu.\t, indeed, the polIcy mess i, 
largely the result of goverrlment failure in shuping tmd managing w~oolpolicy ~int~e 19K"]. 
111ere are g.ood reasons on economic, legal and ethical grounds fot the C(lrnmml\Vcr:lhh tn 
wdte .. off the '\vool debt't. 
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The A\lstrllUaU\vool industry is. insedous ttottble" In 1993 vroul prleesr·etlched their 
lowest re111 levels for over forty yenrs ·lltld speeitlUstwoolgtowetshnvc, 11cen tnakillg 
substunthU losses 1n recent. yettts(Al3ARB 1993)~"rhcehallces o.fnnynppred~lble turtl" 
ttround ill the situation. over' tbe near future nte not .large. And~ becaUKe of the mixed 
enterprise production sysi,etnsptcdominant QllAustn\llun rawls, the ptobh~JllS in the wool 
itldustty are also affecting nltlch of the remllinderof Australiu?s :b.roadncre(lgJiculture. 

The origins of thecllrre.ntwoolproblern CtUl be :trac~d tondverso nuu:ket ,de:veltlpUlelltsund 
t1 series of errors from 1987 ·onwnros itlll14,m1ging the f01'1ll0t Reserve Ptice Scherne {RPS) 
for wooL The RPS \Vus a buffet siock schem.e designed t.o mulnmin 111hllrnum l}rh:(~~ tll'e 
l\1inimum Reserve Price (~1RP) .- for wool SQld at Ut1ctiOll. The S(.;heme appeurn tohuvc 
opernted .reasonably successfuny over the period 1971. to 1981. ptob~tblybnv'illgstahili.sed 
atlcl.ion p.ri.ces at relativeJy littl¢ cost fotmuch ·of its hist.tJry (Cnmpbe>tl, Cinrdiner .md 
Haszler 1981; Hinchy nndFi.sher 1985). 'rhe Scheme was self*fimul.eing undwoolgrowcr"i 
\vere required to contribute via a wool ttlX to a contingency fund - thelvhuket Support 
Fund (MSF) - established to meet allY losses under the Schem.e~ By the end \)f 19~m,87 the' 
credit balan.ce In.the ,NISI:r bad reached some $1.8. bUUoo it about onc .. thlrd ofthevaiuc()f a 
normal season lOs production. 

The RPS fimiliy collapsed in ulid .. 199L The policy err~1r$ that contributed to its demiSt~ 
included, first, the decision to give the wool industry a large measure of control over 
setting the NIRP(\,Vaol lvlarketlllg Act 1987}, secol1d, poor judgements in perceiving u 
price spike usa new price plateau andl third, the subsequent decisioflsby the Federul 
Government not to exercise its veto power and to allow the MRPto be set and maintained 
at udearly unrealistically high level (ABARE 1988; \Vutson 1990; Has,de.r 1993}.\Vhel1 
the RPSwas finally abandoned it left in its wake a debtQf some $2.7 billion ttnd stm:ks of 
some·4.6 million bales of wool (811 kt greasy) about equal to a iull ):ettr"s clip. 

A single question dominates aU olhersconcemlng AustrttlianpoUcy to\vards the w('lnl 
crlsis. A:re woolgrowets sinners who need to be punished for theexees~e~ tbm cventmlH), 
killed the Reserve Price SchcJt1c'} Or are they tal'gely innocent victirns of the ponr 
judgements of Fcderttlmlnisters and burenuerats~ victims of the pOOl' Judgernents of their 
leaders,uud victilns, too~ of theirowl1 limitedknowlcdge. ami their wish for hi!,!ht't WOt~1 
prkes11 The general issue here is how we should uccount for government f(lilttl'\$. 'l'he 
question arises in the ease of\\fool because of the direct role of the C()tnlnotlwcalth ~Uld It ... 
ngencies in. shupingund implementing policies and decisions that brought about i\n\traJhl'~ 
wool crisis- the most dramatic and, nrguuhly. the worst rural policy deb~lcle in fift.y yeat'~. 

As lhe RPS came under intcl"lSC pressure in mid 1990, the Minister for Pr.i.m.\u'y Illdu~t:rk~~ 
and Energy established the Vines CommiUee (Vines, IvnUw' and Davis 1991 ~ co e:\amint:' it 

range of wool policy issues. One outcome was the estnblishment of the Austndian \Vool 
Realisation Commission (A \VRC). T'he AWRC took over the debt. the \vtml stock~ and 
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other ussets thnthad been held by the fottrler AustraliartWoolCo.rpOttttion fAWC,and Ims 
been :repnyingthe debt tbrO\lgh :atombhlutionof stock sales and tt'ta.xon wtmlg:mwers 
(AWRC 1992). ,By tbeend ·0£1992-"93 the stockpll.e ,anddebtlmd been reduced t() just 
tltJd.er4 nlUIlQnbales und, $2 • .3 hUli.on tespecdvely(AWRC 1993). 

Amidst aU the continuing difficUlJlesof the wool Indllstry~theMinismr fm'. 1~rblla~1 
Industrle$and Energy tlppointednnother wOollndustT:yteview cotnmittee,. this titl1e beaded. 
by . ProfessoI'RossOnrnaut~(GarnaUlt BeXlJlett and .Price .. 1.993, to. .. ·'teview ... thewn~~l 
industry'S stmctures and organlsational~u'tangement$nwith the nim of helping the Industf, 
It ••••• work its W(lY out of the pres~nt sltuatio11 ...... u(Mlnistcr'f(),r·Pdm.nryTudustries Ilud 
T3nergy 1 993}. Unfortl.mntely, the (Jurnt:1Ut Cotnnllttee glossed over the ·lu!y h;sues and 
instead resorted to "... marketing :rhetotic ... "und restrUcturing ,as the:patla<.~ett IAHst~lir 
W.atson~ 199.3it) -ooneof 'whIch Ate relevant '1() the short term. problems facin,gtln:~, wonl 
·.industry. .i?mly because of this,. th~ Corn.miuee:"s ltrgurnents .and many or 
recotnmendations l'emruncontroversia.l. 

Tbe purpose of this pnper is to· review tbea.<J:sumptioltCcmc:ernh,g responsibilIty for >tile .su, 
cttlled uwool debtH underlying theallalyses .of both the Vines and (l~U'nautCommitte(~i\. 
This assurnptlcm is based OIl the continuingatdtttde ·of the Common\\N!alth (lov.fnnnem to 
the woolcrlsis ~- nal11ely that wQolgrowersshould. meet the costs of repayin~ the "wooS 
debt*'. The paper begins 'witllal1overvlew of the Garmmt Committe~il< s unat):si\ tmd 
recommendations in the context of ule wool ,crisis u.ud of the policy decisions «hut 
contributed to it~ The tespons,ibiHty for the debt is cutlsiderenoneconmnicl ethic~d and 
legnl grounds. Tbe argument: of the paper is that Australian wool polley sJnce 1981 cun he 
characterised as a, continuing series of government :failures~ t'these nrise from policy ·(~trot'~ 
in designing and managing the rOI?l1er RPS nnd tbe Comm(}nweahhGover!lmenf'~ faibtft* 
to acknov/ledge iL~ direct contributiun .to the wool crisis. 

The Rites of Passage 

11leGarnaut Committee ~s recommendations have h~ld an. ex.traordinarily rapid tlOti ~1nonlh 
pnssage - from their infancy as n series of recommendations to theirmaturit)'~ \i'utuaH~ 
unblemished, as established Commonwealth law. The Committee 'wus com:missinncd on 
April 1993 and it released its report tmd recommendations in :M'elboume tm H Augu\t 
Over the folJowi.ng mouth the MInister U ... init1atedwide~ranging consuhntinns \vith 
sectors of the industry ... '* and convinced Federal Cabinet to endtm;e the fet;ommt~ndiltion", 
almost. unchanged (Minister for Prhnnry Industries und Energy 199:1,. By hue un 'rhm'~!ia} 
30 September lheivl1nister Imd also introduced into tbe House ·of Represelnat:ivcs the UHh. 
to implement the Committee"$ recomnle.ndatiol1S in time to nleet the nn~(~ns" 
deadline. Despite the need to acconunoduteu Senate Inquiry (SenmeHJ9.~h ~:dheit ~J Vel) 

brief one~ the Bills htld become law by the end of Oct:ober {Parliament tt)9"~a~ I (l(Hh~ 
1993c, 1993d). Supreme efficiency or undue ha.ste?l 

!! In addition to Ule extensive press cOUUllcntary" the COJUmitlf!(fs alUtly~ts~.md .ree{utunc-tltJafim)'I. ah' 
discu~~cd b)T Willson (1993a) and Chisholm. Hasller~ Edwards and Hone U9(4). 



Tlml.·· the .. ivlittisterwasa.ble· to, so q nicklyenQorseth~ . Coillmittee"$ reqOUltIleudutlohs and 
:PllSh thell1 .through C~tbtllet l,sperhpps notsutpdsJng ...... glv.en tbatestabllshed JlllblJcillqttiry 
processes ·wete.not lbllowe,d 011 this occasion .. " What lssuJ)?tislng Is tbespeedwilh whicb 
nml1·' industryorgnnisatlOllS: el1tbrtlcedUle CQmmiue~ts ,fccomn1endatkms. AS.idefrom u 
11lunberofsmalIel' .sroups,.ot . wOQl~towetSt .uie· t)llstoralOr?up afili,.e Vi.clo.rhm l~~ulners 
r:ederatioll seelllS tohnve :oe.en oueof' theorlly ruralo~gftnisatlons :ilucr(!sted 'hlquestion.illlt 
theGru:tumtCo.mmittee~s illlU,lys.isundt*Clconune.t.idRtlons (Hawes 1993; Senate 1993). 

·fhisend01~s~mentofUlere'pot.t by xundgroups - in.eludiug the 'Wool CarmelI of Austrulitl 
-. issttange becauseonUleissuestJl~tteaUycOUJ1~tlght J10W Woo thewoQl debt \lud \vool 
stockpile- tile report is seriously del1clent .. 111e·Com.mittee notes thut \thcre i~. u .. ~.m·) 
strnfght .. forward al1swet ~ •• *'t() thequeslio.llofwho Qwesthedebtulld wbo (~wns the 
stockpile (page 91). But Uletl tbe COulluiuee simply :ucceptslheaoVenlll1ent~s line dun 
woolgrowers are responsible' for all lIle tfwool debt*' ttnd will Just have 10 n:ccept Ihec(l~tg 
of repaying it. ,There is 110 l\tUtlysis of this\.,P~oposlUo.n<based ou Rlly r:onslderafkmofJu1.\v 
lheproblellls. arose and, therefore; whoshouJd now 'bear Ule co~ls. J)edmps' (lstlt1l~mn:snf 
trying to Justify this omission, the report ·UQtes. thutt~ -u ... ,the CQ01illg of the industry"$ 
political tel1lperuture.~.H lsanobjective tUld ·thenteof its .recollliuen(jations fl'l!H, :Ilut it is 
hard to see any intrinsic logic int:rylng' to n1ovetowards tbatoltlecdv:e by cndotsill!! U 
statuS quo that :i.s so' tenuo.uson ecoflQmici legal and ethical g,rou.nds. 'fheexlstem:e ·()f the 
remarkable COl1Sistellcybetwee.uwoolgt(}\vers"org:anisatimls"committeesof hlqulrytmd :the 
lvtinisters for Primary lndustrlesaod .Encrg)t does not melulthat tbe ,Govennnent poUe) 
st.ance is necessarlly corrector uppr.oprhtte. ~rhea(}vetnrnenlcertainly hasnm arguedil~ 
case and has relied instead on. assertion to sustain its posltiml. 

Woo!gl'owerinterests were cleady il1lplieated ill th.ed.isastrous policy decisions ·of 1987 
and later and ...., asa matter ofOoverllmentfiat have so fat' earried the liability for the 
debt. But it. is difficult to igllore tbe case that tbe Commollwtmlth should sht)Ulder t~t Jl~dst 
some substantialshate of ·.the responsibility for the debt tUld the stockpile. 'rills c.aserest~ 
partly OIl the fact that charges 'on woolgrowers may not be the best wa)l to tepay the dfbt~ 
partly on the COlTIIll0nwealth"sdirect involvement ill the: polIcy debaclet 'panty on ftu:t 
thU.tlvoolgrOlver inieJ'estsnre not necessarily synonY1110US vvith 11tlU1igralV(11:1ii and on Iht, 
polnt that wooIgrow.ers are .not a single hOlllogelleous group. 

''fo be fair~ the CQ1l1mittee's report does contain sensible analysis and recommendntinns. Of 
course Australia should work to fre.e ... up world 'u'ude In 'wool und wool Iifoducts und of 
course Australia should develop new markets for wool. Australian woolgrowers t~ertuinly 
have a direct financial interest in encouraging world wool processing to continue muving 
to the least cost countri.es. And nu.tuntUy there is tl case fOl'encouraging the development 
of forward markels for wool to help nmnag(~ "I'lt)ol mal'ket risks. 

But government and industry should have been workin.g and should cominue to work on 
aU these issues qui.teindependently of the wool crisis. These are ongoing mdtters wh~re the 
p.rincipal gainswHI corne gradually and in the fut.ul'e.M(~atlwhilef the debt and the 
stockpile areevel'wpresent and muny woo}gt'o\\qers are i.n serious :financial difficulties nght 
now. 

HastIer: AAES 1994: Austtalhl"s WoolPo1icy Debacle 



The X;htUlges tnt.de JntbeWo()I:Markelillg,Act 1987 were the 11,rststepsQtl therond to tlIib. 
Thencatnethe~11nister~s ,fl1,ilutC· to. inslstoltresponsibletnanagetlleut:of the RPS. 

Utjder the:pre4981 RPS the' '1\11nistet contIolled :theseutng dn!MRP fOi~each~cason .. :He 
was uIs.a respoJlslble for setting the rateot utidcoHectitlg .t.hetax gQtrtg W'l?tltdtt;me ;MSP 
(P!rrlhUlleIlt 191Z;13eynon" 11:aszler And lohns 1982)~ So dm Mlnister W11S ·taxmustetand 
spendthrift. :ltlOnet and.· Australia. bud at . ':.leustone . Illdividunl·wl)o l\ad. to ItllernaUse the 
benefits and costs of decisIons about how '''p,ggressi",elyUwemtUlaged the JU)S~ J3tJtthe 
1981 Aot largely rernoved this lhlkwhich hudconttlbuted to a relative c()ijseJVatisln in 
manuging-the JU~S. 

1?hls relativeconservatislllhad been reinforced by fH~~tl)rS such :n:s~ 

the objectives of the pte;,.1987 11,'{ tHld~.twhich the RPSwust·.tlQt: to defyorc'orce dle 
marketlt; 

.. the luitinlly low [manein! reserves for fUtHli.ng the RPS the Scheme com.rnellccd 
wlthacapitalloan (subsequently rep~ud:) from. the COJnmomvealth Government; 
111emolies from [he past tbat imprudent management ·of New t~.aland~ s schelne had 
caused its stocks to surge previously, tllemodesof the 1965 referelldulllon il reserve 
price scheme whicb showed that the RPS was a potentially divisive is:sue~ and that 
competiJlg fibresl11ighteasUycut demand fOfw'ool and wool's tnntket share; 

• research by BAB showing the RPS was nota fre,e lunch {foreXAltlple C{unpbeU iN ttl 
1980; 13eynOllt Haszler and Johns 1982;.Hlnchy and :Pisher 1985r~. 

'The l'e:lativecQ'llservatis.m in setting the A1RP .tUld* glven the fiouting;()f dIe Ausu'a.lian 
dolJar~ some good luck llleant that by the late 1980~sthe ,N1$P hl1d grown to$L8 bH1ion. 
"rhis was equIvalent toaboutone .. third: ·of theYalueof ~\ yetl.ts 'wo.o1 clip fUuim.a(.le the 
A \VCa substantial lender tathe Australian rimmcial markets. 

Tbisnnancial sttengUlof the AWe and the push from Canberr'J ,around dntt tirne ft.} 

11co.rporadsell Commotl\vealthqmulgos would bave beenkeYl'e.asons for "hantling the 
earlier Act (Departmentaf Primary Industry 1986).Unfottumuely the' regulawrn got it 
badly wrong in 1981 - thecondngency reserve of some Sl.8 billloJl was squandered nver 
tbe next few years, and whIt it went the dUUlce to recast theRPS .1n a less risky mould. 

The first n:ustake under the 1987 Actwa.s the dc.cisirm. to .pass t;l largCtllC\ilSUre of the 
control over tbe RPS to the AY'lC tUld the Wool Couneil f:,VCA) the peak nutkmal 

, It is interesting 10 . note that ilieconcems under tbe pn~ .. 19S7 RPS '!not' to defy or nJ~t:e Uu:mnrkrr' 
und'with W'oolmaintaining.iL'i markct share have sOnt¢ relevance to (he recent debtlt~ Ct111L;~mungwnnl 
nutrketelnsticitics (Beare~ FisI1er and Sutcliff 1991; At)ARE 199.4; Connolly 1992; Chj!'tholmt'l (1/ 
1993. 1994; Garn.autl'l tIt 1993; SCUtltc: 1993).~rhe ,couccrnsof tbe architects of tbe ~utUcr Sdlt~mt~ ... 
wnuldbe consistent with tl vlcw HUll while Ulcwool market is not .pdce·resp{)nshu,~ in I.Ile Sh~1;fl mn 
rcqu.ircU forancCfecUvc bum~r stock scheme -it is ptice .. responsive in the luuger tCItU. 



woolgrower . organisl1tion~ .' Theb-tinistet;s· .·powers .tiil?,tesponslhility .. inseLtin,g,the lvlRP 
Wet'e !l1u'ch.reducc(lllqt: :he. telnQll}e~tes.pPtlsib!e for?pUeeWlg,the·~ool ... ifra~.,nHd for 
111~lking the whole Scheme compulsory~ Thischallge Jt1tbeAc(i~fre~tively g.:lY:e the wool 
industry·powe.t to run up debts, on the tf.RPS 'bankc,m-dllwhilethe <Mjnlsu~r nnd 
C<u11111onwealth stood Uable for tbebUls. 

'rh~ ComnlOltWealth's secono ,JllisUM<c\vas lO.ttllQw ;th~~1J~P f,Qbeliftedby 1"t ;percent 
avet justt\VQ . yeu,rstn tbe ve~tblsh level ·,of87llclkgscf: 'for 198.8 .. 89 flnG 1989;;90."fhesc 
increases are bard to uudctstandas It wt!sel~ar.evet:l :i,nmld",1988thut lhe ,neul'doubHngof 
wool' . auction . .prices-to weUabove. trend .' . had . JesuJtedfronlunusu((( nn(f probahly 
tmllsitory tnflnences.Mo(covet'tthe A\VCcouldbave been lnstrupted to :use Ih,~ .rnt le:ss 
nskystra.tegy ()ftestin~ th,emurketwith H£lexlblet·reserve priC(!s. ffhcsel1;ld t~en. used 
bcforeahdcould have beettreduced tlS de.nlQ.n.dRtld tmlrke~ prices f~ll subs.e.qucntly without 
the satl1t~major traun:lU; associated with dr.opping the: :~IIRP. 

The cllangesto the ActJ.~reated n problem of nmot~l ilu.zurd!' fur the indu.slty* pJacing evt:n 
careful' illdustry leuders,mderenotmou$· pressure to set. theMllp·ras high as possible". 
Thatist . the 1987 Act :incret;u~edthe p.oliticalince,ndvc$ for taisln.g tbe:MRP and reduced 
the incentives for setting a nlo..re conservative imenr.entirm price. 

It was . unfOftunatethm. ABARElcS ,annuuJ analysis .of options fortllc ~1RP fat 198R .. StJ 
(ABARE 1988) pr.ovidedsQmes'Upport:for setthl8,. the~1RP'n$blgb ns90nclkg rot that 
ye~lr. This was despite tbe fact ABARStsown unalyslsshowcd th'lt such n high I\1RP 
would put it well above themtlJ'ketttetld. Under the pre" 1981 legislntlotltmd eonsttahu,s tl 

reserve priceeveu equal fa the trend leveler the .llla,rket, let «lone alitn'£' itt \\'outd have 
been UJUhJukable. Of course AHARB did aSflsual 'Iu~lUfy its nssessrnents und pointed ttl 

the rlsksassoc1u.tedwhh the exchange mte" a potentiuldrop in demand lHld nIsi) lhe 
production.,response that would foUow the very higbprices of the previ.()us two years. The 
.important point ~lbout AI3ARtrsamlll'sis istbut its reserve price; reviews llad c(ul1e to play 
an'!honestbrokerIJ ;}701e itt the debates about the setting of thetvlR'f:' -- it had :flO vested 
interest In dIe outcomeo! thepoHcy de·cision but it didhnve re'lulsHeexperiem:eill 
forecasting ~md paHey ttna1;ysis. SOt given thepoliticnl incentivt\ buUt int:otbe ne\\'/\ct. 
once the honest broker had givelleven aquaUfled ucknowledgm~nt .that u NIRP us hi,tth ns 
900c/kg . was feasible,ilie temptatiou to over.,extel1d (Hl the RPSb~Utk.ctltd . hecame 
lrresistible~ And the poll tical cost of the Nlinister appropriately exercising his PO\\:ct'\of 
direction .must huve become enormous. 

Econo.micsof the Responslbilit.l* 

As fur as the ecoo.om.ics of tesponsibHity for the wool debt is concerned~ theke:y point ill;, 
that bygones are bygones. The wool debt is .U: sunk COSt' .and unless sheeting it hom~ to 
woolgrowerswll1 necessarily lead to more efficient ,operation of the ec()norny. the ddn 
should be funded at least cost C()JlsequentIy~ theremaybeu case for shiftin$ the hun.hm 
()f the debt onto the cOIrunmtityas a whole simply becauserCptlYlnent tlf the deht that \\uy 
may cost less . overall than having the d.ebt repaid by the~'lool industry. 'rhe pad()u~ state 
of the wool industry providesolle reason fOfcntlsideling thisoption~ eve.tl,u:kno\\ledgir~g 
the mony calls that g.overnments normally 'have on taxpayers i resources. 



Nevelthelesst the lIu~er paysll'argUlnent:m~glltprQvid~ar~a$OnI()tplacihg'tbe <1'ebt,' burden 
Ql1to~!o(jlgtowers, \Vool~r9wers :JJlaY'~leed fobeltet'appte<ziflt~JliecQsts ,ass(jeia~{lwith 
poU,¢y ;etfo,t~> t? 'gunrdag~nstgr()Vlersp,tessin~ t~till~p?nSidered;~olicle~ In, the f~tur~.Bur 
if this ,argumeo.t:appUes to grOW(!fS, Jt~lp.l?Ues Syulnlctd?l\l1Ytp,:the\Ctmbertu, ])Oli.CYpfOccss 
thatnlIow,ed wo.ol, polley to ~~lnravel ,as It.did:.Sttnt~J~ie :behuvlour ,- that tnigbt ,(lrise 
becnusepo.or lllcentJNes leadi p~QplelntositQntion~ 'of mnking 'poor decisions 'is :liS n1U(:h 
a probleJll\vhen it is pta:ctlsed by:. pol1ti¢ians:aml bureaucrats ns~\'hen itispt'~letised by 
inousttyor cOOlnlunltlgr~\lps~PolitielanSllliSht~\ct: irres,ponslbIy in order to. w;in ~t 
maintain the s'Upportof Indllstry~U1d/()rint¢r~Sl,~rro~ps. And..interest,groups.c<lO uct.,,~lgainst 
thepubUo interest by seeking tOC:t~pture: the polIcy system:and ru.rn ittothelt own 
percelVe(i l\dvat1tag¢~ 

1hegenetal. issue here :is tQ ensnrethttt ;in 'al(;~ OusinessofproYid.t.ng policyndyjceund 
tnakiogpolicy~ the participants fton1'.industry amlthe guvetutne:tttside (MPs;tbeir ndvisets 
and bnl'eaucrnts) plnceasnluch'emphasls Olt the possibllHy 'and eosts"ofgeuing :poHc:ies 
wrong as th~y do on tac!dngup policy IJachfevementsU

• 

(i)· Re$crl'f!l'rice Sell (lrne J)esigil 

Theargulllent fornmninga national buffer st()ck scltemewhi(;hi by its design:~ i~ 
compulsory for all woolgrowers rests on three factors which are unrelated to issues (If 
market faUure.The three factors ate: 

perceptions tbat there had been cases of buyers colluding; again~t tbe interests of 
wOQlgtowers .and there was a, missing market for price :tisks; 
actiug collectively, AustraUan \voolgrowershave a 'P0w.er to :inIhlencethewoot 
market,at least In the short:..tertn; 
thete wouJd be ftee .. rlder p.roble.ms. if .a. btlffer stock scheme was notcompul~ory. 

The fact that a futures ,market operated. by the Sydney Greasy 'Wool Futures Bxchange 
(1967) had been inopeJ:ation for over n,deca.de when the RPS' wns introduced ~mdthat u 
compulsory scheme imposes cos,ts onto wooIgl'Owers whoprefel' theIr O\v.o ltrr'dngements 
for insuring against price risk did nott in the end,. counter the pressures to introduce tbe 
initial flexible foml of the RPS in 1911. 

loadditiont the view that there should beequ.ity in tetmsof the prices obtained for wools 
sold at different times during a particular season led' to minimum reserve prices being "et 
fora Season as ~l: whole. Finally.. theasymrnetry of information (Qnmarketsimark~~t 
analysisi knowledge of stabUisatiQo schemes~ etc) between wool growers, on the one hal1d~ 
and economists, bureaucratStetc~ on the other hand was tceoguised. As tt ctmsequence it. 
was accepted thnt"the overall,mnnngement as weUas the day~to .. day running of the rU)S 
should be put In the, handS of Itprofessionar' managers rather tha.nwoolgrawers, Note thm 
this pOint doe-soot precludewoolgrowers even donnnatlng, the AWe ,Board~ so long asthnt 
Ilprofessional/~peciali.sel expertise is brough.t. to bear. 

At this poinl~. however~ the generally logical steps towards solving the perceivedproblenl\ 
generale 11 new problem .... theprincipaJlagen.t problem - \\ihicbalso involves n tlltwkc.!t 



faHute;.~rhe. foSlure, hefeisthn,ttheu~ents nlny have different obJectiycs ;fhl1i1 fheil" 
lwlneipalssothat ,the. slm,ple 'PtOfif1utUtt~mllxhnIs~Jionassum,pUo~s: ttt1(lerlying the 
stumfru:dneo. .. plassica}: mod~l ·may . ,no lOJ)g(!ti~lOlp" ln~d?nIoU'T ·Ute ,ubiUtylo iofluenc¢ 
J).rices ,in rlieshott'cle,oll uuder., the' RPSprovlded itbe JilCcllJ.lvesforgrowe,r· jruerest.s. to 
ntt(~mpt tocupture ,the 'price~sc:ttingsystcm~ the\Vot)lCouncH;(!eJtai!ll~ did °cnptnr~n 1110 
RPS svs(emurtdeJ:' tfm 1987· Act nndtJliscuntdbtued 10, the d'O,\vu:fldl of the Sdu!m¢~ 'There 
wcretwnQesign feMvteS lhat:wetectitlcnltoothe "I,succes.f)fulHmntm~ement,ofJhe'RP8 
before 1987. TIley were: thercstdctl(m .~gtdnst" settlng:r.es~rve ,priCeSCOllf.nu·yJ{l . the 
ucoJnpetldve posiuol1ofwoplln \vQtId Inarkctsnruld,thef\~ctlhedecl.sil)non lJlel\1J~P wn~ 
made' entirely by the ~1injster., 'The hldjjstty .... the AWe ,ano 'W'CA. "". Jmd. nu direct'pow.erlt 
ntullin (btU J'eStlrd.'l3'efol'O 1987 the ii\1RPwu$ setUlli! opertltedeffeetivelyusaMii.'dst~~iul 
dlr,~ctionto the A\VC. 'I::hese J'ttsttaJms t~gaJl1.staggtessiye fwd 'dsky setting of the MR1) 
d.isnppeated with the 1987 Act~ 

A1though~he WOQlhtdustry ilu~yhnve' soughtnnd uJ'g.ued forUle post' .. 1987 desip;nchllnges 
tOlheRPS,.dlese fAults wIth lheS'~hetllenre also the re:<;pmlsibillty of theC"unhatra policy 
ptOGcss •. The lss'ue llOW. is wlletllcr dml pollcy pmcesscan be l1ulde 'IDoreColltiolJ5 in 
designing ,a,nd.mann;ging itsinterventiolls. 

Centt'dl UJ the poillt ahout internallslng poticy"'ltlukingbenefix& uncI costst is the view tbut it 
is possible to conceive of (tlt1Mket fOf policymakitl$ and policy advice. In the present 
exap.1p.lc* this, tuatket lsclutracterised by wool growers \V:ho have a demand fOJ7 lWlicy tlud 
roitliste.rs and bureaucrats who supply it~ Attuinmentof ,ecol1omleefficiency in tIlls fl1urkel* 
as inanyothetllJarket, :requires that u.pricest

• do reflect .all tbe cost.s lUldbcnefits to the 
pnrtic-ipants from .engllglng in the busillCssof pnUcy making. Thequ.estioll is how to 
internalise tbesebenefits and costs. 

Intermtlising the benefits is relativelyensy. llSuccessful'k policy interventiol1S: UJ'ell()liCt~d 
and re\varoed by promotions, overseasttips, another term oCoffice, etc. Ho\\'cvCI'" 
internaJlsing the C,Qstsof poli.~yerrors i.s ntuch hat'der.Usuol1y Ule penalty is luck of 
promotion or at least slower progress up the buremlcratic or politicHlgrea!;y p().Je than 
one's peers and competito.rs. But this f01111 of indirect pe.naI.tyrrmy be insuffit'ient 
deten'enceagafnst future errors,. specially if the Illfolll1ntlon n.ndother usymmetries enable 
the 'polley sYSlem tooff .. load the costs Qf itserrofS. 

The latter point is pnnicolnrly relevant in the wool case, The ItwO()l dehf' i~ u\Ncd to 
various banks and other lenders with the CornmoJlwealth OOVeOlmCl1t's exposure taking 
the form of a con tIn gent UnbWtythroughits guu.rantees for the debt:. 1f woolg;l'owers repn) 
aU .the debt the Govemmflut's c011ting<mt IhlblHty mIght not. be ca.lled upon. On tIle other 
hand, If the Govemmellt took over ~llJor part l1f the debt; the ttunsnctillnwould appeul' in 
the budget making the policy error highly visible for years to come to nnulysts\\rIm might 
otll(;!rwlse not be the least concerned with wool policy mutters. It is. therefore~. prohahly 
necessary (oenStlre the p.olicy system and that lm~nns tnxpllyers evcntuilUy . do~~s 
shoulder the costs of itserroJ'St so that bureaucrats. ministedlll {Janey udvisc.rs nnd rhdr 
politieulmasters aU face much stronger QPprobriulll :forpoHcyerrors than otherwise. 'l'hnt 

Has/lc!': AAES1994: Australia's W(lOl .PoUcy l)cba.cle 7 



iselectQvs·slloUfd ... not~nsi1Y' fQJ~gi,ve tbose .wbQ.produ~e :poUcies.WNlng .• liunbltc1lded 
conscqnenceslt

,. Perhapstbeseerrors, do ;nceo:to :be. nluch, IJlOr.¢ .. Qbviou$lyn()ted sotlmtdlC' 
'ptlblic~iu . 'its tnmjls ·ljeuetinfQrme(Jabpu~theprocessofgovenlmen~intetvenHolls and s~, 
does JIQtmuke! tmln.r()l't:nedaltd:urm~i\Usncdemunds QI}.governmenl. 

Thecffi~ien¢y .ox\.se'fbr shc,ctillg,4mtl1e the .costsQfP()Ucyutrors to. those. held to be 
tespoIlsibI.e-w()olgrowets()tJheQ()vernmellt~ ~bich lUell~)sct4X.payers -Is stl'engthened hy 
the ract that theultemt\tlvcs areeilberllPtnvaihlbleot tlre hl'ghercost; .. Woolgtowcrs C{u1Hot 
lnsurettgalnst sovete:igIl tisk~mi dlversifiontiohof their enterprises to reduce their 
eXposlltc to thedsk of poof'woolpoUoy.rulking\vUlluvo.lves(ln1c opporlunitycosts "'" 
through n1tlit.lt~lJ!1ing (.n~sb tescrvesutld/orptodttctlonof lessptofiw.ble prothtcts. In either 
t;nse~·lhese tC$ponses to. sovereign: tisk Itlvolve erncicncylnsses. 

Au~mptingto intenmUse poli.cy"'mukingcosls lopolley makcl~$on this nnd ;olhetoccusiotls 
may be judged unlikely to work~ln fllat event histlotclenrJllatiutenu1l1s1ng; the costs to 
the wool industry wHlwot'keiJhet llud: there would be lIO more rC£lson for pu.rl1shing 
wooIgrowe.rs foterrors thu~ute 110t endrelytheirs. t'han for punishing Jjl11l1stets~ministerlal 
poHcy aclvisers$ and burenucnus ill·goveru.rnent nndsttttu.t()ry,o.rganisnlioJls. That 'is we nrc 
agatnleft: with the Utepay at h~ltst ontiollnlcost" priJlciple~ 

Nevertheless. the OovernllletH may still bell eve dHlt it Wns unduly influenced by ngreedy 
wpolgtow.ers" wbo should now be hrought~o nccount .overthecoUapse .of1he RPS and the 
wOQldebt~ Bxteudingthisargumel1t to other i.ndusu'ies that have bcnefited1 t.empornrUy at 
least.. frotl\ governnlenti.rtlet'Veotiollsof vnrlouskinds raises so.me 111teresting :jssu~s. For 
Instrmcet would:~tgovernmeilt now contemplate sttlng workers nnd firms in lhe textile unci 
car industries - just for exarnple .... to 'feco\ter the higher thunCU1'rent .1evelspf nssisumce 
given to these industries in tbe past.1'lcte see.fl1S to be a p~up.nel between the 'wuol 
industry's interes~ Incontrolling the lU>S and the effort.., of the relevttnt elll~ and TCF 
industry advocates who have lobbied hard to secure vvbnt LheiY believe is llppn)prlatl~ 
treatment fortbeir constituents. Perh1lps the relevantlJolnt is that the Government dtlcS 
have a contingent budget liabilit.y in the w,Ool caset whereas itisconSuOlerswho directly 
shoulder the .costs .ofasslstauce to the vehicle and '"feF Industries" 

There are equity issues concerning theasytnmetry of ex.l.sting me,lhods by which policy 
makers generally set!IU to IIpayll for their mistakes and the way woolgrowcn~ and other 
private interests may pay .. For ministet's .mld bureaucrots, the eost of errors nmy s.in1J)ly be 
that they are not promoted further and therefore their penalty is a foregone benefit Ihnl 
may have been available to them. In an absolute sense such afore,gone benefit ma}noLbt~ 
much ofa penalty at all If the affected indivld\H\ls already have entitlements to j()b~ some 
power, generous superannuation benefjt..~ itnd bealth benefits - all perquisites of publiC' 
employment atldone of the reasons whytnlellted people stcty with public services dcspiJe 
often much higher fin-lades in the ptlvate sector. And in some c.ases, pe.opJe Hmtlve lmf' 
before their errors are dIscovered so they may incur no pemtlty at ~01 from their inadequate 
perfonnance. 

Contrast thlswith the penalties falling upon WOClI growetst particulurJy spec-inlist 
woolgro'\.vets who would .have relatively Jhl1ited adjustmem alt:ermttlves. The penalties here 
include financial hm~dship that may bring on physical t\ndeductltional deprivution fot' tIlt; 
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g;roWel'fsnllnily~. At theextreule~ .\y()Qlgrt)wel's;~resaidto. ht,tveCmnOli w~(t Stliqide. because 
?f· flllItnc.btl difficulties . brought .. ou, .ornggr{\vute~lt by tIle, inadequ~(e manngemeut. of lhe 
Rl?S t~rter 1997~ This, ,asymmetry <of.tltepotendtll:pena1LieswOUld be 'inefftcienton 
ecollOnlicgtO\Ulds if 'woolgtowers~mlt:poli¢y ··lJtl~k¢rs .. were, ·eq,~mll.y .dskuverse uno, placed 
,the S(Une valuesOfl,costs ~tIld betl(l.fits.S~lCh aSY1llmetr,YofpetluJtles reerns lncquitl:tble und 
would probably bechallengetl under the legt\lsysleJll~ 

lA~gal responsibility 

UlthnUtely tllequesdon oflegtd tesponslbnit~1 f(u~ the woolpolicydebucle is a n1tHlet' f(,H' 

theCl:lults and' detailed cousideration of the issue is beyond the SCOpl,;;. of this pnpel'. 
Howevel .. qu~sd.Qnsf.bnt wOtlJdprobablyau,t;uct some attention ftomlegat nlItlds, include: 

Is there any fltHlUeiul or s.imilar conslderati(lt) involved for i,lst.auce have 
woolgrowers incomes been nffecled:.ehh~rbenet1claUy oradversel}11 
i.s itpossi.ble to· identify any Ihlks between the C0n11t10l1Wealth Govettunellt's aeliul1S 
alld the coHupse of the RPS ll 
did the COlnmonwealth(uld. its agencies exerc,'ise dlJe'Care i.n dIscharging their 
respoJlsibilities both in designing the: scheme, and Tl1ttnagltlg it? 
are there .any reJevant pl'eced~ntstl 

On the basis of such questiuns tmd the ~tvaHnble evldencet It; is hard £osee how the 
Commonwealth c~)uId possibly ctln.tlnue to escape tlU respollsibUity for the J~woolclebC'. 

First, all theactors~ org(tnisntions and proaedttres involved in accumulating the· $2.1 billion 
debtund the stockpile were either estabUsbed by~ were directlyresponsihle to" or wer(~ 
granted legislated status .. by theCommonwealthtllrougl1 the H'aot MarketlTl.q Act 1987. <C~lC 
Act set up the Av"rC, it established procedures f(U· setting the MRP 1.11ld gave legi.slnl~d 
status to the Vtr'CA. The lY1inister hud responsibilIties for appoi.nting the Chairmun of the 
AWe and its Board and forapprov'ing the AWC'sopetadng plans .. 'rhe lvUnister and his 
Depmtrnent certainly had a role in nominating the,Ooveml1lent membeton the Uoard the 
person respollsible forprotectiug the public interest. And inrnarkedcOIHI'm;t to the 
decisions made over 1990 -199'1, the changes to t.he Act1n 1987 and the tlssnciatedp()lic), 
decisions were not made under an)' particular pressures of dIne 01' crisis, Imernully set 
thnetables - for instance within the MinIster's Departmem for achieving reform of the 
Commonwealth's rural marketing (lgencies would be most unlikely to constitute leguJ 
grounds forovedooking pOOl' policy development. 

Perlmps reflecting the legislative background~ the Comrnonwealth AudHor .. General flus ~mid 
that individual woolgmwets are not resp.onsible for the wool debt and the stockpHe. 'rimt 
view has been echoed in advice to individual woolgrowers saying they do not, have un 
"equitable in terese' 1n the RPS contingency fuud ~~ the IviSr. This latter view w()uld be 
consistent with u view of the RPS as un uinSUf"dllCe sche.melt designed to st.abilise pl'it'es in 
which growers .,.. the poHcy"hold.ers - paid a wonl tl\X. as the atlllUal premhun. In the 
commerch,l world~ when such a scheme is woulld~UPt the insurance ceases und so does any 
liability for premiums and any debts the insurance company hns~ unhnppUy, ace unml a ted , 
It is probable that under somecircumstuncespolicy holdet's (woo 19ro wers) might even 



have nouuse foractlooagnhlSt th¢colllpnn.y· (Government) tm the grounds it Imd not 
exerclseddue c~Ut~ in tl1tmaging lts bu.shiCSS. 

\Vhc the t' or not ouecare :i$ c()l1sWeredtoha~~ been exercised with: respect toth~RPS, 
depClldsotl whether itsurchitec~s nnd:managers gonldreasonably bave been. expectod ttl 

lHtvc. anticipated the . problems Jhtlt JlrosefTh~eRQnomic .. Jitet~\ttlre.lndicates. ltlln.ft:irmative 
response. TheideO.thut iJ1terestgroupscan. be~xpePledlo UWH11pt tOC!lpttU~e the policy 
processes for thelrown purposes WitS kooWH.()ecuuse of lhe original work on lhis (Sti~lcr 
1971) ~ndbecat\se of work in Austt1\lin (AndetsQt1 1980;. Sjeper l982). And the: criticul 
lmportnnce~lf ty.ing· ntrmpdcepoHclesto. ll'mrkettrcnds wasal~o well kno\vot purtly 
bec~lllse (xf research within . theComl1lonwealthbul~allcmcy itself. The .. litcnnurc, here 
includes l3:AE~s patb.,hreaking tiRed llo6kH 0l1 the J3C's fanllpoli~I~s (BAll .lQ8.5)y itl.t 
sltbsequent reports on Jupanescnod OS ftUlll pollcies as. wen as MUler's (1986) work 
dcaJillgwhh . \vorldo.gricultufnl poU.cytefonn. to, nny.eve.l1t, AusttuHtCs own· experience 
with wool p{)Ucymight llave been warning enoughlThel'e alsoappeHr m be some 
preoedents indi.ctlting: that UleeoUlt'> might hold the CommortWerdlh uccounutblc rOt' .ut lr;mst 
putt or the "wool debt'I.At the same tittle, the results of the two action:.. ugainst the 
COmnl0Jlweruthcts recent wool policy uctivities do not seern to provide cause for (lv()iding. 
U.ll action on account of the ComJl1011wcalth'''s poor management of the post .. 1987 ttl'S. 

Qne defence for ma.kingpolicy errors ill spite of all this information is thut the 
Commonwealth PubUc Service ~lmletwent a mnjot restructuring from 1987. This 
reorganisation was initiaJed to accommodate [notional intetests within the I .. abol' Pnny by 
exptlllding ~he Federal 1:~11njstty. The reorgunisationmay \Vc.U have generated·benefit!l 
oveml1 (Keating 1993) but it was dIsruptive in the short terrIl since the attemiotl ofmnny 
public servants was diverted from thei.r spl!cifiedduties eflbet towards uluximbing their 
career prospects or just surviving amidst the job spi11s that OCCUlTed. For its pnrt, the 
former Department or: Primary Indns(:l'Y wasexp~Ulded significantly at the time to become 
the Depttrtrnentof Primary Industries . and Bnergy with its portfolio of commodities 
growing front rural product.<; to cover all commodities of inter-est to AustrnHa. It tookS()'lllC 
time for the reorganised. departments to settle down. 

Ethical. responsibility 

The arguments for the Commonweulthcis responsibility fot the dcbtund stockpile o.tl ethical 
grounds also rely on Hs responsibility for setting up the whole legislative framework for 
the RPS. The filct that the "honest brokertl ABARE effectively endorsed the high .l\1RP for 
1988~89 merely adds weight to the Commonwealth's responsibiUty as does the argument 
that there are infornmtiotl asymmetries. between woolgrowers on the one hand nnd (If 
ministers and the bureaucracy on the other. Whatever their other tnlems. woo.lgmwcj's first 
and foremost lUlVe to be specialists in wool production:totherwise they will go broke. 
Mhlistcrs and burcaucnlts have chosen tQ specialise in public adminislration und policy 
making and should be expected, on averagefl.t leust, to huve more knowledge tlhUl the 
average woolgrower on matters such as the risks as~odated with cotnnmdity stabilisation 
schemes. And there is ~l responsibility to ensure that, within (he accepted politlcnl systell1.t 
this superior knowledge buse is reflected in the desIgn and management of pubUc policy. 

Ha~z1cr: AAHS 1994: Australia's Wout Policy Debacle 10 



Ofcoursc~ mao)' woolgrowets dldbcllefit. in.ithtUy. whet} lhellighMllP held upthe'pd~es 
p~tid fortbeil; wool. 13utthose Inithll gtlinsllavcp.robably beCtllllOl'e thiUltUSslJ!uted'by the 
subse~1Uent pain \ofshatply reduced pdc¢sund~tssopjated.rinunclul sltess. lndeclding 
whethetwoQlgrowers indIvidually nnd sevcl'nUy shQuld bear thecOSls .of the Itwoql. debt" it 
is ·htlpotlUtlt(odlsdtlguish between: 

woolgrowers who. were members ofvndons ruralptodUcel' ofgunisa(ions·nnd so .. hud ~t 
say in the policy declsl<:,us ano,altetnutlvely" woolgrowers wlu') were notmcl11bers; 
\vpolgrowers\\iho opposedllte RPS t andpt\tUcularly ltsexcesses after 1987, ltnd 
those who did not; 
WQolgrowers who were a.nd m~ still produeing WOOl,11tl.d growers who have I.11tJvcd 
i lUll othe.renterpdses~ 

t-,1oreove.r~ some woolgtnwet-s prQuahlyneveretljoyed nny galns at· nll for itlsHtnce 
grQ\verswho botrowe-d to go into W t,) 01 productioll ill response to the Itlcent;veof the very 
ItighMRP.\Vhile it: may bendministnHtVely 'und politically expedient lodo ~OOi it iSl10t 
likely to be eithel' efficient OJ.' fnir to lreutsuch differcllt groups ot:people in the. same way. 

Some would bold woolgrowers tesponsible fol' the wool debt because, they argue. producer 
groups eventually influe·nce legi.slators to twist gOVCll1Jllcnt polIcy to the J)rodlJt~ers" 
Udvulltuge thereby making: inevitable the coUnpse of schctnes Hke the RPS.'fhis view 
would help explain bow and why such s(.;he.lllescolhlPSc t but it !!\ not useful in assigning 
rCi:lponsihiHty on ethical grounds. Aftet aUt we all know that death Is inevitable but ~"c 
still punish ll1Utderets! 

Futthermo.re, there have now been quite a number of precedems for governments being 
tUi:toe responsible for and, illdeed, accepting collective respollsibUHy for policy and 
J.llallagemel1t errors. The precedents cover actions of both suue and the COHln1011wculth 
goVel11111ents. At tile state .level the examples include the Victorinn 'Pyramid levy. At the 
Comn1onwealth level we have the St:ue Bank of Victoria and State B~lDk of So nth 
Australia rescues ~l11d the Midford shirts casf'. to the SBVand SBSA cuses the 
Commonwealth even accepted responsibility for the en~ors ofotltergove.rnments. These 
precedents strengthen the cases on economlct legal and elMcal grounds for . the 
Cotl1111onwealth accepting Ihtbility for the "Wool dcbtll, That is, t:bese precedents: show that 
govermncnt acceptance of such responsibIlity .is within the pol.itically feasible dOl1mint such 
noceptunce IH1S J by itnpUcalion. been Judged to come uteither "least cost!! 01' fU least 
acceptable cost .. COtU'tS have found in favour of pluiHiH1S 11:\ ~lmiJal' cuses and~ finaUy. the 
people have judged ~iUch collective responsibility to be Hfdll''' or ncceptable in 50me CUM:\. 

Nor does the experience with the two wool actions concerning tbe unravelling of wool 
policy deny the precedents that ute eltlcl'ging. 

That some of these deCisions by the COitl11l0nwealthGovernment to shoulder the costs of 
rnbaukes by others. including other govern1l1eJlts~ may have been purelypoHtIcal deci~ions 
does Ilt)t reduce their force ml legal or ethical grounds. Howevert it wouldcertaiIlly help to 
cement in the view that the precedents ~u'e relevant in the case of the "Wool debt" if 
woolgrowers hud a more forceful voice udvocnting their CflUse. 
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:It ispuz~ling thnt file Wool Council of Austrulht :hnstlot tu.k~n n,morept'ottctive role in 
pushing the C()Jllmonwe,~1th " towrileA>ffut . least .. someofthe "wQOl:debttf •. Aftel'ull the 
~mlkes tire huge .... ,.(1\\,,001 debt still ,um()uotiog to over $2 billlonplus tlleuddltional costs of 
reJmying the.de,bt. ,\Vt,)ol Council .mtty beadoptinga .. 1owpubllcprofilebecHuse .It is 
pUl'stlblg its own ~1bjecti\leSt beCtt~lSe it has itself . beencapt:ured llythe Fcde11l1 lJolley 
prOt~CSS, because it sees the SJo.Ckpne~lS(l future nsset or ~pel'haps becll(l.Seit is elnoatl'flSsed 
O\~e17 its hiVolvemcnt in the; ~poU,C)t decCisionsoftlte lnte 19808. 

t\ceess togoverlUllcnt is vital t.o. inte,rest grO(lpS~ As ~\n industry lobby· group1 ,Vonl 
Cotlneilandit.s st::lff need,t~) deal with govenul1entooawidemngeof :issues. These issu(;~s 
include \,\7~lge ,poUcyand !sheetil1g coutrUet11lles.. cUpprc;,pnratlollstundards" pl'iee. 
st(thllisuth)~l . iss~~es~ R&D. :poUcy~ pronlotlon fnndingtt:Uu.ctocoOllnmic issuesttlTec{iugthe 
\\1(;)01. industry Sudlllsbank lendIng policies! to nanlconly ,u, purtof the brl1~ld agendu. T'o 
deulwitb go,vermncllt. \VOOICOUllCil must hnvecouullued ~lccess to govertHnent~ '\\'1)ich 
'requires it t(.) masltUtinworking telntionships \viib g(}ve,rnmentmitli~ters and lht:'ir 
de:partttlentnl undprlva,t:eadvisets. "'lile presentF'ederru (;ovemment bas :mnde it clear thi:l.t 
m:CCf:lsttl an.dsym,pmbetic considcrntiOll from the (]ovenu:nem: dependnn lobby groups JUll 

<!fltic.isingthe OOVelll111el1t. As evidence one cunclte the HIA offtlir. '111is kind of 
behnvi()ur is not 'restdcted toLnb~)l' govemm.entstls evidenced by the fu.el tile ViChJrian, 
t:ioverllt11,ent htlS black .. listcd (he ABC~s7.3() Rllport and the Swu/ct): Ag.() because it felt it 
wus getting unfa\lour.;tble treutl:nent 'frOlll those sources. 

As ngents. of w(lolgrowers in gene.ml. membcr&ot~\"oolCoundland Us stufflniglit bavt~ 
St)m:e ob.it.:t:etives that.,~r:e not netessnrilyconsistent with maximising blU1Cfits to their 
\~aJwdgrtl\\;ct pnncil)a.ls. Sucb n,ilns tnight im,;ude an interest in \vield.ing .uudboing seen in 
\\'ield 110\\1eras parlOr the government praceSS1> tU1l1Jt:t:iollS for apptlinttuem t{;} puhlit· 
agC'tlCllei!.: and lbe)t Inlght wish for n..qui..etcl' nfe. Given sucb arml objectives and the a{:~~e~~ 
que~tion:~rutiomd peuple migbt \\~U respond bytre.ndingmore sofUy un purticulad) 
ttmten:riou~ issues. specially \\,bere tbe 11lUlters nrecomplex and if there i~, 'foorn 'I'm' debatt~, 

In additinull' poUti.ci~nls and bureaucrats cnntbemselves he llmught of us int(~re~t grmt~s 
'~hh tncrntives to cn;pmre theiro\\~n constituencies. Thectmstituencies include, nbvlmtsl: .. 
tbeele,ct(Jt111e ,but alst) the lobbygl'OUpS with whicb they 11105t deal. 'file mohvntion"" of 
p~lHticiaus and go\("mments in bceking to capture du~SeClln$tituencieswould hl~ dw 'tItTle 
.u\ those pus'hingtbe .lludftiomtl iutereKr g:rt1up.Sc,·l"he "reverse ~nplure"ideai~ mm:h hut'dt'f 
to tf\t en~pitkaUy tbun its si!nple.r more struightfo,rward version, \Vhtni~ rettuued In tht' 
rcv(>1',\ccapture cn~c t\ evidenc.cof ucdons by interest groups tbnt ,are not, ~t\ forceful .~~ 
~bey tnight be. TbJ~ requb:es :tnuch nmre detailed knowk~d~e ()f llilrticuhrr indu,tfl~:~/p{dlt:~\" .... 
than the u.ltemative. Umfet' the simpler vei'sltm inf()nl1ation(}tlwh~~lht~I' tn~hl\tl'h.·\ 
a\~jsb,mce txr llllt a.nd M,)ll1e m.c~t,sure of cont"cmru.tion of the industry lllay hcentJu;g:b ttl (t,-st 
tbe thcor,. 

On~ \\;il)f tbtttthe gnve.rmnent polic)' s,yst:e.mrnitlbttapture interest gr('~ups i~ hy Mminl! tht' 
a,!!~~ndil, '11teestablishmem (Jf the lAC is an exmnpte of agcn(i41 ~enin!! not hy hm't~\l,tJ\'r;n, 
fnr tht~ !!t)vermmmt but by govenUlleut and hurenm:rats ftlf industry ~rnups, Tilt; 
c\utbH~bment. of the 'lAC Uke UAB's decision t:n hold outlook eut1fen~tlc·e... \\a~ 



t~'ttatn.ry impOmltltin: ;brin~ing. ,tlgre~nden.:fmore tntnsparellC}f to theecmmmie Iml.ic)~ 
df!bme in Austn:ilin,-:rhe point: in these eircutustnnces is thin 'when the ;g(wc-nnttcuf"s ngcllda 
d(!finc~ the:renlnl :·0£ the possible. Intfus1l1 h'TOUl'S ueed to Jiluke pr;,tllululic!sttnlegic 
dc,e.isiuus, nbmll what i~wj.nn.able and m:wbntc,{)st to theemployeesof!Ulese ,groupsul.ld 
ltlthcir pr:inciprus. 

:I'here l.mt)' l1c t\:vo reuledlestt,guhlst WoolCtnmeiI"s .ciretntlspect role,Pirst.dn~ \VCA':\ 
ne!!t1datin.g and: representntionalluskscou.ld be sll1it 'so tll~\t the w.ool"debt·,for"(nht~l·",rnd't.·~\1 
tfildc",()ffs tu:e minimised. 'lllisc()utd be done 'by \VoolCouneil adot1tillg. n ~*gt)odc(lpJbad 
{;'opt tlppnl:u:b. It could iappoun n specb\l neg(llittting grouptohaudle (he \"(.101 debtdel'HU(" 
with d1eOOVem.tlltmt~ If lhenegtltttldng gt1JU1) was seen .to h.nvestlluls. und PO\\CCl\ it' 
fOrnnttitltl would help Umit iUlY SpUI~l)yt~r nni,ttloshy ftom dIe (Jovernuumt t1lltn !hL~tUnrc 
tr~ldilillmd ftetiviti~sor \Vool {JoUflciL T'bisutrongementoffocuss.ing attentionnn 'Spedn~: 
'tttsks is. inpdn.cipte,. 1m dlffenmt >{o fh~ Conmmnwettltb's I)Wn behnviour 1.l',hctl it ~et\ ur~ 
specialist ugetlcles 'to C!lrry ont: \~llunmaybe l.tnpiensan1tnsks. ~nu~ehtstflIC: of lht~ 
hldustryConnl1is~'ion", fotinstal1ee,\,would JltlVeenabteanlinisters t() divert smntt of the 
lohbying to whicb they '~~o.uld 1Jtht~r\\1jse buve been subjected. 

(}neprt)blem \:\~ith taking :a mote :aggressive sU1l1ceonrestlOnsibilhy fen the wnnl debt i~~ 
thut \Vool C(:lUJ1cil would need .t()adrnlt. that it did nm Inwe uU theneGessarykml\vled1!t" ~u 
setresetveprices. I3ut.this wmddbe avery snudl fttld cheup scrvCl1f humble pit~j\'en Iht~ 
high stakes. Por tbe (joverrunent~s ptl.tt,. it is understandable \\1by itwould\\ant to 
tbe sins of Us pa.~t unO£lf lhe (w()Ol)c.arpet. nut this is nOlg:oodethir;s mld not 
ec,ollJ .. lnlics. And surely it is /('.)01), good poUticsas longa.sw()t11gf()\'.:er~aU{)w. 

The second remedy is inform41tion. The required information includes mro'rotation. ilb~'ut 
the na.ture()f poJidcs~ about the fact dmt ,things cnn cIl~mge~ ubotn 111temath't! \foHng .and 
declsitltl"making procedures forexnmplc more frequentr:eferenda on Ulnjor f'SUf!"!i lmd 
also inftwnnUionnbout theitltentatives tlV11iblble to the wool ind.uli.try~ Gnvernl't1ent!\ \\iHh 
any interest in economic efficICttcywmdd also have sotne res:p'onsibility for pnlVl(ling 
ud~mllation incases 'Of sllch ureverse cnpturell

• l:tl!' .instnm.~e they fthouldensufe when.~\.~~r 
pO~$ihle that individuals have the 0f>fmrtunityto Opt (lUi of SCbet1leS duat mny he dt~\t!!nt'd 
in. cjrtumsfu:nt:es where principal .. agellt ptoblem.s muy hIur ol'tjecdve:5. 'fhismay tnttke tilt' 
dl~sign of public policy more difficult~ but ilshould help to ensure-that all the nCnChl\\kal 
assumptions {u~e rnetmore often when governtnents intervene with the ain't o:[corn'rtin#! 
~()Ulemarket failure, 

C:ollclu.si,ons 

There can be no doubt that responsibility for the wOtll debt and the \i)(ool st(td~pilc mu~th(' 
shared in '->'ome wny bet\veen the woof industry uno the Commnu\venlt.h (io\t,'mnu*ll1.'ffu.' 
crisis in woo) indusu'y is the result of !1 serie~ ,of governn'.lcm faUUr4;~!\. 'nlt'~l" nn;ludt .. 
the fullul'c to design udeJ:ltltlte safeguards into the p(}:st·1987 RPS~ tbe rvnlltMer',~ fudure U.l 
oVt~rride the wool industry's profligate price~s:etdng expedments.peci~lUy ,"ht~n it \1Jr.a\ 
obviously .awry~ nnd the failure to acknowledge the Connnou\vetlJtb* s role in the deh.u:'h,". 
In aU U~'\!~e CGse:s the Oovernmeufsinldatives IUlve patently fuHed to hnptllVl" on dlt,' 

preceding set of policies. :B.ecnuse it: lms refwmd mtu::cept nIl)' responsibility fnf'lht~ poUt.'} 



deb~~dt\ theeomn~onwe}dth'has .1l1tctudetl .. 'OneOjU10n fm' lumdling .:the; .W()Ol.debt with tIle 
result: it tnuy not ·be btwdlmt In the least cost wuy., U\'en 'if it is nccepted dmt the wont 
industt)1 is. to tCP:lY the debt" ,:hi ls,t\:rgne(i elsewhere (Chisl101mltl {ttl. 994'(he(]ovenlml~nt 
m~tylliwa .~{¥1in :ruied 'outdle ptncnUtJ.Uybettcr uJtettUluves for AusttaUu. 

It 1'1,;, . tUlde.rstanoable dun :tbe C'omulonwc'althClovermuentnnd :its ~lgencles d.(l lmt W,Ull bl 
ndmh :lh\biUlyfor lhe de'ht. 11y :denying tIm debl, lhe ·!Cotn.mon.we~tl{b basmort~ n~s.our\:t:s 
:hll' its stnndardc~:mstittlencies, lItlwever.. \V'o('tl 'C{~uncn'tse()tnp1iant nt.dtude 'is Inn"" 
p.uzlUn~. 

One .p.o~~ibUily hi that \Vtml CouncH"orsOlue (~f its. members .. ·may bu\~:e ttrl uu~tatt'd 
ap:cnd~t f()rfut.ull! ularketingiultia:thtcsb,lsed (}n\V'lol Inle:rnudo:rmJ. \Voul International 
C~Uftdbettj.tt its ~fcon:nl1er:cittr'Ufe with.a 8tockl)ne;()fsm:ne240kt:f,tteus~ir. 'fhis t~ mr:lre lbuu 

Ule a.\"Ctuge ;(m.try.ov~rntld~rtbe .tU>S t~'\~ctlbe }i~'lt~S 1910·"1 t(} Itj11"7~. Snrm" 
t:cint'tu'natiotl (;If du~ nl?S nro'md tllt"se stocks is not.bt~yo:ndbellefgivcn tilt' «dtcun:l)iumt:t~~ 
oftheintrndtlctionofthe 'RPS 11rtw'iuusly. and ,given tbut S()ttle w\)olgrow;ers lttl! .bne(~~~~ted 
in the f(~tumt)f ·the lUiS. ~nle ·evidence fortlds :can he founti in the nl(~tkmsput at 
t~Olilteir;en~~es tlf farnters and in the letterstolmnns (1£ ;tim newspapers If there i~ jIi·(,.llU: ~tu.:h 
hidden agenda", its adherents would be w.en",ad'vi5t~m b~tsethelt '\0" ···ws uml ut:dons nn 
gOtld in fonnation. ()!w~dticnl issue is that even a ~·J}r.ivtUised.lt\\fo()i .~;dtcrna.tmnal f\'vmdd 
have Mlbstatltiru miU'ket 'p().wer und thet~r(we lhet'upaejty to tlffeCl the tllu.rket and the ·\\t.'U 
h<~in!:()f .it~di\lidtlalwoolttrO'wers induding g.fuwers'lNho do not t-:uppm't tilt' pan h,:u ku' 
tllarKetrng itt.iliud'\ii'es. 

As it :pus:tsc,ript* the llrtlblenl~ o.f our woollYOUcymust be nstouishingto Au.~truha· s 
lle{NUatnl~lS who worked bard 'ftlr ttloresensible agricultural policies ~tmund du~ \\'odd. 
Their efh)ft5 t~\~er 'the long negoti'u,tions rested, fJ'UU}' on tbebilck ut' such r·e·\C',lft:Jl,{·P\(.,-:.h',", 

a:saAf£~5t~:I~f:d Ut)ON~r tuentioued ea.rlier, Sadt)\ while Austr,aii.awu.s busy l~lUn~'hjng 
and \imHuragricollural .'l,cdicy documents OIlto the internabomd st(igt\ we fnrt:ot about 
\\no! $loUe, 'taltnt(l\l~st in ,the shire halt Is thew(;){)l show 00'''''. over ... tbe policy phl);,{,flii. 
btwing quit tbe t1eld leu\dng woolgro\Yers to(~Jean up'! 

.1\B.!\Rf~ H(J&&}. tY1inimum R.e,itN'l'V Pt'iep itrr\:{t"(}t)/ 19811·f~q, Nl111-b.et Outlm/~ 
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