64


65

CHAPTER Five

PUBLIC UNDERSTANDING OF NCP

BACKGROUND

5.1 Public understanding of National Competition Policy has been a fundamental problem since the policy’s inception in 1995. As far back as 1996, academics and administrators alike have been concerned at the way in which the policy was presented to them and the general public in a manner which suggested they were to accept the changes simply on faith. The ‘top-down’ mandatory approach adopted by the NCC and other Commonwealth and State/Territory CP Units, with hindsight, has not been as successful nor widely accepted as it could have been. Successive policy analysts have warned of the dangers of this approach. 

5.2 As early as 1996, officers of NSW Agriculture noted:

A fundamental problem with the National Competition Policy is that it was not sold well to the community and the communities elected representatives.

Many sectors of the community and many political representatives have elected to view it simply as a government cost cutting exercise or the economic rationalists seeking deregulation for the sake of it. The perception is that competition is being promoted at the expense of individuals, where there is no fairness and protection from the State for individuals, which results in socially unjust or undesirable outcomes.

Specifically, common perceptions on the outcome of the NCP and competition reform that continue to arise are:

.
the benefits of competition only flow to consumers, and there are equal and opposite costs to those producing the consumable, for instance, primary producers;

.
competition policy is about de-regulation;

.
it results in Governments walking away from their core responsibilities of protection and providing for the weaker members of society, and selling out instead to large business and multinationals;  and 

.
that benefits in terms of lower prices are not passed on to consumers but are captured by the wholesalers and supermarkets.

…………

Clearly a better understanding by the community of the long-term benefits is a key to reform and the implementation and maintenance of the National Competition Policy. It is also clearly the responsibility of the major competition agencies, the NCC and the ACCC.

5.3 The same views have been expressed to the Committee during its hearings, three years later. In 1997, the House of Representatives Committee Inquiry recommended that the ACCC and the NCC adopt a more open and educative approach to their respective roles. Specifically, that Committee noted:

So far there has been little discussion in the community on competition reforms.

To date there has been little public education with the result that several States/Territory governments now list common misconceptions related to the reforms in their policy statements. Many rural councils are particularly concerned about this issue….

There is a need for a major ongoing program of public education which outlines the contents of the policy and stresses the outcomes (runs on the board). All agencies involved in the competition reform process must be involved, not just the NCC and ACCC.

5.4 In response to this criticism, the NCC and ACCC have produced reports and pamphlets, attended seminars and given speeches in support of the Policy. However, the result has been continued confusion and patchy community and administrative understanding. Some of their critics argue that the problem lies in the attitude of these organisations, that is, insensitive policy advocacy rather than explanation of the workings of the policy. Others tend to argue a lack of sophistication in administration or inappropriate media or political comment:

One of the problems we have encountered right from day one-you might say over the last two years-is that there has been a limited understanding of NCP generally. That is no fault of the Local Government Association or the local government department. They have done an excellent job in making training available and also circulating relevant material. Another problem is the shared vision between councillors and officers-and that may be regarded as a general problem in the local government industry-and also a lack of resources……In Queensland local government, there is a lot of misunderstanding about NCP.

5.5 Not all of the distrust or disagreement with NCP stems from a lack of understanding of the policy. It should also be noted that quite a number of people with a very good understanding of the objectives and underlying premise of NCP have made a fully educated judgement that either they are ideologically opposed to it or that they do not agree with the philosophy behind the policy or with the method of implementation. As presently practised, NCP is often not adjudged ‘a good thing’.

5.6 Not withstanding this, the Committee considers that the NCC, the ACCC, the Commonwealth Treasury, and agencies in other jurisdictions have contributed to the confusion in relation to NCP in their quest to abrogate responsibility for the negative effects of the policy. When faced with criticism about the privatisation of public utilities, the contracting-out of public services, and so on, protestations to the effect that these changes are not caused by competition policy are frequently heard. It is strictly correct that NCP does not require that the States and the Commonwealth privatise or corporatise or contract out, but what NCP does do is provide the vehicle for such change. NCP is about reviewing and changing all legislation and government business practices to ensure that they operate in a competitively neutral manner or a way that results in a positive public interest outcome relevant at the time. The mechanisms to bring these functions into a competitive environment are various, but include – privatisation, corporatisation, contracting-out and competitive tendering. It is up to each Commonwealth/State/Territory Government to choose, with the benefit of a careful analysis of the benefits and costs of all alternative actions, which mechanism they will use to institute change if indeed they decide to change the current arrangements for the provision of government services. It would appear that if Governments decide not to change current arrangements, they may be penalised by the NCC under the Competition Agreements in terms of the tranche funds they receive - a ‘Catch 22’ situation. In the Committee’s view, the NCC and all jurisdictions need to become far more open about the policy, its impacts, their agendas for reform and their plans to cushion the effects through ‘social smoothing’ programs.

5.7 What appears to be happening in the case of each State/Territory jurisdiction, from the evidence taken by the Committee, is that each is pursuing its own agenda for the reform of government business enterprises and government legislation and regulation. This is consistent with the terms of the Competition Principles Agreement which at Section 3(2), 4(1), and 5(2) state, inter alia:

Each party is free to determine its own agenda 
…

5.8 However, when negative impacts arise, NCP is held up as the culprit – guilty or not (it is rarely given credit for any benefits which arise). At least one local government, the Esk Shire Council, noted that it had become politically expedient to blame NCP:

…..there are local governments now who are feeling the impact. I am not being critical of those other local governments, but for various reasons….they are going through the exercise now of right-sizing their staff. This is where we are getting comments from external people. I mentioned before about politicians-both State and Federal-who have a lot to answer for about the misunderstanding which is out there in the community about NCP.

For an employee it has an impact too. If a neighbouring shire, for example, downsizes and a number of employees are made redundant, and on the radio that day you hear a politician-the employee may be out in the work forces driving a truck or a grader-saying it is all the fault of NCP, and five minutes later you hear a union leader say the same thing, it has an impact on staff morale and on their attitude about what is actually going to happen within our organisation. So a lot of work needs to be done.

5.9 The Agreement gives a broad guide to what must happen before the Commonwealth/States/Territories introduce structural reform of public monopolies:

4 (2)
Before a Party introduces competition to a sector traditionally supplied by a public monopoly, it will remove from the public monopoly any responsibilities for industry regulation. The Party will re-locate industry regulation functions so as to prevent the former monopolist enjoying a regulatory advantage over its (existing and potential) rivals.

4 (3)
Before a Party introduces competition to a market traditionally supplied by a public monopoly, and before a Party privatises a public monopoly, it will undertake a review….

5.10 Some State/Territory CP Units have followed up the broad statements contained in the Agreements with guidelines for agencies responsible for legislative review and review of government business organisations. The NCC and ACCC have also produced a number of reports on aspects of competition policy such as Competitive Neutrality, Codes of Conduct, the Public Interest Test etc.  Many of these reports are freely available both from the State/Territory CP Units, NCC, the ACCC and on the internet. The Select Committee believes that the production and disbursement of such guides is an important element of the education of NCP Policy administrators but despite this plethora of information, confusion still exists.

5.11 In pursuing their own agendas for micro-economic reform, some jurisdictions are making a number of measures mandatory for local government eg in Victoria competitive tendering is mandatory for projects above a specified limit, and a reform timetable is being pursued with greater vigour than others. Depending upon what each jurisdiction has produced in terms of policy directives, some local governments hold the view that corporatisation, or competitive tendering is compulsory under the policy – as it well may be according to State policy, but not under NCP.

5.12 In giving evidence about the differing application of NCP in each State/Territory, the NCC noted:

……we are aware of cases where national competition policy has been properly or improperly-let me leave that aside-used as a means of seeking various changes to take place in areas or as an excuse for things to occur which are not necessarily a part of competition policy. I think I have indicated before, for example, that privatisation is not part of national competition policy. Yet on many occasions we have heard those at a political level say that the reason that they are undertaking privatisation moves is that national competition policy requires it, and they may lose payments from their competition payments if they do not proceed down that course. Without wishing to embarrass governments or political leaders, we have to actually explain quite quietly that that is in fact not the case and that privatisation is not an element of national competition policy.

5.13 In the Committee’s view, the ‘quiet’ approach is not always appropriate. The Committee believes that more needs to be done and certainly a different approach should be adopted. In giving evidence about the level of knowledge and understanding that exists amongst government bodies the NCC stated:

It is not satisfactory, but increasing. At national competition policy units around the states, there is a high level of understanding and a high level of interaction between the NCC and those units concerned. As you move outside those units-and they are the units that are responsible for ensuring the State governments in their various departmental levels implement the policy-there is a dissipation of knowledge. In some areas outside those units there will be very little knowledge and very little interest. In some areas there will be not only a disinterest but almost a wish that it would all go away because it changes the status quo.

5.14 In commenting on the level of understanding held in the community, the Western Australian Municipal Association noted:

Public perception can often be the enemy of successful policy making. Policies cannot be made in isolation. Resources need to be invested both in facilitating community understanding of why the policies are put in place and how the benefits will manifest themselves. For many in our communities, especially in regional Australia, the why and how remain a mystery. The absence of tangible redistribution mechanisms and short-term compensation to offset the adverse impact of reform heightens this. The continuing decline of service to the bush has only increased public resistance to change.

5.15 On the matter of community education the Public Interest Advocacy Centres had this to say in their submission:

We have now passed the half-way point of NCP implementation. To date, there has been virtually no public education campaign on NCP provided by either the national or NSW Governments. We make a distinction between community education and government advocacy of policies. What we have experienced bears the hallmarks of advocacy rather than education.

5.16 The Shire of York would seem to agree:

…..most of us are quite confused about national competition policy in the bush. We get glossy pamphlets and we get people releasing information from the city which tells us that national competition policy is here and how we should implement it. We go to seminars on it when we can. But there is nobody actually actively helping us to deal with national competition policy, to put things into perspective, to take the benefits from it or to address the shortcomings of it as they affect rural Australia. We feel confused about it and many of my colleagues have probably adopted the view that it is just too hard and hope it will go away in due course.

5.17 The Public Interest Advocacy Centre has criticised the lack of formal consultative arrangements within the NCC. The Centre believes that the NCC has: 

…failed to meet its stated commitment to broad consultation and how it adopts what is essentially a ‘complaints driven’ approach to problems which may be experienced with NCP implementation. It is also likely that it is the superior attitude adopted by the NCC to criticism of NCP implementation, or of itself, which provokes the sorts of criticisms which the NCC is on record as resenting.

5.18 This would accord with the views of many local government and agricultural bodies, which have indicated that not only the consultation processes of the NCC are patchy but also those of others responsible for reviewing legislation. It appears that not all interested parties are being informed of the existence or progress of these legislative reviews, nor being encouraged to actively participate. It is difficult for the Committee to gauge the veracity of such comments with the evidence thus far, but there is obviously some problem.

5.19 With respect to the consultation and information flow processes it would appear that the administration of the policy is in dire need of a ‘good dose of sunlight’ – an illumination of the facts from the fallacy for the people who are actually implementing the policy and who are directly affected by it. The Select Committee is of the view that it is past time that the NCC take up the challenge to improve the knowledge of grass roots managers of the policy, political representatives, and the general public rather than simply ‘educating from the podium’ as a disinterested policy advocate. Greater knowledge of the policy will also ensure that NCP cannot be used as a scapegoat for administrators and others who seek to deflect blame for the negative impacts of their own policy agendas.
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