


o)

Scfence ANt

ge

in

e R .
r - s
: lo.q O s
. = ;-
il g |
] " L A
I :é i
e 3 j
Cw
g
3
=
=

Please allow this student to borrow the
above book overnight or at the weekend,

5 .
1]
) g
.t | E -
3 z & B 1
- H\m "5 ': s _.E .
5 I 8|3 g0 8
- iy u g € 5
- -4 B = -~ & 4
QO -y wl, o ' "é 8‘ -g
B - - = A &
| e I .E’;ﬁ*’\w?’- BT 5
L uoRE B
1 Bl i Y o 7, ] Y AfaALt R
PR e R S
& A

ciod

SEEEoa el e

Azf-hedsh - 4s8s]

TRt he bl onaa

faniNationaliUnlversity!

SHERRALIGM &SR b b i i e
ep'g.g-
,H : i

‘ grporationsis
Fe¥developrnen: o S fﬁ?’éh’wg;‘ﬁ?ﬁ?gg il
NTAW ettenhallzwas
ealthebu '%W"cé”aﬁ
o1l

Ter ] Ousyaon

ticaliScienceXatithest
5 : =
i} " -"‘?" -
AR g s A
. “'N- 1 -- Y e -
e ‘ & TR
h e!
1 A .
£ o
‘ y
= B
e f ¥
iy

B SR

3 o LA LTy o
shefopinions:

inF.]

gtats
findiwastrecent
yeraityio [asToanial

AR, Iy et b A
xpressedtintthisdoaperdd

T I e s e

ublic#Administration e

5

‘. 1
55
YL
L X .
o
b
(3 » i
S
T b
NEF i
" x
"
G %
)
7 X
A 1
i
5 i
el
ont
e
EEE v vt
i G

Address
Phone No.

nentiof;
N

int

3
. .
Y o '
i \ ¥



ROYAL INSTITUTE OF PUBLIC ADMINISTRATION

A,C. T, GROUP

RAILWAY MANAGEMENT AND

POLITICS IN VICTORIA |

1856 - 1906

Repott of a
Case Study in the Origins of the Public Corporation
: by

R.L. WETTENHALL

CANBERRA, A,.C.T,




RAILWAY MANAGEMENT AND POLITICS IN VICTOfi‘Iﬂ S -

TWO:

THREE:

FOUR:

FIVE:

SIX: -

SEVEN:

.. AND THE RESULT - SOME GAIN IN,GLARIFYING

- EARLY TWENTIETH CENTURY

1856 ~ 19086

— e e e e mm eem g

INTRODUCTION . . . . . . .

The Political Background
Growth of the Rallway System

FULL POLITICAL CONTROL (PRE-1883) . . . . . 5
The Board of Land and Works b
The Victorian Railways Department 7

The Machinery of Government Setting 10/~ N
TOWARDS MANAGERIAL INDEPENDENCE . . . . 13

First Proposgals for Reform 13 ) o
The 1883 Legislation .18 o g
Operations 1883-1891 31 o
REASSERTING_POLI.TICAL CONTROL e r e e . 41
The Shiels-Commissz.oners : ,*.. . g
Correspondence e LT 41
The 1891 Legislation e Tt 00 44
‘Suspension of the Commissioners - 51
Operations 1892-1895 59

AN ATTEMPT TO RESTORE INDEPENDENCE:

RESPECTIVE SPHERES OF AUTHORITY . .. . .. 863

The Rallway Inquiry Board 63
The 1896 Legislation 64 -
Operations 1896~ 1906 , ' 69

DEVELOPMENTS. . . « « v a'w o v s i v a2 T8 =

Further Inquiry aneregisl_atidn (]
The Separate Representation Issue 78
The System Comes of Age 82

ASSESSMENT OF THE VICTORIAN CONTRIBUTIOfI 83




F—

1

B

T
L

[

1|]

r.

| S

NOTES

e e an L]

CONTENTS

t-x.,}:
(Continued) ~~

CHAPTER ONE:;

it

TWO:
THREE:
FOUR:
FIVE:

. BIX:
SEVEN:

a [y =
. . .
. . +
. - =

Page

(1)

(1)

(1i1)
(vi}
(viil)
x)
(xi1)

]

1

(xd)

(141)

o
(viii)
(%)

(Jiiw_r)




L

A

.,...,
o

L1z

ez

Plate |

>

11
11X
v

<

LIST OF ILLUSTRATIONS

"Circumbendibus' (How We Make Our Rallways)

The Hawthorn Smash (Another Butcher's Bill) -
The Brake Question (A Wise '"Doctor™)

Taking the Railways Out of Politics ("An Act
for the Better Management of Qur Raillways''} -

Recruiting the Chairman (The New Railway Bill)
Shiels V Speight, or the 1891 Act (A Tight Fit)

Speight's Progress, March, 1892 (Will He Let

It Pass? ; Move On! ; Unemployed) :

The Great State Trial - SPEIght V Syme
(How Tt May End)

The Unenviable Task of the New Comm:.ssmners
1894 (A Bad Mule to Manage) '

Railway Management 1896 Style (No Mortals
Need Apply)

v e e e = e el e wem e e e e e

15

19

26
48

54
58

61

68




L
|

£l

ONE: INTRODUCTION

The Victorian State Railways enjoy a special position amotig

Australian public enterprises, for it was in relation to them that the '

firgt deliberate step was taken to develop the public corporation as

"a suitable instrument for government in busingss'. 1. - Indeed, the
administrative form.applied to the Victorian Railways in 1883 furnished
both the stimulus and a model for railway commissions in other Aust-
ralian States and in New Zealand, and its influence is apparent in the
constitution of numerous other public corporations since established.

"This account of the relatlonship between management and
politics during the early history of the Victorian Railways represents
an attempt to shed light on the processes of thought and experimen-
tation which launched the public corporation as a major device of
government in Austiralia. It is also an attempt to assess the extent to
which the nineteenth cdentury legislators ant:.c:.pated the problems ex-

. perienced in the ma.na,gement of public enterprises today, and the ex-

practices by legislative and administrative precedent

- r———

Although this is to be egsentially an administrative study, some
brief comments on the basic character of the politics of the period and

on the physical deyelopment of the railway system are warranted at the
outset

The Political Background o -

Victoria gained representative responsible government in _
1856, but political parties as we know them today were almost unknown
before the twentieth century. During the first decades of responsible
government .there was a division into two basic interest groups -~ on
the one side, the propertied classes, squatters and land owners, the.:. -
merchants who wanted duty-free imports, and the bankers,: senior - - .
¢ivil servants and members of the professions associated with them;
and on the other, the smaller free-selector farmers, the manufactu-
rers and artisans who believed they would benefit from a protective '
tariff, and the miners and labourers. 2  The former have generally
been labelled the Conservative Party, the latter the Liberal Party.
However, only on occasions when major issues arose {e.g. the land
and tariff questions and reform of the Upper House) was there any
cohesion in their organisation, and depending on the issues involved.. .
at a particular time the interest groups went egually under other .. -
temporary names such as the Squatters', Free Trade or Constitu-.-. ..
tional Party, and the Democratic, Protectionist, Reform or Radical i\ .

Party. As the squatting interests. declined and many of the: desired. ... ..

reforms were effected, major issues of variance Became rare and ..
governments came to be determined by personal rivalries rather - -

o 30 R o S i S s
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than broad policy issues.

The unstable political situation characteristic of the self -govern-
ing Australian colonies in the 1ater mneteenth century has been described

thus: [

s "The ge.me of pohtios was a battle for place and power.
..~ Factionalism reigned supreme. The governments of the
“‘day were dependent upon the uncertain support of. groups
of discordant members... - Most frequently they would be
found to be made up of rival politicians whom the political
e exigencies of the-moment had drawn together In a tempor-
i ary coalition. The foes of one day were the cplleagues of
o the next. The platforms of the parties were readily .
_adaptable to changes of circumstance. It was off with the

old policy and on with the new." 3 _,;..;l‘:,. . N

Coali.tion governments became the rule rather than the.exception. - Pro-
fessor E Jenks of Melbourne University wrote in 1891:

""There are still faint echoes of bygone battles, but they
have lost their meaning «+« the ardent politicians, who
have demanded a return to severer times, have forgot-

STt -ten that it is impossible to have pa.rty government unless
' . there are parties,” . ‘

It was' ‘only following the rise of organised labour after 'the turn

of the century that the political parties became well-defined cohesive '
units. However, although the early struggles of the trade unions left
their mark on Victorian Railways history, the main process of adminis-
irative experimentation took place before this political condition emer- -
ged. - There have of course since been modifications, e.g. in the'pro-
vision of special funds in an attempt to improve the financial position of
the railways, the setting up of staff appeals and classification machinery,
and: additional powers and restrictions imposed in new fields such as- . -
electricity generation and use; but the basic form of a three-man com-
misgion and most of the administrative details were then settled. Vie-
toria in fact led the other States in the reform of railway management, :
and it achieved a measure of stability in this area sooner. than most of -
them., :

o Growth of the Railway System

.The railway system had its origings at about the same time as .
V:Lctorz.a received the institutions of responsible government. A .
number of private companies such as the Melbourne and Hobson's Bay -
{(Port Melbourne), Melbourne, Mt Alexander and Murray River,
Melbourne and Suburban, and Geelong and Melbourne Railway Com-~ -
panies, ‘were formed and commenced construction work during the

1850's. . They received much assistance from the govermnent (e.g. in-
terest payment guarantees), but made little progress. As Sir Frederic o
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- Eggleston put it:

oA nly.
R

"after: having tried vainly to get the railways to'the gold- '
flelds constructed by private enterprise the State borrowed
elght millions sterling to constriict the lines., The decision

) was the forerunner of a vast expansion of State enterprise "5

The i‘irst acquisition was the Melbourne, ‘Al‘exander and Murray project
in 1856; -and the last important:private undertaking (Melbourne and Hob-.
gon'g Bay) was taken over in 1878. . By this time the government had con-
structed lines from Melbourne to Echuca and Wodonga on the: ‘Murray, had
extended thié Geelong line to Ballarat and beyond,. and was building lines

to Gippsland and the South-West. According to historian H G Turner

"Unlike someé of the later railway expansions which covered
the land with profitless duplications and ridiculous cock- °
spurs, the 600 miles of iron road which Victoria possessed
in 1875 was in the main a sound and useful investment." 6

However, the political value of railways was gradually coming to
be realised, and by the early 1880's - just before the adoption of the com-
migsion system of administration - political considerations had become

‘all-important. Thus, in 1882 Thomas Bent, (Minister of Rallways in Sir

Bryan O'Loghlen's Ministry) brought down proposals for 825 miles of new
lines, ''So spread as to secure the greatest possible number of votes . ,
in a desperate attempt to secure support for his weakening government."’
This was the decade of the so-called "octopus" bills: during a period.of
booming land prices and extravagance with readily forthcoming overseas
loan money, construction raced shead with far more regard to political
gain than economic soundness. By 1891, 2,800 miles were being worked,
many of them with no possible chance of showing a profit; and the new
parliamentary Railways Standing Committee had proposals under con~ —
sideration for the consiruction of a further 4, 630 miles referred to it by
degigning governments and log-rolling politicians. These rapid exten-
sions were“¢hecked by the depression of the 1890's(a "wholesome check
according to the economic view).9 But this was only a temporary re-
spite, for with economic recovery past lessons were forgotten. In 1908
the mileage totalled 3, 500, and the system was still expanding. Today
Victoria is claimed to possess one of the most comprehensive railway _
networks in the world; but even as total mileage was reaching its peak
somewhere in excess of 4,700 miles, railway policy was becoming far
more concerned with the questions of closing uneconomic lines and of

.combatting the growing competition of road transport than with further .

expangion.

The study which follows has two main themes: on the one hand
the almost inextricable mixing of politics and railway_ de\relopment and
on the other the ‘recognition of the adverse _consequences of this state of

s e



That politics should have been so concerned with the railways to the ex~'
tent that these attempts were to prove relatively unsuccessful was not
. really surprising.’ Expansion and development were primary concerns .
_ ' of the colonial politicians, and transport was one of the foremost instru-
‘ments of their policies. In the absence of other quick mags transport
media it was inevitable that rdilways should receive great atténtion
from politicians and public alike.. The services they provided had an ...
immense effect both on general prosperity-and on the pockets of indivi--
dual citizens: Moreover, right from the beginning they absorbed a large
share of the government's capital investment;- and again, as the system
expanded, its employees came to represent a significant voting force
!politicians thought it wise to cultivate. Asg late as'1931 Eggleston was to
‘remark, after personal experience as Victorian Minister of Railways,
‘that as long as politicians had an effective volce in railway affairs they

-

_were ”practically bound to interfere. 10_ _—d 2
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TWO: FULL POLITICAL CONTROL (PRE - 1883)

The Board of Land and Works

With the acquisition of the property of the Melbourne, Mt Alex-
ander and Murray River Railway Company in 1856, it became necessary
for the State to devise new administrative maaimery It was at first-
content with the expedient of nominating two Trustees - a Minister (the =
Commissioner of Public Works) and a senior official (the Surveyor- .
General) - to carry on the company's operations. 1 'However, Victoria's
third responsible ministry believed that certain public departments could
be worked more economically If their activities were co-ordinated at’
sub-cabinet level, and it designed the Board of Liand and Works for this
purpose. As originally set up in 1857, this Board consisted of from
three to five members, of whom only the President was to be a respon-
gible Minister of the Crown., The aim was to bring together the profes-
gional heads of lands, works and developmental activities for their mutual
advantage and also to facilitate consultation with the Minister who would
accept sole responsibility before Cabinet and Parliament. There were in
the early days usually four constituent departments, Crown Lands and
Survey, Public Works, Roads and Bridges, and the ''Victorian Railways
Department'. The Board was in no way a public corporation in the mod-
ern sense: at first it was not legally incorporated, and then as always it
had a responsible Minisier at the helm. Premier W.C. Haines explained
that he had no desire for it to assume the powers of the Executive, and

“hoped that "the House would never allow the existing Government to avoid

any respons1b111ty merely by screening it behind the recommendations of
a board." :

Individual ministerial posts soon began to appear for the various .. _.
subordinate departments even though these remained associated with the
Board. During the second O'Shanasgsy Ministry the ministerial portfolios
of Commigsioner of Crown Lands and Survey and Commissioner of
Public Works were created,3 retalning the titles of officials of the pre-
responsible government era. - From this time on up to the turn of the
century the office of President of the Board of Land and Works was
usually held by the former. The Heales Ministry which took office in
1860 included a Commissioner of Railways as a separate portfolio, and
this was expanded to Commissioner of Railways and Roads in the third
O'Shanassy Ministry formed late in 1861. The Railways and Roads De-
partments remalined linked under the same Minister until Duncan Gillies
became Commissioner of Rallways alone in the first Service Ministry in
1880, The formal appoiniment to the Board. of these Ministers in charge
of the constituent idepartments was made possible by amending legislation
in 1862 permitfing the appointment of ministerial Vice-Presidents.. The
Public Works and Rallways Ministerswerenot always members of the
Board, but this was presumably due to the troubles encountered in getting



together and-allocating portfolios among scratch cabinets rather than to .
any administrative cause. 4

Two years after its establishment the Board was accorded cor-~
porate status at law. In view of the fact that this is now almost the only
common denominator of the public corporation, 3 ' it is interesting to
note that this development occurred as an unobtrusive by-product of
legislation for the acquisitipn of the Geelong and Melbourne Railway
Company's construction project.  The original Purchase Bill merely
required the Board to prepare a common seal for use on the transfer

. and other documents., However, in committee the Attorney-General
remarked that there was some doubt as to whether the Board was
incorporated for the purposes of the Bill, and moved the insertion of
the words ""members of the Board of Land and Works, and their suc-
cessors, shall be incorporated by the name of the Board of Land and
Works, with perpetual succession". Another membet thought that
“such: .incorporation would be overlooked if it existed only in the Geelong
Railway Purchase Bill and suggested separate legislation, but the =
motion was agreed to without further discussion with a suitable addition
.to.the long title of the Bill. 6 \

- The Railway Construction Act of 1857 had ordered the presen- "
tation of reports on the Victorian Railways.. These reports took the
form of Reports of the Board of Land and Works on the Victorian Rail-
‘ways, and were presented annually until the change of system in 1883V
‘They were signed by the Commissioner of Rallways if one existed, and
if not by the President of the Board. During this period the Board '

" assumed additional functions such as sewerage and water ‘supply, and
its powers and duties in regard to railway management were defined by
special Railway Management legislation.? ~ That of 1863 among other
things gave the Board power to make by-laws, prescribed conditions -
for granting licences to conduct refreshment rooms and penalties for .-
.offences, protected the rights of railway servants on transfer to other
departments, -and (by way of a preview of powers to be reserved under
later ''non~political' management). gave the Governor-in-Council power -
to direct the Board to dispose of surplus railway land. . - :

’I‘he proceedmgs of the Board have always been mamly formal.
The Grice Royal Commission on the Victorian Civil Service in 1859

wrote in 1867 that it had practically become divided into separate de-
partments. The second (a' Beckett) Civil Service Royal Commission,
in'its 1873: ‘Report, did not see fit o refer to the Board in itg own right
. but preferred to consider the constituent departments separately and -
on an equal footing with other departments not coming under the Board's
" authority. On this occasion the Board was referred to by two witnesses:
the 'Chief Clerk of the Crown Lands Office considered that it was domi-

™

ey
B e e . TN

recogmsed its inescapably political nature, and Professor W.E, Hearn

" nated by the appropriate Minister (there were often separate sittings el o
with only the interested members attending, for land matters, railway L
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matters, and so on) and merely complicated the handling of business;
while the Assistant Commissioner of Roads and Bridges, himself an
official member of the Board, asserted that business consisted gimply
of the formal passing of papers.8 It is surprising that what Eggleston
described in 1932 as "a somewhat ancient and inactive statutory cor-
poration'’® has survived to the present day - the recent publication
The Government of Victoria commented that;-~&lfhough the Board may

look on the surface to be a kind of standing cabinet committee, it '"has
no concern with policy, but, on the model of the texecutive council'

exists to provide formal backing to certain classes of administrative
decisions!. 10

The Board has in this formal way had varying connections with
the railway undertaking. To 1884 it was concerned with both construc-
tion and management, from 1884 to 1891 neither, and from.18%2 con-
struction only. Throughout this third stage - right up to the present
time - it has nominally controlled the Railway Construction Branch,
which forms part of the "Railway Service' but has no connection with
the Victorian Railways Commissioners. However, since this control
also is exercised through the Minister of Railways (or Transport, as
the office was renamed in 1834), it is less confusing to regard the
Construction Branch as a separate depariment with its own Permanent
Head and orthodox ministerial control, as Eggleston did. Railway _
construction activities have for years consisted of little more than
occasional spurline projects, and gauge=-alteration is conducted by the
management authority rather than the Board; but the Railway Con-
struction Branch has been used for other constructmn work such as
bridges and grain elevators.,

The Victorian Railways Department

Under the Trustees of the Melbourne and Mount Alexander
Railway and then the Board of Land and Works, the Victorian Railways
Department was (as hag so often happened elsewhere in the pioneering
days of railway construction) the centre of much controversy and
bitterness. Its first Engineer-in-Chief, C.G. Darbyshire, was forced
to resign in 1860 over allegations of bribery and incompetence concern-
ing particularly the construction of culverts near Castlemaine. His
guccessor, Thomas Higinbotham, later investigated these charges and
reporied that they were unfounded. Allegations of other irregularities
caused the Department to undergo investigation during the 1860's by a
professional accountant, and some reorganisation resulted. Higin-
botham himself strenuously advocated the construction of sound heavy-

‘rail wide-gauge lines, but in this evoked bitter opposition from parish-

pump politicians who demanded cheap lines on the basis that any railway
was better than none. Higinbotham, who was more than once examined
at the Bar of Parliament, generally won out in these tussles. But Par-
liament's refusal to accept the idea of a Renewals Fund which he advo-
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cated as.early as the 1860s was to have most serious consequences.
Moreover, Parliament imposed cost restrictions which led to cheaper

~methods such as the use of open level-crossings. Safety was thereby

impaired, and the accident rate assumed alarming proportions. The
position was worsened by the purchase of the Hobson's Bay Railway,
whose rolling-stock and permanent way hadibeen starved of mainten-
ance and were in very poor condition. Othe#abuses included the dis-
regarding of departmental advice concerning routes, resulting in the
construction of "circumbendibus'' lines which increased the distance
between major centres and ignored questions of grade and relative con-
struction costs, but enhanced the value of the land of influential people
thereby passed. The "octopus" construction bills already referred to

were also beginning to appear by the énd of the period of full political
control, ‘ .

The issue of protection for local industries 'had a'lso interfered e
with railway management: the Francis Ministry which had ordered & < |3 -t
number of locomotives from England was forced in deference to the '
wishes of Parliament to countermand the order and instead have them
constructed in the colony. The interference of capricious and irrelevant

" political issues can also be seen in the dismissal of Higinbotham, in the |

sensational "Black -Wednesday" episode of 8th January, 1878. Premier
Graham Berry, still radical in his second term of office, was determin-
ed to have a show-down with the Legislative Council. The immediate
issue was the payment of members of Parliament. Berry attaehed_‘this
provision to an Appropriation Bill, which he claimed the Council had no
constitutional right to interfere with. The Council laid aside the disput-

ed Biil, and in order to conserve revenue in the absence of further

Supply, the Governor-in-Council on "Black Wednesday' {a parody on the
Black Thursday in 1851 when bush fires caused great devastation) dis-
missed most of the senlor officials of the colony. Turner recorded that— -

one Minister openly declared he had ""had his revenge“ in the dismissal
of Higinbotham. 11

In common with the Civil Service generally the Department was
overmanned. To quote Turner again:

" all sorts of unfit hangers-on had been foisted, under the
guise of supernumerariés,. into positions of emolument
that were virtually permanent ... Mr J.B. Patterson,
who had been Minister of Railways in Berry's Cabinet,
had been so hunted by his fellow-members of Parliament
to find places for their friends and supporters that he
formally handed over all appointments and promotions

" to the Engineer-in-Chief and the Departmental Secretary,
and firmly declined to have any voice in the matter. But -
guch a Ministerial arrangement was of course not bind-
ing, and when the O'Loghlen Government came, Mr Bent,
the new Minister of Railways, speedily took the whole



v

10

department back into his own hands." 12

Patronage was rife not only in appointments and promotions: the Minis-
ter might reverse a dismissal order made by the departmental heads, or
Parliament itself might by resolution rescind a fine or other punishment
imposed on an official who was fortunate enough to get the ear of a mem-
ber. While the Engineer-in-Chief was generally regarded as the senior
official in the Department, a number of branch heads had direct access
to the Minister, and there was nobody quite like the Permanent Head of a
modern ministry. Partly as a result of this, there was a lack of team-
work in the Department, and in Eggleston's words, "intrigue, sectional
inﬂuence and sectarian bitterness flourished". 13 L

There were sixteen changes in-occupancy of the ministerial office
{not counting Ministers who later returned for a second or third period)
between 1860 and 1883, and in respect of both policiidnd administration
there was much truth in the criticism that each wanted to undo what his
predecessor’had done. The least consideration in the selection of Minis -
ters was their special suitability for the post, and ministerial office had
not yet come to be regarded as a full-time occupation. Just as a Minister
wag beginning to learn something ‘of the commercial and technical com-
plexities of his Department political complications arose and he had, to

 glve way to someone else. 14 While the Department itself merited much

of the criticism levelled against it, it is clear that a great deal of the
inefficiency was a direct result of the unstable political environment,
the wide -spread influence hunting for sectional ends, and the subjection
of the railivay interest to other burning political issues of the day.

The ll\fIachinery of Government éetiing

_ 'The size of the Victorian Railways eystem was expanding rapidly,
and it gradually came to be realised that the cost to the State of a corres-
ponding increase in these administrative evils would be ruinous in terms
both of public confidence and financial credit. Some reform was, there-
fore, inevitable. It seems appropria’ce io recall at this stage that the
constitutional refinement of responsible government in the British politi-
cal system (from which the Australian system was derived), involving
as it did the adoption of the principle of individual ministerial respon-
gibility and the machinery of the pyramidal ministerial department was

e virtually a contemporary process

o How did the Victorian Railyays Department of the pre—1883 a

7 perlod conform to the pattern coming to be regarded as the ideal admini~ ~
.strative form? With a view to seiting later developments in the Victorian

Railways against this machinery of government background, it seems
necessary to carry this question further, To what extent had the move-
ment of British theory and practice been absorbed in the Australian

- colonies? Remembering Dr B.B. Schaffer's comment that there was’ i
no reaction in the United Kingdom during the nineteenth century similar T
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to that which was in Australia "already leading to a demand for official
independence from Ministers', 15 did the Australian colonies at any
time accept the pyramidal department as the ideal and apply this as
widely as in Bagehot's Britain? If there were deviations, how could
these be reconciled with the contemporary philosophy of government -
organisation? A comprehengive answer to these questions would re-
quire much time and space; however, a brief-fudication of the situation
will be attempted in order to permit an assessment of the extent to

which theory and convention conditioned the Victorian Railways expefi-
ments.

The relevant British developments have been discussed in recent
articles. Professor F.M.,G, Willson dealt with the relative status and
popularity of ministries and boards during the nineteenth century, show-
Ing how after 1855 and the reaction against the non-accountable Poor
Law Commissioners, the House of Commons acclalmed ministerial re-
sponsibility as the best device for ensuring its control of the adminig-~
tration, and came to favour the ministerial department almost exclusi-
vely for half a century. Dr Schaffer acknowledged the chief contributions
to the philosophy of the ministerial department, with Waltér Bagehot
rounding off and refining the earlier ideas expounded principally by
Jeremy Bentham and J.S. Mill. It was Bagehot, in The English Con-
stitution of 1867, who set the seal on the pyramidal department as the
accepted ideal both in theory and in practice. Also the Civil Service
reforms resuliing from the Northcote-Trevelyan Report of 1854 were
under way. A non-political service did not, as Lord Palmerston pre-
dicted, destroy the concept of ministerial responsibility, but rather
complemented it by providing expertness in its proper place, making
the departments capable of expansion and development, and Improving
the quality of the whole administration. 16

By this time, of course, the Victorian Rajlways Department
was already in existence, but it did not conform either to the Bagehot
or the Northcote-Trevelyan ideal. On the one hand, while the Engineer~
in-Chief was accorded senior status, there was no recognised Perman-
ent Head, but a number of branch heads reporting to a Minister who
himself had to co~ordinate to the best of his abilities. This was not
the pyramidal structure essential to Bagehot's ministry, but rather a
series of sub-departments under a single Minister. The concept of a
separate Permanent Head with undivided responsibility to (and immedi~-
ately under) the Minister, at the apex of the departmental pyramid,
was clarified only with the passing of the Public Service Acts around
the turn of the century. On the other hand the evils of patronage were

,in full play, and experiness could not be achieved other than by accident.
In thesge circumstances, moreover, the amateurishness of the Minister

proved a handicap, whereas in Bagehot's ministry, with an expert well-
organised bureaucracy below, this was seen as a virtue. Perhaps even
more important, there was a difference in kind as well asl)in degree.
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i|" Bagehot and Northcote and Trevelyan had not considered-anything quite S

like a department conducting a major constructional and commercial
enterprise such as a railway system. 17

|

| : But even if the Australian colonies had not absorbed all the con-
temporary refinements of the English departments, they had come to
apply the departmental form widely throughout their ceniral adminis-
trations. "All gix colonies, for example, began their experiments with
public education under boards; but all had converted these during the
1870g-and 1880's to departments. Likewise, other non-departmental
bodies such as Lunacy, Health, Navigation and Agricultural Boards
were gradually absorbed over the second half of the century into minis-
terial departments in most colonles. 18 These were all pragmatic
developments little influenced by any theoretical arguments about relative

 suitabilitiies of the alternative administrative forme, 19 but they were
leading almost as surely as in Britain to the general acceptance of the
ministerial department and the creation of integrated standardised civil
services. .

In the later nineteenth century, then, the ministerial department
was dominant both in English and Australian machinery of government.
Even if there was no comparable supporting philosophy in Australia, the
very sbsence of an administrative philosophy of any sort meant that
there was also little conscious thought in favour of alternative forms.
The minor deviations which had already appeared (or remained) by the
early 1880's were mainly a reflection of what was already a British
habit of vesting localised executive activities, sc arcely of national con=-
cern, in local boards more ‘akin to municipal councils. " The new Marine
Boards and Harbour Trusts were a casé in point. 20 ' They were perhaps
an indication that Australia would not apply the ministerial department
universally as the ideal administrative form, but they represented only
small by~ways of administration. The disappearance of the Education
Boards.and similar bodies was evidence of a clear tendency towards
giving departments a monopoly at least in the more important functions -
of government. The great administrative revolution which was to make
‘the device-of the public corporation so popular in this country did not
begin until the Victorian Railways experiment of 1883.

The reaction against the ministerial department dating from
. th:.s time was destined to compete successfully with the opposing

movement towards departments.and an integrated public service to the
extent that today the regular public. services of most Australian States
comprise only about one quarter of all Sta.te employees. Yet, as we
have seen, this reaction owed very little to theoretical or dogmatic in=--
ﬂuenoes. Its originators were practlsing politicians faced with practical
problems, frequently pushed along by, publi¢ opinion stirred up by a very
voeal press. Their only contributions to the literature of politice and
administra.t:.on were the acts they framed. L
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THREE: TOWARDS MANAGERIAL INDEPENDENCE

First Proposals for Reform

It is often assumed that the major stimulus for the adoption of
commigsion management was the reaction to exgessive lobbying or
"log-rolling" in getting railways constructed to particular localities. !
This may well have been true in other colonies where the railway
management question came to a head some years later than in Victoria..
But in regard to the latter it is worth recalling Turner's verdict that
Iines built up to 1875 were "in the main a sound and useful investment".
Moreover, although pressure had doubtlegs already been exerted in
this area, the first of the "octopus' bills was not introduced until 1880,
and the evil involved only began to be realigsed with the more extensive
1882 proposals. A contemporary reviewer, writing on the eve of the
1883 reform, claimed that political pressure had secured a deviation
of the Sandhurst (Bendigo) line - into Castlemaine as early as 1857; yet
he conceded that up to 1881 Victoria had acted with considerable caution
in constructing new lines. 2 Agltation for reform had commenced

years before this.

When, in the Governor's speech opening the 1876 Parliamentary
Session, the mainly Congervative MeCulloch Government announced its
intention of legislating for a change in the existing system of railway
management, numerous contributions to the Address-In~Reply debate
revealed that the idea of substituting a board responsible to Parliament
but independent of the ministry of the day already had a fairly wide
following. The main ¢ry was against the system of political patronage
in staff appointments. The following were typical of many such eriti-
cisms: ~

"our \Rajlway department(is managed)not upon any ordin-
ary principle of business whatever ,..{but) has become
gimply a political machine, used for political purposes,
and as a means of providing employment for political
friends and hangers-on''; :

"one. of the crying evils which ... every honourable
member feels and will be glad to get rid of, .1s the con-
tinual incessant applications to which he is subject for
employmernt {n the Railway and other departments'’;

and from W. Wilson, an ex-Minister of Railways:

"from. my own experience ... I can say that nothing
short of taking them out of the hands of the Government
will ... improve their management ... So long as the
Government of the day listen to all the demands made
on them to provide billets for the friends of thelr politi~

L
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cal supporters, the Rallway depar‘l:ment cannot bé other~
wise than mismanaged".

However, political complications upset this Government's legislative
programme, and although a bill providing for a board as suggested was
glven a first reading late in.the Session, it did not advance beyond this

The position of the Liberals was uncertain On the one hand they
had- opposed the earlier recourse of the Conservatives to boards and °
commissions as being undemocratic, enabling governments to avoid re-
sponsibility, and reducing the usefulness of Parliament. Their leader,
Berry, argued that If a department was badly managed the fault was

- elther with the Minister or the officials. If the former, the principle of

ministerial responsibility required that the Minister should be removed.
If the latter, the government should procure moreséfficient staff. He
did.not admit the need for a board. On the other,hand, the Liberals
alleged that the existing system of patronage favoured connections of
the established privileged classes, and therefore became very-vocal
agitators for its abolition. The press and the public were by this time
also beginning to take up the cry, and a society for the abolition of pat-
ronage was formed, with Professor C.H. Pearson, soon afterwards
elected to Parliament on a Liberal ticket, as a vice-president. 4

Duncan Gillies, the Conservative who was finally to pilot through
the Railways Commissioners Bill in 1883, had also been convinced for
some years of the need for a change from political management., His .
colleagues recalled in 1882 that he had proposed a non-political board
when Minister of Rallways in the short-lived Service Ministry in 1880,
but he did not then have time to prepare the necessary 1egislation.'-.5ﬁ

Discontent with the exlsting system grew rapidly after the ac_lv_eht
of the O'Loghlen Ministry in 1881, with the market gardener, Thomas
Bent, as controversial Minister of Railways. Wide~spread agitation
was triggered off by a series of unfortunate accidents, such as those at
the Melbourne suburbs of Windsor and Jolimont. - The press argued that
"Tummus' Bent was responsible beyond the normal dictatesof minis~
terial responsibility. On agssuming office he had quickly become invol-
ved in the ballast contracts issue, in which he overruled the experienced

. Engineer~in-Chief, W.E, Elgdon,and virtually forced his resignation.

Although later cleared of charges of dishonesty on this issue, he was
further accused of encouraging his own Brighton constituents involved
In accidents to lodge inflated compensation claims, of overruling
certain restrictions on the running of trains imposed by senlor officials
in the interests of safety, and of being the author of a spate of amend-~
ments to timetables which left public and railway staff alike in a state
of confusion In particular, it was alleged that he had a financial :
interest in the fortunes of the Woods brake (designed by an ex-Minister)
and a political interest in securing the support of its designer. I-Ie was
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ANOTHER BUTCHER'S BILL.

Plate II ‘ ] , -
The Hawthorn Smash (with Benton right). -

From Melbourne Punch, 7th December, 1882,

s

Plate III .
, The Brake Question

From Melbourne Punch, 10th May, 1883 -
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accused of delaying the fitting of efficient bra.k‘és to rolling-stock with a =
view to furthering the interests of the Woods brake, on the pretext that
the policy of protection demanded articles produced in the colony. 6

Bent had, moreover, reversed his predecessor Patterson's
order concerning staff appointments, and had brought the full range of
patronage powers back into his own hands. The claim was widely made
that patronage had "turned the Railway Department into an asylum for
the lame, the halt and the blind", and that accidents were, therefore,
inevitable especially in the highly complex business of operating subur-
ban passenger services. Bent had boasted that he would operate the
railways ""on commercial lines', but one has only to glance through the
volumes of Melbourne Punch covering this period to realise that his

- fajlure to do so furnished almost limitless material for the cartoonists
. and the eritics. Again, he was responsible for thexgreat "octopus' bill
rof 1882: one reviewer hailed the 1883 reform because the colony had
' at last escdped from Bent, who would, for political reasons, have saddled
the country with lines '"towards infini’%y, towards gum trees, swamps,
cemeteries and private back doors". '

These criticisms demanded some answer, and the Governor's
speech opening the 1882 Session briefly referred to the Government's
intention to introduce a Railway Management Bill later in the year. Bent
himeelf was reluctant to renounce his authority, and many Liberals still
opposed the idea of a board. Berry reiterated his view that any admission
of inefficiency was merely an expression of lack of confidence in the
Minister, and that only "discipline, order, and a proper regard for the
public welfare'" were needed, not a new bill. Up to the beginning of De-

" cember there was no indication that the Government had taken any further
action, and ex-Rallway Ministers Gillies and Patterson on the Opposition
" benches seemed the main advocates of the commission idea. .

Then ariother fatal colilsion occured at Hawthorn, and although .-
the Premier informed the House of his intention to hold a searching
inquiry into the accldent, it was immediately apparent that the temper of
Parliament, press and public alike would not be satisfied with anything
less than a complete change in management or at least an inquiry with
much wider terms of reference. Members asserted that the Department

 must be relieved of the "gross abuse connected with political patronage',
and that ""this vast trading concern has got beyond the capacity of political

around the country, saying which will be the best lines to construct, per-
sonally inspecting the construction of bridges and culverts, and arguing the
relative merits of different types of brakes, with the inevitable question
asked or implied: "What can he know about it? " For the first time the
corrupting influence of political lines was also mentioned; the House had

. -
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 just been wrangling for five months over Bent's "octopus bill, and a few
members recognised this additional evil and added it to the list of reasons |
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for handing the railways over to ""a board of practical and sensible men'".
O'Loghlen iried to show that the Victorian system was no different from
an English railway company, arguing that Bent did the same class of
work as a board chalrman, with cabinet in a similar position to the
board of the company. But ex-Premier Sir John O'Shanassy replied

that there was never a greater fallacy; the chairman was chosen for
extensive knowledge and experience of railw"ay‘*management but the

Minister had simply been assigned the portfolic on the formation of a
scratch cabinet.

There was intense public feeling on the issue. Packed meet-
ings at the Melbourne Town Hall and elsewhere resolved that "the safety
and convenience of the public demand that the management of the Victor-
ian Railways should be placed in the hands of qualified and efficient men;"
and The Age asserted in relation to the railway question that "the can-
cerous growth of corruption ... has made the present Parliament stink
in the nostrils of all honest and respectable people'. Even if this com-
ment was in keeping with that paper's outspoken criticism on many
aspects of the established order, it was certainly not in character that
the other papers of the colony should endorse its views so vehemently.
Whereas The Age and The Argus took opposite sides on most issues, on
this issue they merely competed in the bitterness of their attack on
the existing railway management, The other morning paper which then

existed in Melbourne, The Daily Telegraph, joined in with a blistering
attack on patronage. 8

In Parliament, the Government hastily brought down its long
promised Bill. - A board was proposed, but it was to be clearly subor-
dinate to the Minigter. Yet there were the most stringent provisions
to do away with patronage: any member of Parliament who introduced
a person to a Minister in order to recommend him for appointment or R
promotion was to forfeit his seat in Parliament, and there were also
severe penalties for persons making such applications to members,
However, matters had virtually been taken out of the Government's
hands, and although the railway.question occupied Parliament for the
greater part of December, the Bill made little progress. The short
debate which followed the Premier's announcement of the Hawthorn
accident was itself followed by a motion for a select committee to re-

port on the management of the Department, which the Government

chose to regard as a want-of-confidence motion. Although the Govern-
ment survived this after a debate lasting many nights, there was also

a ''privilege'" motion by ex~-Minister John Woods against The Argus for
its allegations of improper conduct by himself and Bent on the brake
1ssue. Then, during the Christmas recess, the O'Loghlen Ministry
resigned, stating its reason to be the disruptive tactics of the Opposi~
tion which had succeeded in having one quarter of the whole Session
taken up with want-of -confidence debates. The Governor granted a
dissolution, and the ensuing election had as major issues the general
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{ question of patronage in government employment and the specific ques~ -
it tion of railway management. &

The Liberals had not altogether glven up their earlier suspicion
of "irresponsible boards', but they were coming to regard patronage as
the vital issue to be solved at all costs. Berry's last words before the
dissolution supported a full inquiry into railway administration; he was
reluctantly coming to believe that because of the mess made by politic~
: ians such an inquiry would probably favour a board. However, he still
! regarded it as the pet idea of Conservatives ''to create boards in deroga-

. l[ tion of the true functions of this House', and argued that such boards
[l
!

were not non-political, but rather biassed towards conservatism. The
important question was, therefore, "Who is to give us a really non-
political body? ... Who are to be the choosers of it?" 10 But the one
man connected with the Victorian Railways who might concelvably have
saved the political Department, the competent lo"‘g-.experlenced and
generally,well-respected Thomas Higinbotham, had been removed from
office by Berry in 1878, and died a few years a.fterwards.

s,

—

Moderate Conservatives with the spirit of reform such as
James Service and Gillies, stressed "the paramount Importance of
superseding political patronage in the Government service by care~-
fully prepared legislation"; it was well understood that their proposals g

T SN

included transfer of the rallways to a board, and the creation of another
board for the other departments of the public service. The result of
the election was a coalition between the Service and Berry groups, en-
gineered by David Syme of The Age. 12 @Gillies was back as Minister
of Railways, with as clear a mandate as it is possible to have on a

- particular issue of policy to go ahead with legislation o establish an

I independent board of Rallways Commissioners: 13° With almost a lone

i voice, an English politician visiting Victoria about thig time expressed

‘l‘ himself ag "astonished ... (and)completely surprised at what a demo-
I

1
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cratic people were doing in contradistinetion to what.they were doing at
home!, 14

The 1883 Legislation

In his speech of 3rd July, 1883, the Governor announced that:

"The necessity for abolishing patronage, and placing the
' public service generally on a proper footing, has led
{ ik .my advisers to prepare Bills for the future management
A o of the State railways, and for the proper selection,

' | appointment, promotion and control of all persons in
the public employ. These subjects have been so frequen-
"tly discussed and are of such pressing importa.nce as to
‘demand your earliest conmderation

‘ The new Government had an overwhelming magori‘ty, and the general
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“AN ACT FOR THE BETTER MANAGEMENT OF OUR RAILWAYS."

em C.
THE ONLY WAY TO PROYIDE FOR THE PUBLIC BAFETY,

Plate IV

Taking the Railways Out of Politics. :
Showing Bent, with Woods and his brake,

From Melbourne Punch, 14th December, 1892,
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feeling expressed in the Address-in-Reply debate was that "thé sooner
the direction of the railway system is removed from political control
the more safely the traffic will be carried on". The Governor's speech
in fact set the pattern: to most members the questions of patronage and
rajlway management were inseparable. 15

One week later Gillies sought leave to introduce the Railways
Management Bill, and in view of the importance of the measure, immedi-
ately delivered what was virtually a second-reading speech. 16 e
traced briefly the history of the railway system, commenting that the
opinion had been held in many circles that it should be leased to private
Interests to operate - the Public Works Statute of 1865 had specifically
permitted this although it had never been done. If worked under lease
the sole object would be profit - the Government believed the country
had come to the conclusion that, while the State should always have an
eye to ultimate profit, there were higher objects in view. These were
the desire that the railways should assist in opening-up the country, and
that rates should be reduced as far as possible consistent with '"some-

' * thing like a fair return’. For these reasons the idea of leasing had been

scrapped. This summary of the views of the Government which appointed
the original Commissioners is of special significance in relation to the
subsequent action against those Commissioners which led to their ultimate
suspension.

Gillies then illustrated the inadequacy of the existing political con-
trol. Many of the reasons advanced had already been brought out in the
earlier discussions. He argued that while a Minisfer could cope with a
system consisting of a few hundred miles of frack only, the Victorian
Railways had grown Into a huge enterprise which needed at its head a
person of exceptional qualities. It was the merest chance whether a Mini-
ster would be suitable, as there were many factors apart from railway
knowledge influencing his selection. To controlthe system was a full-
time job, but he could not devote all his time to'it. It took years to learn
the business, and it was most unlikely that the political situation would
allow him to remain that long. Then there was the "political dlfflculty”
of patronage, and finally the fact that with each change of ministry
old projects were scrapped and new ones started, incurring large expen-
ditures on no settled principle or plan. To overcome these objections
the Government proposed the appointment of three Commissioners to
form a body corporate, the divesting from the Minister of the power of
making. appointments, and the prescription of staffing principles to
eliminate any possibility that patronage would merely shift to the Com-~-
missioners. The aim was to obtain as Chairman a man of wide experi-
ence in railway management (tentative {nquiries were being made in
England) and to have two other '"clear-headed intelligent practical men
to sit with him". The Commissioners would hold office during good
behaviour, and they would be protected to the extent that while they
could be suspended by the Governor -in-Council such suspension would
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be subject to review by Parliament,

No doubt as a result of its awareness of recent criticisms of
-Irresponsible boards, the Government was at pains to emphasise its
view that the change would not involve loss of power by the legislature..
It believed that Parliament would always have full authority: this would
be preserved by its powers over the removal of the Commissioners (an
assurance of their responsibility to Parlianientl} by the subjection of
all by-laws framed by the Commissioners, concerning fares, freights
and numerous other matters prescribed by the Act, to the consent of.
the Governor-in-Council (who would as always be responsible to Par-
liament for action taken); by annual audit by the Audit Commissioners
(themselves "Officers of Parliament"); by regular reporting of the
Commissioners themselves; and not least by the retention of the power
to authorise expenditure ("Parliament each year will have before it the
affairs of the Railway Department as it does now"). Indeed Gillies _
asserted that Parliament's supervision would henceforth actually be
more effective, since under the existing system any question of cen~
suring a Minister for maladministration could not easily be separated
from the question of turning out the whole ‘government., Parliament,
therefore, often took the easy course, letting things lie. With rallways
removed from such political complications, Parliament could now de-
termine relevant issues on their merits alone.

If the Government was drawing on any model at all, it would
seem to have been the Audit Commissioners, who were.already pro-
tected from capricious political interference by special legislation and .
regarded as Officers of Parliament rather than servants of the govern-
ment of the day. 17 But later contributions to the debate, when the .
Audit Commissioners were being held up as a precedent for the suspen-
sion and removal clauses, emphasised the very marked functional
difference between the two - the Audit function was described as the
"really only mechanical" business of checking accounts, whereas the -
Railways Commissioners would be business men performing "admini-
strative and executive acts", 18 . Gillies' idea, also propounded by.
Premier Service, that the Commissioners would be responsible bore
-some resemblance to Sir Henry Taylor's defence of English boards,
but Taylor was a minor contributor to the theory of government
administration in Britain and quickly overruled. 19

i The press came out in full support of the measure, and one of
Gillies' few critice claimed that he had cunningly given his speech on
the originating motion rather than the second-reading since he antiei-
pated the press would have the country committed even before the Bill
was circulated to members, 20 In fact on the Government side the
second reading one week later was a mere formality, and debate began
immediately on the merits of the scheme. '

Agaln, the question which received greatest attention was thef
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abolition of patronage. Supporting the Bill, ex-Railway Minister Patter- -
son claimed that: '

"to manage the patronage of the Railway department is
quite too harassing. A Minister of Railways must look
under his bed each night to see if an applicant for a place
J.S not concealed there.'

Ex—-Minister Woods was also pleased that the railways would no longer
be "a kind of out-door relief establishment for those who cannot obtain
work anywhere else'". Some indication of the extent of this patronage
can be gauged from the following experiences, typical of those related
by various members during the debate: one member, just elected,
had already had eighty applications for government jobs; a second

- claimed he receilved thirty or forty letters a day from applicants for
employment; a third stated that such applieatigns constituted 75% of
each member's correspondence and that half the total time of members
was used up through being called on to interfere in every petty detail of
the working of the lines; and Professor Pearsorn deseribed as one of |
many the case of a senior official, not a constituent of his, who brought
a letter of introduction from a constituent simply because he believed
it might be useful in an emergency to know a member of Parliament.
Others stressed the adverse effects of the resulting over-cramming of
the Department, and the "periodical slaughters" on political grounds;
but still others considered that perhaps the patronage power had been
over-empha31sed for although they had recommended "dozens upon
dozens" or "hundreds" for railway positions, they were sure only
three-or four, or not more than a dozen, got appointments or promot-~
ions as-a result of their intervention! There was one strong critic who
argued that it was wrong to rob members of their influence in the com-~

‘munity,” and that the trouble was that they were scared to say "no" to
an improper application - he agserted that members supporting the Bill
would thereby acknowledge their own unfitness. However, he waswell
answered when it was pointed out that British Governments were glory—
ing in the achievement of abolishing patronage, and thus freeing mem-
bers to concentrate on more important public business.

e B SR S TR
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It may well have been that the effects of patronage were
exaggerated, and the Influence of average politicians overrated, not
least by those who pestered them for employment; but clearly they
were haragsed by numerous applications, and they had to so some-
thing about them to retain electoral favour. Even if few appointments
resulted, the practice obviously wasted both thelr own time and that
of the Department.

The patronage issue closely linked the Railways Management
Bill with general public service reform, and the Victorian Public
Service Act which followed the railways legislation in 1883 established
the first non-political Public Service Board in Australia. If patronage
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—iter- 1 i had not been an issue, it ig fairly certain that many who voted for-the-.

B b 1883 Railway Management Bill would not have been prepared to -support

is it - but then the Bill itself would probably have taken a different form,

a T3 or it might never have been introduced. All this. suggests an Interesting
ace s but rather pointless speculation as to what course events would have '

i taken if the question of public service reform had been tackled on a.

— general basis before these problems came 1o &head in the Rallways
rer Department, _ . T S

::‘:n _ .Since the Victorian Railways not only pidneered the public cor-

: "e d poration as a device for managing public. enterprises in Australia, but -

‘d? also began (even at the time the other departments were being integrated
: into a uniform ''Public Service") the "mushroom growth of (agencies)

F'LN 'independent' of the central public service authority", 23 it {s interest-

‘—of ing to note that some members, Including Professor Hearn in the Legls~

bers lative Council, did ask why the railways could not be brought under the

,:ﬂ of Public Service Act. One Minister replied that the Government did not

- think it desirable that railway employees should be placed outside the

‘ought] control of the Commissioners, and ancther added that the matter had -

been "thrashed out" in Cabinet and the suggested inclusion found imprac~
“ticable; : :

"The Railway department differs so entirely - in so many
points - from other departments of the public service that,
much as we would like the whole public service dealf with .

on In one Bill, the arrangement would be found complete‘lj;‘ '
E o unworkable. ' ' ' o
: ot~ _ "."1‘ \s_ In the course of the debate a few members pointed out that pat-.
ic who By
o - gii ronage in appolintments was not the only area of political intervention.
; :to E In railway management., Other matters referred to as having been the
= Bl £ subject of deputations and political pressure were the "patronage to
well §: whole constituencies' offered in the Construction Bills of 1880 and 1882,
s f.bry- ’ the question of passenger fares and freight concessions, the issue of
o ~ -f{ excursion tickets, and station accommodation. However, these re-

‘ a_q ceived relatively minor attention compared with the staffing question. .
ot 3 The few opponents of the Bill were caustic about the Berry
aot g group's "celebrated somersault" regarding irresponsible boards, The
- ;5,}{_ -answer was that the Liberals gave first priority to the abolition of pat-
- . '3 ronage, and that, in the absence of a reformed c¢civil service to.show .
:;nt g 3&1 the way, they could not see any alternative method of achieving this ...
at i i .object; moreover, one of Berry's main objections was removed by the
B N > - fact that he now had a hand in the selection of the Commissioners., The
| * E ; critics also asked how Parliament could possibly retain control, as
ent R | suggested by Gillies, after glving such wide powers to the-Commigsion-
; i 1, ©.ers ~ It seemed no longer possible to say where responsibility rested,
Lshed a . -whether with the Commissioners or the Minister, and for what. There

: . were also susplcions that undercover ministerial influence would re~. -

main, particularly through the appointment of the Commissioners by
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it o the Governor-in~Council. Although such views were expressed by a-

: small minority only, and were often dictated by personal animosities,
il ! later developments showed them to be discerning, for they did highlight
the difficulty in defining the respective spheres of corporation and
Minister which has since complicated the operations of the Vietorian
Railways and many other corporate public enterprises.

‘Most members in 1883 argued (rather naively, following Gillies)
that although they would not agree to handing the Commissioners a
blank cheque, there were sufficient safeguards for ultimate public con-
trol in the powers retained by Parliament. Berry explained that the
aim was to keep ultimate supervision with Parliament, but to leave the
Commissioners with sufficient independence from close ministerial con-
trol to enable them to '"fulfil the functions of their office undeterred by
any passing feeling of annoyance or objection which might be entertained
in the Assembly or by the Ministry." There was also an assumption by
many who voted for the Bill that the House would retain general respon-
sibility for "policy", but a suggestion that a clause be included dividing
administration and policy between the Commissioners and Parliament
respectively did not draw much support. The term "policy" was used
todescribe then contentious matters such as Sunday observance or the
protection of local indusiries, and in fact some specific controls in
these areas were added during the committee stages. It is worth noting
that the Victorian Railways Act of toeday, by retalning many such con-
irols, still reflects the nineteenth century thinking on what corstituted
issues of policy. The deliberate cholce made by the legislators of 1883
in favour of reserving political power in a few narrowly-defined matters,
rather than attempting a general clarification of political and managerial
spheres, had a lot to do with the crisis which was to develop within a
decade in the Victorian Railways, and it hag influenced Australian cor-
porate legislation to this day.
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' The handling of these clauses revealed much inconsistency and
parochialism. Those included in the original draft of the Bill appear
merely to have repeated provisions of the Board of Land and Works
legislation. One,to the effect that the Governor-in-Council might direct
the Commissioners to dispose of surplus land, drew only an occasional
, objection as an unnédessary restriction on the Commissioners! powers; g
| ' another requiring Governor-in~Council consent to the leasing of refresh-— g
ment rooms, shops, advertising and similar rights, was deleted in
committee because it might allow some sort of continued patronage. On
the other hand, the Government was persuaded by the pressure of mem-
bers and In one case a deputation of local manufacturers to accept
amendments requiring Governor-in-Council direction on the form in
‘ ) which railway estimates were to be presented; providing for ministerial
el ; oversight of the ordering of supplies; and preventing on decentralisation,

: protection and sabbatarian motives respectively the closing of country
workshops, the letting of contracts outside Victoria, and alterations in
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Sunday train services, without Governor-in-Council approval, William
Shiels, later to become a leading opponent of the autonomy of the Com-~
missioners, complained that such amendments were "whittling into the

principles of the Bill", and censured the Government for glving way on
these points.

. But the Coalition Government appea;ggl.gedica'.ted,_to the spirit of
compromise, and moreover Gillies argued that the reservations would
be to the advantage of the Commissioners. They would safeguard them
from having to decide contentious policy issues on which public opinion
could so easily be roused. There was much parochial argument on’
these questions: the decentralist who proposed the workshops closure
reservation bitterly opposed the external contracts reservation as a
"little sop" to extreme protectionists which would "trammel" the
Commissioners! However, a Government gsupportier argued that such
reservations were constitutionally correct: without them the Commis-
sioners would have complete conirol, but with them the Government at
once assumed full responsibility to Parliament for.policy matters. 24

Thus the idea that in relation to public corporations governments
were o be responsible for,(and, therefore, questionable on) only those
aspects over which political controls were specifically provided by
statute contributed to the founding of this ploneer corporation. However,

it was very soon to be forgotten in Victoria, and has been so blurred in

subsequent Australian experience as to be almost unrecognisable.

The original Bill drew a distinction in terms of political control
between management and construction functions. Subject to the reser-
vations discussed in the preceding paragraphs the Commissioners had
full control over the former. But although they were to be the construct-
ing authority, all new lines had to be approved by Parliament itself,
During the course of the debate those members who feared the results 77
of patronage in this field also argued that Parliament should at least
make sure it had expert advice on proposed extensions before making
decisions, and a consequent amendment required the Commissioners to
furnish the Minister before the second-reading of each Construction Bill
with estimates of the costs of construction and of the likely traffic and
financial returns of each line. 29 '

Only a few commented on the changed position of the Minister:
they observed that the duties'"would not occupy him five minutes in a
month", and that ''Like Othello, his occupation will be gone ... If he
1s to be only a medium between the commissioners and Parllament,
his office might as well be amalgamated with that of another Minister,"
As the Act appeared to retain him while relieving him of virtually all
power, his position would be "an exceedingly anomalous one', Unfor-
tunately these fears received less attention than they deserved ~ it was
accepted that a specially designated '""Minister of Railways' was still
needed ''to be the representative of the corporate body, .so that he may
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place before this House whatever statements or explanations are requisite,"
In fact, the rallway portfolic was in later years often to remain the sole
responsibility of a Minister. Although some Australian States still follow
this example and have Ministers with no departmental responsibilities
whose portfolios relate only to public corporations, the Commonweslth
Government (as with overseas administrations Such as the United Kingdom)
has adopted a clearer differentiation. There is; for example, no separate
portfolio for the National Bank or Airline, what political supervision there
is over these corporations being exercised by a Minister whose primary
task is the direct tontrol of an orthodox central government department.

While public corporations are widely recognised today as constitu-
ting a separate species of public authority, the Victorian Railways legis~
- lators did not realise the full extent of the administrative revolution they
"'3‘ . were pioneering, and they continued to regard the undertaking as a depart-
i ment., Their Act (and most of the other Australian Railway Acts based on
1t) referred to the Commissioners as being placed in charge of the Rail-
.~ ways Department, implying that the department was not superseded but
;| merely placed under changed management. 26 The continued existence
of a pelitical office concerned especially with rallway affairs, despite the
drastic reduction in its statutory powers, brought about a situation hardly -
. reconcilable with the constitutional concept of ministerial responsibility, 27,
.- and resulted inevitably in some overlapping of authority and some encroach-~
g ment on the Commissioners' powers. This position no doubt also contri=
by buted to personal difficulties which were before long to arise between -
. E';Minister and Commissioners, and it encouraged other members of Par-
' llament to continue to regard the railways as a legitimate field for play=-
ing the game of politics.

The constitution.of the Commission and the tenure of its members
;also recelved some consideration during the debates, The stress placed
y the Government on the superior status of the Chairman drew two re-
ctions: first, opposition to the idea of an "imported ornamental gentle~
12n" on the ground that the colony had had unfortunate experience with
uch people before and that there were capable men available locally;
and-secondly, a questioning of the need for the other Commissioners
ince they would be likely to be little more than rubber stamps. The
overnment's reply was that local railway men could not possibly have
he required breadth of experience; but that three minds were better
than one in making decisions. Indeed, Pearson argued that a three~
ember board was preferable so that acts against powerful interests
swho could retaliate could not be traced to a single individual., 28 How-
ver, the expectation of the pre-eminence of the imported Chairman
esulted in an addition to the Bill to the effect that where disputes be~
tween the Chairman and the other Commissioners occurred, the Chair-
man would decide the issue and would then report his reasons for differ-
;ing from his colleagues to the Minister for presentation to Parliament -
1it was held that this was necessary to ensure finality, but that the need

TS
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to report would make even a more experienced Chairman weigh.his
B reasons very carefully before overruling his colleagues. The amend-

| ment was carried despite Shiels' objection that it would create "an
omnipotent railway czar and two dumb commissioners". In fact, the
1 relationship between Chairman and Commissioners was to prove a most
r contentious issue in the New South Wales Rallways, 29 although it has
- rarely if ever been necessary to invoke the provision in Victoria,

i : The Government announced its intention of offering a salary of
A ' £3,000 to the Chairman 30 and £1,500 to each of the other Commis-
. sloners, but there were also objections that £3, 000 was a paliry sum
L compared with salaries offered by private companies in England and
3 : the United States, and that it would be better to do away with the assa-
clates so that double the money could be paid for the vital post. :All three -

positions were to be full-time ones. The original intention wag that the
.appointments ghould be for life, but in response to parliamentary feeling
- “that the Act.was an experimental measure, an amendment providing for
!f:' : seven year appointments was accepted. A suggestion for a staggered re-
j ~ tiring system to provide continuity of policy and to prevent. stacking on .
-political grounds at any one time was not then taken up. Another addition
to the Bill-in commitiee included a clause prohibiting a Commigsioner--
from having a pecuniary interest in contracts entered into .by the under-
taking: the Government's reason for not including this originslly was: -
simply-that it did not believe anyone in so distinguished a position would
take such'an advantage! . S CEeoi eyl e

- " Second only to the patronage question in the amount of -
attention given it, wags the method of suspension and removal of Com~ ' E
missioners, However, the discussion is largely irrelevant to'this study, g
because its motivation was suspicion and jealousy about the respective IR
roles of the two Houses in the matter of parliamentary review.'The . =
method ultimately adopted was simdlar to that already applied:in'the case
of the Audit Commissioners. If Parliament was in session the Commis~

WI- sioners could -only be removed on an address praying for their removal

] by both Houses In one session or the Legislative Assembly -alone in two

_ ‘consecutive sessions. If Parliament was not In seasion, -the Governor=~ ‘

liﬂ[' : ‘in-Council could suspend for {nability or misbehaviour, 'and then'laya =

i full statement before both Houses within seven sitting days, ‘after which’ ] ]

: the suspension was to be confirmed unless either House during:that - =i S

?{E]' : session presented an address praying for restoration.Thig'judiefalr-i! - . j

" type protection from arbitrary government dismissal has survivedto the - - - b
present day in most Ausiralian railway corporations, but'it is one feature - “
which has not been widely extended to other corporations. « This.fio doubt - )

reflects.the decreasing relative importance of individual Commissioners ;

which has accompanied the proliferation of public corporations,#t i v Cy

LS (R

_There were some. suggestions for an altefﬁ,afiﬁré form of ;c_gntrgi— ST
These are of interest in view of later experimentation in the ;fg;j;;p of ™
management between 1881 and 1903, They includec_l a single’commissioner
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assisted by a functional advisory board consisting of branch heads of the
Railway Service; a railway trust similar to the existing harbour trusts,
or preferably regional trusts each operating a sector of the national
system; a board of directors more in keeping with a private company,
_with either a separate general manager or a managing chairman; or a

.. .commissioner and two purely functional assistani commissioners on the
analogy that Parliament already represented theboard of directors of a
" private company, with cabinet as the executive committee of the board
and the electors as shareholders - there was on this reckoning no need
for another board. Indeed the only significant attempt to draw analogies
s, with existing organisations concerned the private railway companies, not
other public bodies. This was of course almost inevitable, for it was
the Victorian legislators themselves who were inventing a new kind of
organisation ~ there were no ready models in existing public adminis-
tration.

There was throughout much confusion about the location of the
equivalent of the general manager of private enterprise. Many mem-
bers thought there should be a separate senior officer of this designation,
dealing with detailed administration and only referring important matters
to the Commissioners. But the Government intended only to have branch

manager question was to be raised again in the Victorian Railways experi-
ments - by the 1890's it was becoming clear this was the role the Commis-
sioners themselves were to play. Until the 1920's Australian public cor-
porations were to be based either on a board pattern alone or a general
manager pattern alone (depending on the interpretation of the private
enterprise analogy made by each particular government involved), but

not on a combination of the two. .Among the earliest combinations were
the 1924 addition of a Board of Directors to the existing Governor-type
“management of the Commonwealth Bank, and the 1931 creation of the
Australian Broadeasting Commission with part-time Board and full-time
Manager, which followed the model of the British Broadcasting Corpora-
tion created a few years earlier.

Only a few doubts were expressed about the financial arrange-
ments. While it was hoped the railways would henceforward be worked
on commercial principles, it was also expected that in their develop-
mental activities (e.g. new lines) their indirect benefit to the community
would be taken into account. There was only very isolated opposition
to continued Treasury control of finance, on the ground that this would
prevent adequate maintenance and replacement arrangements. 31 This
was, however, a very discerning objection; the general assumption
that the existing financial arrangements were compatible with the inten-
ded degree of managerial independence was not only a remarkable error
of reasoning but was also to have probably the most far-reaching ill-
effects of all the provisions of the 1883 Act.

The Legislative Council was overwhelmingly in favour of a very

heads severally responsible to the board of Commissioners. The general '
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large ‘degree of independence for the Commissioners. Many members
criticised the limiting of their tenure to seven years (one clalmed that "
on this basis the Chairman would need 18 months to get colonial experi-
ence, would then give 3% years good service, and spend the remaining
two years with a political bias to secure reappointment), and the various
"paltry" or Mtrifling" specific restrictions on the Commissioners powers.
It raised a few other objections, and, after some inter-House squabbling,
a compromise was reached by which the Assembly accepted certain
minor amendments and the Council desisted in its attempt to delete the -
restriction on the Commissioners' power to close workshops - because,
, although "absurd", ‘the provision was of comparatively little impo_:t‘ta.nce'.g2
i ' : . : : e

Professor Sawer has emphasised the legal motivation in setting
up early corporate public bodies, i.e. the granting of a legal personality
separate from the Crown. 33 Freed from the reBtyictions imposed by

= the nineteenth century concept of Crown immunity, the enterprise could,
thereafter; sue and be sued according to the normal processes of law.
The debateson Victorian Railways management from 1883 onwards, how -
ever, made no reference to this question. The idea of the public "body
corporate' was already familiar and accepted (e.g. in the Board of Land
and Works and some of the colonial Education Boards), ‘and it was the
functional and organisational, not legal, aspects with which the railways
legislators were concerned. .In any case, offended parties‘jgvere already
suing the Victorian Railways Department before 1883, e.g. in accident
compensation claims and land purchase disputes. Their right to do this
was presumably derived from the formal association of the Department
with the separately incorporated Board of Land and Works. '

As the Victorian Railways Commissioners Act of 1883, 3¢ the .
legislation came into force on 1st February, 1884, The first Chairman
was Richard Speight, formerly Assistant Manager of the English Midland
Railway Company. His colleagues were Alfred J. Agg and R.. Ford, who
had previously served Victoria as Commissioner of Audit and Secretary
of the Melbourne Harbour Trust respectively. Agg dled within a few
years and was replaced‘ by W.H. Greene, senior railway engineer.’

, Following the widespreéd public. interest inthe ra.kﬂ\#ajrsi' managen~
ment question, these Commissioners began thetir administration in an.
atmosphere of glamour and great public expectation. ‘At first they

,—’-i appeared to fulfil all expectations; after only two years, the raillways, -
il g which had been showing repeated deficits, returned a profit, 35 This -

[ e apparent success caused other Australasian colonies to follow the .. .
For Victorian experiment. However, there had been other factors contribu—

m— ting to the improved financial position apart from the Commissioners'

N administration.” Within seven years this was as widely discredited as

it was eulogised at the beginning, and there followed a decade and a half

i of further experimentation in an attempt to .adjust the commissioner- aieoeT
‘ system to meet more adequately the requirements of operating a public AR
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enterprise in a gsystem of democratic government. This process has
left its mark on numerous other Australian public corporations. -

It is necessary first to examine the reasons for the reaction ‘
against the 1883 organisation, which in law at least possessed a la.rge
measure of autonomy. _ . !

g ™

Operations 1883 -~ 1\5.91

The Commissioners appointed under the 1883 Act quickly initiated
certain reorganisations of the Railway Service, substituted a relatively
well-disciplined and effective staff for the earlier disorganised one, and
took action to improve the condition of rolling stock and to install safety
equipment such as interlocking points and signals. In their Annual Reports

 they drew attention to:the need for a staff superannuation scheme, for a

reserve fund to meet replacement costs and other emergencies, and for a
statutory limitation on the extent of liability for damages following rallway
accldents (a matter which had previously been subject to grave abuse).
They also adopted what appeared to be a realistic fares and freights
policy, resulting in certain reductions which materially benefitted various
sections of the community. Notwithstanding this, after only two years =
under the new management, what had been a long series of deficits was
converted Into a profit. The early indications were that the new system
would llve up to expectations, and that the Commissioners were alert to
the problems of rajlway management and capable of coping with them
wisely and beneficially.

There were always a few critics, among them Thomas Bent, the
last of the political "managers", who seemed to regard credit to the
Commissioners as discredit to himself, In the later 1880's Speight was .
granted leave to return to England for a few months, and was also asked - -
to make an official visit to the United States, with a view to examining
railway developments overseas. The Government (Gillies was now
Premier as well as Minister for Railways) also proposed to increase his
salary to £4, 000 up to the end of the current appointment, and £5,000
thereafter, since it considered he had performed his duties ""remarkably
well” - it claimed it had the most serious responsibility of ensuring that
Victoria did not lose Speight's services, as he would probably receive
attractive offers overseas. Although this proposal was not approved, it
had the effect of bringing about a full examination of Speight's adminis-
tration, which was by now falling back into the pattern of deficit results.
When Speight returned to the colony and announced that the Victorian
Railways compared more than favourably with systems in other parts of
the world and that he saw no need for further improvements, the tide had
really turned. He was accused of complacency and self -gatisfaction, and-
in particular The Age and its political henchmen commenced a campaign
of agitation against his regime. 36 :

The main issues involved in the growing criticism were finance,
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construction policy, and the fact that political influence was still being
brought to bear successfully on the railway system. The following facts
influenced the finanecial situation. First, Parliament had, independently
of the Commissioners, assisted the initial improvement by redeeming
debentures carrying interest at 6% in favour of 4% debentures, thus sub-
stantially reducing the annual interest bill, and also by advancing money
o the Commissioners for rolling stock renewals - Shiels agserted in
1891 that savings attributable to parliamentary action since the Commis~
sioners took office amounted to £1, 250, 000, 37 Secondly, the Commis-

sioners themselves made substantial reductions in rates, announcing in
their Annual Reports that their policy was to raise Just sufficient revenue
{to.cover working expenses and Interest charges. It was unfortunate, - how ~
ever, that their calculations were based on the great boom years of the
mid-1880k. Thirdly, while declining prosperity after these peak years
would inevitably have decreased receipts, it was ifie unforeseen payout
.of £125, 000 in compensation as a result of the Windsor aceident of 1887
which caused the first return to deficit financing. While the Commis'-
sioners were not, therefore, justified in claiming sole credit for the .
surpluses, they were also in some measure victims of circumstances

in the deficits that followed. There were, moreover, still political -
considerations complicating the picture, as will..be discussed shortly.
The final balances for the last six years before the appointment of the
Commissioners, and the first six years after, were as follows:

Cay

Béfore Commissioners! Appointment f S

Year k © Deffelt ' Surplus

1878 CEl4,241 . e

1879 £166, 223 o - |

1880 £118, 187 - T T CONRTI e R

1881 . o £ 84,181 _ e T RTTE

1882 _ £200,161. . ... - Ce] §

1883 . £235,611 . . y

Affer Commiséioners' Aépointrﬁe:it ;'-."

Year . . Deticlt  Surplus o, ;-

1884=5 ~ .o . £ 39,579 SRR A U P
. .1885—6 S e . - - - £61;483 ‘;:,-_-,._—r..l-;_ .

18867 - £a0,057 0 W
18878 £ 53,681 e o
1888~9 - " £34,060 i
1889~90 £221, 482 O g

‘However, it was also alleged against Speight and his colleagu
order to show a profit they had neglected maintenance and cha_rged to
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capital certain items which should have been defrayed out of current re-
venue. 38 The Windsor and other accidents, moreover, gave other
grounds for criticism - opponents argued that they had thus failed in

another of the important expectations involved in their appointment, the
elimination of accidents. :

The Sérvice Government in 1884 'intmdgoed a Raﬂway Construc-
tion Bill embodying many of the lines contained in the Bill prepared by
Bent, 'which had lapsed after extensive debate with O'Loghlen's unexpected

-idissolution. Under a clause of the 1883 Act inserted by a private member

In committee, the Commissioners were required to report on proposed -
new lines, and they presented a paper recommending 47 on the grounds
that they would benefit the districts to be served and that they would feed

t*the main trunk lines and, therefore, increase the revenue on the latter.

The Commissioners stated that although required by law they were unable
to furnish estimates of Iikely traffic, claiming that experience had shown
that the traffic of a district when it was without railway communication
was no guide to the traffic which had iImmediately.developed upon the pro-
vision of means for its transit. - -

However, Parliament had kept construction decisions in its own
hands, and as so many constituencies were to benefit members were
little concerned with economic prospects of the new lines. The log= - -~
rollers added a further 15 lines which were accepted without report from
the Commisgsioners, and the 1884 Construction Act {No. 821) therefore,
authorised 62 lines totalling 1, 200 miles. Yet when the lines were built
and many proved uneconomic, the Commissioners were made gcapegoais
and thelr neglect to furnish comprehensive reports bitterly attacked.
Similar circumstances surrounded a further "octopus" bill introduced
by the Gillies Ministry in 1890, providing, with others approved but not’
yet constructed, for a total of about £ 14, 000, 000 worth of new lines. To ~ ..
these the back~benchers proposed to add an extra 2, 950 miles estimated
to cost an additional £26, 000, 000, and both as an attempt to restore
sanity amid this orgy of extravagance, and as a virtual censure of the
Commisgsioners, a Parliamentary Standing Committee on Rallways was
created to examine and report on all new lines. Bent, who was coming

to be acknowledged as something of a railway expert, was appointed
Chairman. 8

The Commissioners were attacked not only for their neglect to
furnish the detailed traffic estimates required by the Act. Thelr
estimating of construction costs and their methods of construction also
came under fire. The estimates submitted to Parliament for new lines
were often too low; but with the lines approved the Commissioners
went ahead authorising contracts in excess of the estimates. As a
glaring example it was alleged that the estimate for the Healesville
line was £ 44, 000, whereas the final cost amounted to over three times
that sum. ‘Because of the land boom, however, land prices were
subject to great fluctuations, and these contributed to estimating

-
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difficulties, Vietoria had not yet tried the betterment principle whereby
owners of adjoining land financed construction costs: T.A. Coghlan
suggested that this was due to an awareness of the near-riots caused by
Tasmanian attempts to make adjoining landowners contribute to railway
costs, 49 In all this it must be remembered that estimating at that
time could be little more than guess-work: costing, quantity surveying
and so on are modern techniques which were then virtually unknown,

On methods the Commissioners followed Higinbotham. 'I‘hey |

favoured a substantial mode of construction and durable materials, which,

although involving extra immediate cost, were of greater permanency

and permitted the running of heavier and faster trains. However, in the
re- emerging deficit situation it was not surprising that these practices
drew charges of extravagance, renewed criticisms of irresponsible public

agencies, and further political pressure to have cheap lines built, The

Standing Committee on Rallways almost immedlately clashed with the

W

. Commissioners on these issues, and recommended the complete separa-

tion of construction and management, leaving the Commissioners no part

" whatever in the former, as was the case in New South Wales. 41

The verdict of one historian was that the Service-Berry Coalition,
which had fathered the commissioner-system, encouraged a respect for
its independence and that the later deterioration in its position resulted
from the removal of restraints after the pasaing of that Ministry, 42 -
However, the succeeding Gillies-Deakin Coalition was virtually only an
extenslon of that Government, under new leadership following the resig-
nation from Parliament of both Service and Berry, but carrying on the-
old policies. Moreover, Gillies was Minister of Railways in both
Governments. In fact, after some forebearance after the first flush of
satisfaction in "solving" the railway problem, iParliament quickly fell
back into its old ways. The Index to the recorded Debates of the period
is a rough measure of this, and the following table has been designed to
show the extent to which Parliament was concerning :ltaelf by 1886 with
the details of rallway management: 7 ‘ i

yg
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~ A numerical summary of matters raised by members,
f in the form of question,; motion, or demand for
information, indexed under the heading "Railways"

E‘ (i.e. excludes similar exchang'es under sepa'rate

' index listing for New Lines, Railway Loans, and
_ the Special Rolling Stock}Ag;v:s.nce,"etg )
. i YEAR 1886

| Subject . , . No. of times raised

h 1 Stations and sites _ . o , - Overld -

Treatment of particular officers
* Issue of free passes S .
g Freight rates and conditions . o '..

prStaff conditions (wage rates, sick pay, etc) SR
Workshops and conditions therein

Returns of appointments and employees -
" Tenders for trucks and carriages
Treatment of apecial classes of employees
Suburban operations '
Traffic in special com.modities
Holiday fares and traffic .
: Manufacture of buffers . L
Return tickets o
Refrigerating cars and rooms
Filling of vacant commissionersmp
Hours of labour
. Railway employees' associations
Sidings .
Train schedules on country lines o
Level crossings e '—
Intermediate stops ‘ S o
Local works and sheds : . o
Overcrowding .
‘Railway bridges
Lighting of carriages
Erection of goods stores
Annual report
Work for employees' wives
Returns of tickets issued
Land dealings
Female employees
Accidents
efreshment rooms
Platforms

Chl
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Some other subjects added in 1887-8:

Balancing of engine wheels © Travelling expenses of senior officers
Damage to rails : © Employment of boys
Fires caused by locomotives .  Advertising in carriages
Fines imposed on staff Accident insurance
Height of applicants for . Inventions of employees
employment '
and so on.

Whlle members of Parliament may have been saved from place
hunters, it is clear that they used the time gained to poke their noses into
almost every other aspect of the routine running of the railways, not ex~
cluding the engaging of casual labour and the treativent of officers after

2their initial appointments. 43 The Minister's attitude was frequently to

reply that while the Commissioners wanted to make the railways pay they
were sufficiently reasonable to listen to any representations made to them,
and he often promised to pass on requests made in Parliament. Tt is not
hard to imagine the time wasted on such matters," despite the trivial
nature of most of them. The spirit of the 1883 Act was clearly that poli-
ticians should only interest themselves in those few specific matters re-
served for ministerial, cabinet or parliamentary consent. ‘But members
attempted to the best of their abiliiy to extract every ounce of answera-
bility from the Commissioners. The Act was intended to draw a division
between legitimate and illegitimate spheres of political‘intereet but its
spirit was not observed.

One subject of legitimate political interest, in terms of the 1883
Act, was Sunday traffic, which the "Hansard" indexers treated.as a *
8eparate subject. The Commissioners received many deputations point-
ing out that suburbs which had Sunday trains before the passing of the

. Act continued to be served, while those comnnected subsequently to the

railway system were deprived of this service. The Commissioners
made suitable recommendations to the Government, but consent. was
refused for fear of a public outery. The Legislative Council then forced
the issue by including a clause ordering the Co:rnmissmners to run . .
Sunday trains and to make by~laws accordingly in a Reulway Construction
Bill. Although the Assembly deleted this as being out.of place, it com~

promised by passing a resolution to the effect that all districts should be -

provided with Sunday trains if the traffic warranted.44 " (As Iate .as the
1920‘s, however, this reservation of power to the Government was -

PR

seriously embarrassing the Commissioners in their efforts to compete o

with growing road traffic). et

Of vital importance was the fares and fre1ghts question Just

gt

I Y

before the Commissioners took up their duties, the Royal Commissmn o "

on Tariffs, under the Chairmanship of James Mirams, a politician who
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had much to say on rallway issues, recommended a general reduction to
% - assist colonial industries; and later when the Commissioners were
being charged with acting unwisely in granting reductions, many mem-
bers conceded that they had organised pressure 'campalgns against-
7 - them and taken part in many deputations to them. The reaction of
v press and public had been to demand reductions as soon as a profit re-
- * gult was announced, with no thought of the "deerabﬂity of putting aside
reserves for maintenance, renewals and lean years. Even Shiels, when
he became Minister of Railways, conceded in censuring the Commissioners
that he as well as other Ministers of the Munro Government had exerted
pressure on them to get decreases; he regretted the blunder, and admit-
ted at first that politicians had to share the blame for the deficits. But
as the bitterness increased he and many other politicians who had acted
thus excused themselves with the specious argument that the primary
reason for the appointment of Commissioners was to resist political
pressure and that because the Commissioners hadn't succeeded in this
they had failed in their duty to the community. There were only a few
left by 1891 who were prepared to point out how unfair it was to censure
them for not checking the politiciansg in their own ''reckless career' . 45

In another such case Parliament ordered the Commigsioners by
resolution to pay increased wages to certain of their employees. The.
whole system had very insidious effects: when Speight made a stand
against.a deputation seeking the running of an additional train to Haw-

~ thorn, the thwarted member involved made a personal attack against

him and thereafter added his weight to the growing campaign agalnst the .
Commissioners' administration. There.were ludicrous accounts of men
queueing up outside Speight's door, many of them politicians, insisting

on seeing him on all sorts of trivial matters, even the loss of an umbrella.
" The Commissioners begcame a political buffer between the Government

and the public, for it was recognised that the Minister no longer had much ~
authority; their time was taken up with ""political work" to the detriment
of their managerial functions. In Professor Shann's words, "log-rolling...
only shifted from the lobbies of Parliament House to the corridors of the
Commissioners' Office at the opposite end of the city".46 :

Speight's personal relations with Gillies were cordial, and the .
two became close friends. Gillies was always his strong advocate,
claiming that he had performed his duties as well as he had been allowed,
and that both the Service and his own Ministries had had "hosts of com~
munications' with the Commissioners and that no difficulties had ar{sen.
(Alfred Deakin, Gillies' Liberal partner, was alleged to have admitted
that some differences of opinion had arisen towards the end, when the
gravity of the approaching depression began to be realised - even this
suggestion could well have had a political bias, however, for Deakin was
Introduced to politics by The Age, and it was this paper which became
. the principal accuser of the Commissioners.) Although he did not cCarry
. Parliament with him, Gillies had shown himself willing to observe the
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spirit of the Act. He closed the ministerial office in the Railway Build-
ing; he fook on new responsibilities, first the Education Department and
later both the Premiership and the Treasury; and he allowed the Com-
missioners to ignore certain time~-consuming statutory requirements of
a minor nature, such as the furnishing of quarterly returns and the keep-
ing of minutes in a form directed by the Governor-in-Council. More~
over, his attitude to parliamentary requests was that while he would pass
them on the Commissioners were free to make their own decisions.
These actions drew many criticisms of laxness, probably causing later
Ministers to resolve not to repeat them: as one observer has written:

"It is much easier (for the Minister) to ¥void Parliamen~
tary derlsion by giving in to popular clamour ... particu-
larly if he can get a name for strength by being weak. " 47

To what extent Gillies influenced the Gommissioners is hard to
determine in view of their friendship, but he always asserted in relation
to the fares reduction question that the Government had accepted the re-
. Sponsibility when it approved the relevant by-laws. -But Parliament
(and The Age), In attacking the Commissioners directly on this issue,
would not accept this interpretation. Gillies even stated on one occasion
that the Government had told the Commissioners to fix rates as low as
they felt justified in doing.48 = He and Speight shared the same fault of
over-confidence about the colony's financial situation - perhaps for this
reason he did not seem much concerned to prevent a continuation of log-
rollmg tactics by other politicians.

.Bent launched a caustic at'tack during the Supply Deba.te in 1888,
clalming that there were more accidents than ever and that political -
. -influence had not been removed. He .asserted that Parliament needed a
shrewd man watching over the Railways with his eyes open to check the
actions of the Commissioners, and that Gillies' superintendence was-
quite superficial. He demanded a Royal Commission to inquire into the
Commissioners' management. There was some amazement at this. out-
burst, for most members had shown profound relief when Bent had left
the old Department. But the tide had turned, and he now had many. ;:
supporters. However, by the time the Railways Standing Committee
was appointed in 1890, the general feeling had probably gone no further
than that it would be better for all concerned if the Commissioners
were relieved of the construction function. Patterson, an early Sup-~
porter of the commissioner-system, believed it had passed the pro-
bationary stage, but that experience proved the need to define more °
satisfactorily where the authority of the Commissioners began and
that of the Minister ended.49

The Gilhes-Dea.km Ministry fmally succumbed toa want-of -
confidence motion at the end of QOctober, 1890, and 1mmed1ate1y the-
Munro Gavernment toock office statements appeared heralding many
changes in the rallway organisation. .After just over a month in office,
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William Shiels, the new Minister, outlined at length the new Government's
ailway policy. 50 It believed that the Commissioners had not adequately
met the requirements of the public, and that reforms were therefore
eeded to make the railways more responsive to public opinion and de~
*mand. It did not want a return to full political control, which carried

5 . with it evils such as the "undue, improper and pernicious influence of
e favourltlsm but it wanted the many grievanee& ¢f the public as expres-

ed in Parliament more prompily attended to. In other words, favouri-~ .
ism appeared to be the chief influence to be avoided. Shiels was impres-
'sed and horrified by the ""anomalous" and "constitutionally ... unique"

.,__position of the Minister: he stated that the Commissioners could "disre-

ard and flout everything I say', and "refuse to consult with me in their
board-room, ... to give me information of any kind, or even allow me
intercourse with officers of the department." He was at pains to take
"from them all credit for the profits shown for a few years, and castigated
rthem for later deficits. He expressed the erroneous view, which was to
colour the whole proceedings, that the '"cardinal principle!' of the 1883

tAct was that the railways should be made self -supporting at the earliest
' possible moment.

Despite his short term in office, Shiels had already informed the
Commisgsioners that Cabinet and Parliament viewed "this state of chronic
defieit ... with the profoundest concern'; he had issued a number of
‘'requestd'to them regarding the allocation of labour and the withholding
"ag far as it is just" of annual salary increases; and he had told the
Chairman that he should economise his time and that the Minister should
receive the deputations and thus act as a ''buffer between him and anything
that wears the appearance of political pressure''. | (When . this

" deputation procedure had been implemented, Shiels found that the 1883

Act virtually made him impotent, and that he had to pass on requests to

Since Speight's term of office had almost expired, and he had reason-
able expectations of reappointment, Shiels also outlined the Govern-
ment's intentions on this. He summarised the new Ministry's views (or
.perhaps more appropriately, those of The Age, whose role will shortly
be congsidered in more detail) of Speight's personal strengths and weak -
nesses, and stated that it had been decided to-offer him reappointment
without the salary increase planned by ' the old Government and subject

to any change in his position wiich the proposed new legislation might
involve.,

The speakers who followed Shiels revealed much confusion about
the purpose of the 1883 Act. Some asserted that if only the true aim of
eliminating political influence could be kept in view there would be no
need for drastic reform; others suggested the provision of penalties
against political pressure in the new legislation. Generally, however,
it was coming to be believed that the only object of the 1883 Act had
been to make the railways pay for themselves, and that, because they
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hadn't, the Commissioners had failed, It was Bent who closed the debate
with much advice to the Minister along the lines that he should not be
"weak-kneed or deficient in backbone", and that he should use his own
judgment and not''surrender the reins'' to the Commissioners. 51

So much for the aim of the 1883 legislators to take the railways
"out. of politics'. X
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FOUR: REASSERTING POLITICAL CONTROL

The Shiele -Commissioners Correspondence

There followed a gseries of memoranda between Shiels and the

' ommissioners during the period November 1890 to July 1891, which

i had the effect of driving the two parties into ‘eXtreme positions and
rendering virtually impossible any rapprochement The personal dif -
ferences thus brought out had an important effect on the Railways
Amendment Bill introduced in Julyl1881, and led, with constant prodding
y The Age, to-the eventual suspension of Speight and his colleagues in
March, 1892.

In particular, the 1891 legislation Introduced certain provismns
~.which have since been widely applied among the larger Australian public

; transport corporatiéns. The introduction of these provisions at this

ime, and even the shape of many of them, owed much to the major con~-

" flict which developed between Syme of The Age and Shiels and his suppor-

. ters in politics on the one hand, and Speight, his colleagues and defenders
including The Argus) on the other. This is worth hoting as an historical
act'in’'the evolution of the public corporation in Australia. But it is point =
esg to speculate on when such provisions would have appeared and ‘whether
helr form may have been different, If Shiels had taken more time to pre-
pare his case and had used more tactful language and tactics in his approach
o the Commissioners, if he had shared some of Gillies! respect for thelr
 legal position, if the Commissioners themselves had shown a greater readi-
~ness to compromise, if The Age had not been under such powerful leader-
" ghip, or even if the depression had not struck just at that time.

- Despite the subsequent refusal of politicians ocutside the Ministiry

; to recognise the spirit of the 1883 Act, that Act did give the Commission="--
ers in legal terms, when they cared to press the point, a very large degree
of autonomy. If an issue had not arisen in 1880-2 in Victoria to underline

¢ the incompatibility of the independent public corporation in a-democratic

{ gystem of government, it wouldhave cccurredthere or somewhere else

- sooner or later. The episode involving the Commonwealth Bank Board and
v the Scullin Government during another depression {that of the early 1930s)
was another expression of this incompatibility, ] .Most subsequent public
corporation legislation in Australia has attempted to overcome this diffi~

- culty by seeking a compromise between the conflicting requirements of

" managerial freedom and public accountability, although from time to time
governments of the right have shown a tendency to dispense with political
controls and revert to the autonomous corporation. The Victorian Rail-
ways were doubly ploneers - they not only pioneered the modern public
corporation itself, but they also ploneered the reaction against too large

a degree of independence in such bodles,

The main items of this correspondence were tabled as a Parlia~
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mentary Paper,2 by order of the Legislative Assembly, while the de-
bates on the 1831 Bill were in progress. The correspondence opened on
a trivial note: a parliamentary order demanding details of the cost of
two boudoir cars used on the Portland Line, .Shiels requested this infor-
mation on 26th November, 18980, issued a number of reminders in quick
time, and on 1st December, 1890 curtly requested an explanation of the
delay. On 25th February, 1891, Shiels addressed a further memoran-
dum to them again calling attention to the delay and difficulty he was
experiencing in obtaining promptly information required either by him-
gelf or by Parliament. He also complained of the objection they had
raised on grounds of discipline to his approaching their subordinates
directly - he did not admit the validity of their objection and commented
that the circuitous method they preferred contributed to the delays. On
this occasion the Commissioners' reply suggested that Shiels gave them
an unreasonably short time to supply informationy:-and pointed out that
Gillies used to get parliamentary questions postponed in more difficult
cases - the numerous parliamentary demands consumed much time and
some of the returns sought required much detailed work to compile.
Shiels' reply of 16th April, 1891 refuted their explanations and commen-~
ted acidly that no good purpose would be served in referring to the
actions of the previous Minister.
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By this time other contentious issues were also appearing in the
correspondence, For example, the Government desired to issue an
Order-in~Council directing the form in which minutes were to be kept,
as required by the 1883 Act but allowed to pass without official action
by Gillies, Shiels had sought the Commissioners' views on this, -and
found cause to complain of delay in this case also., Again, a vacancy
having occurred in the position of Engineer-in-Chief, the Commissioners
proposed to appoint C,G. Darbyshire (who was in the same post 30 years
before, and had now returned to the Rallway Service). The Government
made aware its objection to this appointment (elsewhere it stated its
reason to be that Darbyshire was then over 65 years of age). But with
full legal authority in the matter, the Commissioners went ahead with
the appointment

Tempers became even more frayed on two other questions. The
first concerned the reappointment of the Commissioners, In accord-
ance with the intention outlined in Parliament, Shiels wrote to Speight
on 23rd December, 1890 offering him reappointment under the terms
of the 1883 Act (i.e. 7 years.at £3, 000 p.a.), but subject to any .
change that might be Involved in the forthcoming legislation. Speight
replied three days later that he would accept appointment, but would
not accept any conditions unless these included recognition of his right
to be compensated if he felt unable to carry on under the changed cir-
cumstances. Shiels' rejoinder of 28th December was that he was un-
able to vary his original offer. .At this stage there were some meetings
and oral negotiations, the proceedings of which became the subject of
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i6lent dispute. Shiels believed Speight accepted his conditions and had
an Order-in-Council issued effecting the reappointment. However,

: when he wrote to Spgight on 20th March, 1891, asking the latter to affix
date to the so-called "agreement', Speight replied a day later that

. there was clearly some mistake as he had not changed his position.

: Both reiterated their positions, and then listed their respective versions
f the proceedings for each other's information, Shiels regretted that
he subject of railway reform was to be disturbed by discussions of per-
onal honour and good faith, and Speight then suggested that a continua-
fon of the correspondence could only lead to annoyance and misunder-
tanding and that the matter be left to the judgment of those whom it
might concern.

The other matter of variance concerned proposals fér economiés

in railway operatiorig. Shiels wrote on 26th February, 1891 in reference

‘to a recent meeting between Cabinet and the Commissioners, He com-

mented that the Government wished to obtain a reduction in the large

i deficits, more satisfactory supervision and cheaper construction of lines,

b, and informed the Commissioners of the Government's "opinion that ...

he undermentioned changes should be made without delay' - the changes

esired.included an annual reduction of one million train miles, the re-

tirement of all officers over 65, the suspension of all increments, the

adoption of public service leave and retiring allowance regulations, the

eorganisation of the Traffic Branch, the abolition of certain senior

ositions, and the adoption of an improved system in the Finance Branch.

The Commissioners replied on 16th March with a long statement, "re-

pectfully"” declining "to admit the existence of grounds for the implied

ensure of their past administration". They recalled Shiels' attention

o an understanding already reached that they would withhold increments

: for one year, and dealt in turn with the other matters covered in the
Minister's scarcely-veiled direction., Shiels' reply of 16th April regret-—--

' ted that their ''cordial co-operation' was not forthcoming, repeated his

T view that the railways had been handed over to non-political commis~"

. sioners "with the avowed object of being made to pay', and criticised

. both their "liberal" policy of keeping facilities ahead of traffic require-

o ments and their attempt to excuse the deficits with pleas of indirect
:_benefits to the community ~ this was ""importing into the discussion

t alone ought to deal''. The Commissioners' next memorandum con~
ained much more detalled argument, and they asserted correctly that
making the lines pay was not the only object of their appointment; in
fact, in a later communication, Shiels argued inconsistently in refer-
¢! ence to the impropriety of their succumbing to political influence, that
- this was ""the very thing" they were expected to withstand. The corres-
" pondence became tedious, with a long series of similar accusations by
Shiels and explanations by the Commissioners through to the end of
July, 1891. Some of Shiels' off -the-cuff comments were most impolite,
and he accused the Commissioners of untruthfulness. They made some
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strong protests against the tenor of his remarks, and closed the correg-
pondence, which they pointed out they did not initiate, saying that in his.
last memorandum he had raised no new point and that there was, there-
fore, no need to add anything further to what they had already said.

However, they did get in another word to a wider audience
through the medium of thelr Annual Report for 1880~91. In this they
reviewed their achievements and the criticisms made against them, The
following were typical of their remarks., They had during their adminis-
tration increased the railway mileage by 76%, and other colonies had -
been sufficiently impressed by their results to copy the system. The
excessive construction costs were, they claimed, inevitable, not least
because of the great demand for the services of the few available con-
tractors when Parliament insisted on bullding so many lines simulta~
neously. Moreover, the new lines could not be::gxpected to yiéld
immediate profits, even though they were of great general benefit. The
Commissioners also pointed out that the Service-Berry Government had
approved the much-criticised fare reductions, and suggested that if the
" railways were expected to pay year by year notwithstanding such con-
siderations, then this should be laid down as a legal principle, as was
neither done nor intended in 1883,

The 1891 Legislation

The 1891 Bill was drafted and debated against the background of
these disputes, and also great public interest built up by a related
newspaper war in which The Age took the lead in criticising the Com-~
missioners and The Argus became the main organ of their defence. The
difficulty of achieving in this atmosphere an objective approach to the
question of railway management can well be imagined. Shiels, always
a flowery orator, excelled himself in vindictive phrases, and even
Deakin, also a great orator and one-time protege of The Age, was com=
pelled by conscience to express regret that the Minister had introduced
personalities into the debate, and to assert that in his correspondence
and speeches Shiels had prejudiced an "occasionally excellent case' by
extravagant provocative language and that the Commissioners were
courteous by comparison. 3 . '

Shiels reviewed the history of the Victorian Rallways and par-
ticularly the circumstances of the Commissioners' management. 4 He
had on numerous occasions asked them to economise, but although
some steps were taken Cabinet did not believe any determined attempt

-was being made to reduce the deficits. . The Government had, therefore,
found it necessary to place on record its own views, but he denied that"
this was intended as an ultimatum to the Commissioners. The Govern-
ment appreciated their legal position, "but at the same time it had a re-
sponsibility for the public fi{lances. This was of course the crucial .

point which lay behind the conflict of personalities. The new legislation
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"Is it willing that this powerlessness, this absolute impot-
ence of the Executive of the State should remain for the
future as it has been in the past? .. Are the State's
finances to be jeopardised by irresponsible men? .. Is
the Government of the day ... tojremain unable to do any-
thing to save the State? "

! And was not the Government justified, in view of the inaction of the Com-
.missioners, in placing its views before them?

The object of the new legislation wasg, therefore, to:

"substitute constitutional and responsible government, with
checks and counterpoises ... for a system of administra-
tion practically absolute, wholly irresponsible, and, in the
last resort, wielded by one man."

. The Commissioners were to become traffic managers only, and to be re~-

}2 lieved of the duty of congtruction for the reason that they were opposed to
the cheaper methods the Government intended to follow, and that the

2 work must be taken away from those hostile to i, The Government,

therefore, proposed to return the construction duty to the Board of Land

and Works, which would be reconstructed to make the Minister of Rail-

ways automatically a Vice-President. The Construction Branch would

i be taken from the Railways Commissioners and attached to the Board,

although its staff would continue to be regarded as part of the Railway

' Shiels then outlined the power the Government intended to assume
over the functions remaining with the Commissioners. It had been dis-
mayed at the range of actions involving public funds the Commissioners
could take without reference to the Executive or Parliament; and éven
-'the railway estimates which were intended to be a form of control were
. presented in such scanty detail that they were useless for the purpose
intended. The whole field of railway operations had, therefore, been
surveyed, and the subjects over which the Executive should have some
power were considered to be the following:

1. .Auditing, inspection and keeping of accounts.

2. Prescribing the methods of entering into a.nd sub-
dividmg contracts.

3. Enforcing contracts or penalties incurred.

.4, Erection of new workshops or additions to new work-
shops.

5. To determine whether any proposed sidings shall be _
constructed or not.
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6. Power to diminish the train mileage on any system or
line.

7. Power to increase the rate of fares for the carriage of
passengers, or to create differential rates in the case
of new lines.

8. Power to diminish the suburban radiug (a factor in fare
rate calculation).

8. Power to limit the isgue of free passes.

10. Power to limit the number of stations on new lines; and
to alter the same and add to them. :

~11. Power to limit the number of officers and employees,
and their rates of remuneration;’ also power to discon~
tinue any office, and to govern the retirement of
employees,

12, Enforeing civility and attention to the public.’
13. Establishing railway committees and sub~committees. "

All these items bore a definite relation either to the question of railway
finance or to specific criticisms against the administration of Speight and
his fellow Commissioners, and they were listed specifically in Clause
24 of the draft Bill. '

The procedure for government intervention was also outlined, The
Minister was empowered to ask the Commisgsioners in writing to report on
certain propoesitions the Government had in mind concerning any of these
matters, and within a given time the Commissioners were to furnish a
report saying whether or not they were prepared to give effect to the pro-
position with or without modification, together with their opinion on it. If
they did not agree they were to state their reasons at length.’ Their report,

.in the case of a disagreement, was to be submitted to the Governor-in -

Council with whom would rest the decision on what action was to be taken.

At this stage decisions would be by Order-in-Council published in the
Government Gazette and laid before Parliament, so that the country and
Parliament would know of any intervention by the Executive. Such a :
course would guard against hasty action, and make clear the responsibility ——-
of the Executive for action taken as the result of .such intervention. This
procedure, the Government believed, would be in complete harmony with

the principles of responsible government. The Government was seeking

a power of decrease to keep down expenditure, not Increase, and it could

not therefore breed patronage. However, as will be seen, the clause

was altered ih important respects before it became law.

-Apart from this power of intervention, other specific restrictions
on the freedom of the Commissioners were enacted in Separate clauses,
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For example, in order to prevent a recurrence of the Darbyshire incident,
the Commissioners would not be able to appoint or promote any person to
an office the salary of which exceeded £500 p.a. without the Minister's
approval, and in reviewing any such proposals by the Commissioners, the
Government would be entitled to say that the position should be filled but
that it does not approve of the nominee, in which case the Commission-
ers would be requested to make a further nohindtion. 5 ‘“The fear of ex-
travagance algso resulted in a clause requiring the Minister's approval
-for all overtime payments. Again, to prevent a recurrence of criticisms
:which had followed the letting of large contracts by the Commissioners,

it the Minister was to have the power of review over all contracts exceed-
1ing £5, 000invalue or one year in period of performance. No contract
whatever could be entered into where the amount was greater than the

sum provided in the authorising act. It was also provided that regular
heads of branches conferences on the New South Wales pattern should

be held to guide the Commissioners in their decisions.

The Secretary would attend all formal meetings of the Commis -
sioners, take minutes, and lay them before the Minister within three
days; and the Minister would be legally entitled to see all documents
and to put himself in touch with subordinate officers. The same Section
{no. 44, re-numbered 106 in 1958 Railway Act) clearly acknowledged
the right of parliamentarians to question any aspect of rallway manage-~’
g.- ment. The relation of the Chairman to the other two Commissioners
was brought into line with the pattern adopted in South Australia, giving

further power to the Government. Where the other Commissioners dis-
agreed with the Chairman, he would not have deliberative power as in
the past, but the matter would be decided by the Minister, subject to

the approval of the Governor ~in-Council, after receiving reports of the
- conflicting opinions; this decision would be notified to Parliament,
thus again preserving the proper requirements of responsibility. All

this resulted from the neglect of the Commissioners under Gillies to
" keep formal minutes as required by the 1883 Act, from the difficulty
.  Shiels and The Agé therefore had in discovering whether Speight
had ever been opposed by his colleagues, from the delays Shiels ex~-
perienced in getting information, and from the objections the Com-
missioners raised when he approached their subordinate officers
direct. The influence of subjective personal issues, rather than an
objective assessment of managerial requirements,in shaping many
of the provisions of the Act is thus again underlined.

_ It was also considered that the tenure of the Commissioners
was too long, and the Government proposed to reduce their terms to

four years, subject to the introduction of staggered retirements to

prevent the complete "'spill" on political grounds which was possible

if all appointmeénts expired at the same time. The safeguards against

. removal were also to be eased and the grounds of suspension expan-

ded. Shiels claimed he had considered suspending the Commissioners,
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ut one of his difficulties was how to interpret the existing "inability or

isbehaviour' provision. This was, therefore, altered to read

gt inability, inefficiency, mismanagement or misbehaviour,or refusal or
sneglect or failure to carry out any of the provisions of the Railway Acts."

Shiels concluded thus: "we simply claim the minimum of power
hich we consider it necessary the State should have ..." The aims
ere: ——--..\-.' .

""to stay the wanton hand of extravagant construction, to
put a curb on spendthrift management, and to apply ...
those constitutional checks and counterpoises, in tHe
interests of the State, which distinguish responsibile
government from absolute rule."

f‘rr Most of the ensuing debate 8 was devoted to the aftack on the

- ‘Commissioners. Gillies and his followers again argued that it was

' quite unfair to hold them responsible for the results of political pres-
ure. In relation to the bitter quarrel with Shiels they suggested that

he Railways Act had to be worked by sensible men and that it was not
asy for the Commissioners to accept a layman's arbitrary wish to re-
g, duce mileage by a flat million a year, particularly when that layman
#-did not bother to treat them civilly. Gillies argued also that the Com-~
missioners were given no guide as to which routes were to suffer -~

hiels had evaded the politically embarrassing side of the matter. Even
ent commented that the argument against the Commissioners on which
+the Government was basing its case for fresh legislation was very
lender, and Service, now in the Legislative Council, supported Gillies!
laim that the intention of Parliament in passing the 1883 Act had been
twisted by the opponents of the Commissioners to support their case;
Speakers such as Patterson lamented that the proposed legislation re-
versed the whole intention of the earlier Act by handing back numerous — .-
- powers to the Minister; others considered the original Act was sound

i in principle and that only the attitude of the politicians needed changing -
% there were fresh suggestions for the imposing of penalties against politi-
i cal interference. It was also argued that if the Commisgsioners had been
 as inefficient as the Government alleged, the correct course would be to
" guspend them; and that the Bill was "hysterical legislation' drawn up to
deal with the existing Commissioners, and not on a general view of the
question. It might have been very different if they had enjoyed the con-
fidence of the Government, or it might not have been necessary at all.
There was wide agreement on one point - the reversion of construction
duties to the Beoard of Land and Works, even though the new constitution
of the latter was criticised and altered in various respects in committee.

Gillies and Service repeated their view that the 1883 Act ensured
adequate responsibility of the Commissioners, through review of expen-
diture and by-laws and the power of Parliament to remove from office;
while members of their camp asserted that it was unjust to criticise
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Speight in his absence. Indeed, the Legislative Council ecalled him to

the Bar of that House to state his case. Critics of the old Liberal school,
however, revived their fears of irresponsible bodies, arguing that Speight
should not be defended thus: as a leading public officer he was rightly .
open to criticism, and it was merely a penalty of irresponsible adminig=- "
tration that he was not in Parliament to defend himself. The Liberals
now alleged that the 1883 system was instigated by the Conservatives with
the intention "of fencing out the dreaded democrats at every corner', All
they had achieved was the elimination of patronage in appointments = but’
they had been overrun by a train from the other direction, political in-
fluence assuming greater proportions than ever in cases of promotion -

and punishment and on numerous other matters concerning railway manage-
ment. The fears of irresponsibility resulted in two interesting suggestions:

‘that the Chairman should have a non-voting seat in Parliament to answer

directly for the railways, or (following a suggestigh made in South Australia)

> that he should be replaced by a Minister sitting in Cabinet, but chosen for
“his business capacity and not required to stand or fall with each’ government.
Such . ideas came to nothing, and the essential difference between the new

and the old Governments in their interpretation of the Railways Commis-
sioners' position in relation to the legislature was brought out clearly in

" an exchange between Gillies and the new Premier, James Munro. The

latter, justifying the powers given the Minister in the Bill under discus-
sion, asserted that the Minister was responsible to the House, the Com~
missioners to nobody. The former immediately retorted that the Com-
missioners were responsible to Parliament directly. However, on this
occasion the Munro interpretation carried the day, - : '

There were some minor amendments in committee, .and further
squabbling between the two Houses on their respective roles in the re-
moval process, but this was finally sorted out in a conference between o
"managers' nominated by each House. -The Legislative Council also . = -
opposed the power given the Minister to deal directly with subordinate

staff as subversive of discipline, but had to give way on this point. One

change of some significance concerned tenure. Members considered that
a four-year tenure would not attract a suitable man and suggested reten-
tlon of the seven year term. The compromise finally accepted was the
now familiar "not exceeding seven years" formula. :

In view of the many assertions that the Coﬁmissioners had been
appointed with the express object of making the railways pay, one mem-

- ber moved to test the sincerity of those making this claim that a clauge

be included in the new Act requiring that the railways be worked in such
manner that receipts should cover the total cost of working and interest
charges. However, a technical argument ensued about whether the -
Minister or the Commissioners would henceforth have the ultimate re-
sponsibility and who should therefore be designated, and the main con~ .
tenders seemed thankful to drop the matter when others pointed out that

~_ the railways also had a developmental object, that new lines cannot be

' L - - R A T T
R e R LT e Tt o sy ey

e e




(S

iexpected to pay immediately, and that it would be absurd to expect
frevenue from established lines to subsidise these. Conscious no doubt
o the opportunities for pleasing their constituents which would be lost
this proposal were enacted, members were glad to dodge the issue;

ut most were still prepared to blame the Commigsioners for not ma.king
gthe railways pay.

Dezakin was largely responsible for theﬁBne other change of note

'co the Bill submitted by Shiels, and thus for rescuing it in this important
espect from the petty differences and jealousies which shaped many of

Aia provisions. He opposed Clause 24, which reserved numerous specific
matters for the exercise of ministerial authority, on the ground that this
made it ""a Bill of details", whereas it should be "a Bill of principles”.

e believed it far more Important for Parliament to lay down prineciples,
and not to subject the Commissioners to an overriding ministerial

uthority on all sorts of prescribed routine issues. In committee many
ook up this argument - there was a desire to allow the Government some
¢initiative on policy but not interference in detail, .and Patterson suggested
-general power permitting the Minister to intervene on matters of policy
nly when the Government thought it necessary. Shiels then advised that
abinet had originally thought along these lines, but eventually decided

ith the Parliamentary Draftsman that it would be better to state specific
ssues. However, in view of parliamentary feeling he offered to recon~
ider, and the clause was redrafted to provide that the Minister could at
any time in writing request the Commissioners to propose a scheme for
ﬁeffecting an increase of income or a decrease of expenditure or for carry-
ng out any matter of policy. If the Minister did not approve of the
Bcheme proposed, he could then advise them of his own scheme which
hey would take all necessary steps to implement. In the event of any
doubt or difference of opinion, the matter would finally be decided by

he Governor-in-Council, This was described as 2 "large and hand-
gsome ... concession", although it was far removed from the philosophy
of the 1883 Act.” The general directive power is retained as Section
107 of the current (1958) Victorian Rallways Act, andthe principle involved
has been extended over the years (even though the actual formula may
vary from case to case) to many other public corporations.

The new Act,8 which had to be read in conjunction with that of
1883, came into operation on lst January, 1892.

Suspension of the Commissioners

_ Most historians of Victoria emphasise the important political

: role played by The Age newspaper, or more correctly its proprietor
> David Syme, with whom the paper was indivisible almost from its in-
ception in 1854 to Syme's death in 1808. Syme was intimate with
public men to an amagzing degree - he frequently shaped their pro-
grammes, enjoyed a knowledge of the inmost secrets of cabinets, and

e
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governed the selection of Premiers.® He has been described as 'the
most powerful person in Australia ... for almost fifty years", and his .
editorial desk as ''the supreme tribunal of Victoria'; 10 and sufficient
evidence of his power has survived to suggest that these phrases are
hardly exaggerated. His biographer, Ambrose Pratt, described
various episodes such as his dictation of a Tariff Law to Premier Berry,
the desire of a Governor to seek his views before acting on certain
recommendations of the elected Ministry, the practice of submitting
names of all Liberal candidates for Parliament for his endorsement, his
creation of the Service-Berry Coalition in 1883, and his tactics in making
and breaking many other Governments. 11

The Age had lent its weight to the creation of the public corpora=-
tion known as the Victorian Railways Commissioners in 1883; however,
Syme became alarmed at the growing extravagance in both public and
private affairs in Victoria during the "Land Boom!'', and determined to
save the country from what he regarded as impending disaster. He re-
garded the great railway expansion as one of the most distressing
symptoms of this extravagance, and therefore, while not ignoring other
matters, directed much of his energy to a vigorous assault on railway
administration. He attacked the Gillies Government also, but since in
his view the Commissioners should have warned Parliament against un-
sound proposals (and were legally required to do so} he reserved for _
them his greatest displeasure. Pratt considered that it was the campaign
waged almost lone-handed by The Age which finally caused Victorians to
pause in their folly, which caused the boom to burst when it did with a
series of bank crashes, and which had the Gillies Government. '"hurled
from office’" .12 There is no doubt that it was The Age which brought
about the suspension of the Railways Commissioners.

The main attack was contained in a series of leading articles
between March, 1891 and March, 1892, 13 although there had been
earlier plain-speaking by the paper, and its attitude was brought out
again and again between the various relevant leaders. On 20th March,
1891 The Age attacked the system whereby one man could dominate a
great public department "at his own sweet will", claiming that his two
colleagues were "mere dummies'. It also demolished the case put up
by Speight's ''press apologist" (The Argus), which attempted to argue
that all critics of the present system desired a return to the pre-1883
political direction - The Age asserted that the present' clamour was
because the new system had not removed political influence as had
been intended. By.22nd July - on the eve of the introduction of the
amending legislation already described - The Age was attacking Spelght
as chiefly responsible, owing to extravagant over-building and lax
administration, for the alarming state of Victoria's finances; and also
attempting to influence those who would have to consider the new Bill
by pointing out that their task was to show how parliamentary authority
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through the Minister of the day can be effectively brought to bear "with-
out every honourable member being able to pack an already overcrowded
department with his proteges".

On 15th September,. while the new Bill was belng considered,

The Age had a lot to say about members who were defending Speight
against accusations of the new Government. Gillies had failed, either

by ignorance of what was going on or by conceciﬁzg violations of the law.
Why was a Minister of Rallways retained? Surely not fo act asa

i ‘message-bearer, but io see the Act was carried out in its integrity.

R Although there was no intention to return to full political control, even
that would be better than the.'covert" political system operating during
the Speight period. Then on 19th December, following Speight!'s exami-
nation at the Bar of the Legislative Council, The Age reported that he
had been quite unrepentant even though he had been clearly convicted of
incompetence, extravagance and dereliction of duty. Moreover, accord-
ing to the paper, he had even hinted that if Parliament took construction
away from the Commissioners and the lines were not constructed to
their requirements, they might refuse to operate them without first
bringing them_ul') to what they regarded as acceptable safety standards,14

The new Act came into operation at the beginning of 1882, and

The Age commented (1st March) that even if it had achieved nothing else

e Munro Government had thus justified its existence. 'On 11tk January
4t had said that ' the couniry would soon see whether the Commissioners
would be prepared to carry out its provisions loyally, and that if not, it
j»vould be better to begin by dispensing with thelr gervices. On 17th Feb-
ruary, the day a.'fter Shiels replaced Munro as Premier, it  promised.
at-in. a. “series .. of ! forthcoming articles it would give the new

leader "plenty of material for meditation".

Then followed, on the first four days of March, a series of four

*How the Deficit has been Brought About", It was later : stated in . Par-
l{ament that Syme had gone to considerable expense in undertaking the
investigations on which these articles were based. 15  1n the first, the
paper outlined the history of the rallway system, and presented figures
to show how expenses had increased since Speight took over. Staff had
increased, many had been given salary rises (the increments alone
amounted to more than the total deficits of the Speight period), and it
was also alleged that the Railway Service presented a perfect example
of what would today be regarded as "Parkinson's Law' in operation.

: The second article had more to say on this. The paper castigated the

- growth of red-tape and the division and specialisation of controls and
gave examples of what it regarded as excessive form-filling, delays
and overlapping of authority. It referred to "departmental blunderings
and stupidity" and stated that "the management of the Commissioners
has been a gigantic failure"
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The third dealt with culpable and wanton extravagance' in
aterials and stores; and in answer to a challenge by Speight to some
f the facts presented in the earlier articles, The Age accused him of
ttempting "to grossly mislead the public" - gince the rallway organi-
_Bation had refused repeated requests for this information, the paper had
worked out the details from Hayter's Victorian Year Book. The final
article in this series dealt mainly with "lavish expenditure' on stations
and station management. The paper did concede that in one branch
Speight had made savings, but it was not prepared to let him take a
trick - since this was the Maintenance Branch, it was a '"cheeseparing
policy" running counter to the interests of public safety. The Age con-
cluded that Speight's policy was bound to end.in disaster. He had tried
- to adopt Fnglish conditions, but they only suited a land "where the
i workers are migerably paid and the drones revel in luxurious magnifi-
ence'',

Speight denled many of these "findings' through the columns of-
-The Argus. The Age retorted (on 8th March) that, despite the difficul-

"the. Rallway Autocrat ... (had) miscalculated his capacity’
for resistance when he thought he could stifle an indepen-
dent investigator in search of information as easily as he
could put the extinguisher on official curiosity" -~ .

1ts disclosures had given a great shock to public understanding. It
claimed Speight's denials were useless, unscrupulous and mendacious
.and among other derogatory expressions asserted that the unfitness of
the Commissioners for * high office was proved by:

They are as men suffering from a sort of paralysis of
the judgment, incapaciiating them for dealing with plain
business matters on a business footing."

It observed that it seemed impossible that they "can officially live".

On 11th March, both in its leader and in an article headed "The
Railway Scandal", the paper recorded that, after consulting at length
©.with various railway officers as legally permitted by the 1891 Act, the
new Minister, J.H. Wheeler (who took over the portfoclio when Shiels
became Premier), had prepared a series of recommendations for
effecting economies in railway operations, and had submitted these to
the Commissioners as suggestions from subordinate officers. “However,
the Commissioners took exception to many details, and while the Minis-
ter deferred to some of their opinions, he heard no good argument for
withdrawing allthe suggestions. After furtherconsultation with the subor-
dinate officers, he returned them to the Commissioners as "upheld".
But the Commissioners refused to yield, and Wheeler therefore in-

""accumulating evidence of ... utter incompetence ... T
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L h voked Section 24(1891 Act) which entitied him to ask in writing for their
proposals for retrenchments. . The Commissioners' reply, according to

The Age of 16th March, merely framed a paper with the Minister's own
scheme in {{, explaining why they did not recommend this. The Age's
verdict was that.''for an act of cool, calculating, deliberate contempt
and defiance it would be difficult to match this document among all the
State papers of Victoria'. However, the Commissioners did make
certain suggestions of their own, admittedly less spectacular and less
far-reaching, which The Age preferred to overlook.

At about the same time (14th March) a vital 1ead1ng article
asked the Government to examine whether it could in reason entrust
Speight with carrying out the reforms it had decided on, and whether
it would not be in its own interest as well as Speight's comfort to sus-
pend him. The Age quoted in full the suspension and removal provisions
of the Railways Act, and judged that this gave ample authority if the
Government were courageous enough to take the responsibility. ~Since
an election was due, a courageous government could appeal immediately
to the people to endorse its actions - and The Age made it quite clear
that such a government would have its not inconsiderable support during

. the election. The rajlways were the people's assets, and the Government
would not have fair play while Speight was there with this "insolent,
obstructive and deflant attitude' to thwart its wishes.

.There was, meanwhile, also a drama behind the scenes in which
The Age played a leading part. Munro, whom Syme had "put up" as
Premier to replace Gillies, had "hesitated to do his master's bidding"
on the railway and .other reform issues which Syme had been advocating.
E;:;;‘::l The latter, therefore, notified one of Munro's colleagues of his resolution
! that the Premier had to go, and despite Munro's action in following Syme
IR by train and coach to a distant country estate to beg reprieve, -all he got
S was ''retirement" to the Agent-Generalship in London. Shiels (who,Syme
noted, had already had a personal brush with Speight) was "installed in .
his place" as Premier on 16th February, 1892 and according to Profes -
sor Shann "obeyed orders and suspended Speight, Ford and Greene, the
three Rallway Commissioners'.16  This was done by Order-in-Council
of 17th March, 1892, '

The action was taken a few days before Shiels had to dellver his
w: election speech. In this he appealed to the electors to vindicate the
S ‘Government's action,17 and as had been promised his campaign was
| given most favourable publicity by The Age. The response was a sweep-
a.. ing viectory for Shiels. When Parliament reagssembled it was expected
- | that consideration of the Government's action would form one of the

E major items of the Session, and almost immediately a petition was re-
..1. . ceived from the Commissioners requesting a full inquiry into the charges
. made against them.

On 25th May Wheeler moved that the House vote an address pray-
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Ing for confirmation of the suspension of the Commissioners. 18  He
‘outlined in detail the events leading up to the Government's decision to
uspend {although of course he played down the role of The Age), and
read out items of correspondence between himself and the Commisg-

;- sioners, which are printed in Parliamentary Debates with a full state-
zment of over a dozen grounds for suspension, all of which have been
covered in the foregoing description of the-preliminary events. The
ensuing debate involved counter-charges and demands for a full inquiry,
but before a vote was taken Shiels announced receipt of a letter from the
U Commissioners, in which they submitted their resignations. This
followed behind-the-scenes negotiations in which the Government had
offered to deal liberally with them in the maiter of compensation. Shiels
commented that the Government's only desire was:

'"to obtain possession for the State of its great railway
system, that it might be administered In accordance
with what the Government belleved was the national in-
terest and the national will." 19 |

Most of the parliamentary leaders warmly applauded the compromise,
which involved an offer to the ex-Commissioners of a retiring allowance
equal to half the salary they would have earned during the unexpired
portions of their terms. Speight was also promised payment of travel-

Public Service as an alternative to the retiring allowance.

However, many interests with old scores to settle against The
Age gathered around Speight and encouraged him to issue a writ of
libel against Syme, clalming £25,000 damages. Pratt wrote in 1908
that there "then ensued the greatest libel action of modern times' 20 -

i indeed, half a century later it has rarely if ever been surpassed for the™

. technical complexity of its briefing, the voluminous written documents
submitted in evidence, the costs involved, the length of the hearing,

and the great cleavage it occasioned between the Liberal and Conser-
vative forces in the community. Known at the time as '"The Great State
Trial", the hearing took 94 days between June, 1893 and February,
1884, Public 1nterest in it was enormous. Syme pleaded fair comment,
but the jury gave a '"general verdict' for Speight, with damages at £100

&, verdict was necessary on each of the eleven counts of libel. The jury
. then found for Speight on one count with £ 100 damages, but failed to
- agree on the other ten. The hearing cost The Age £21, 000, Speight

its loss, and not satisfied it applied for a new trial on the ten counts
on which the jury failed to agree. Seeing it as a matter of honour,
Syme refused two offers to settle the action out of court; the second
trial took 86 days, and on 26th September, 1894 the jury returned a
verdict for the paper on nine counts and for Speight on one, awarding

£8,000. But a national defence fund was formed to assist the paper in -

ling expenses should he desire to return to England. Ford and Greene - -~
were each given the opportunity to take another position in the V:Lctorian '

only. However, the Judge rejected the finding, claiming that a 'separate_‘_..f,;,f‘_f’.-‘* )
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: him one farthing damages. -Speight was ruined flnancially, and Syme's
itotal costs amounted to £50, 000 - but he regarded himself as vindicated.
Speight died a few years afterwards a broken man, 21

Operations 1892-1885

— Other Australian public corporations "have been the subject of

! > crisis Inquiries from time to time, but probably none has suffered so
' ; much public eriticism and controversy as did this pioneer corporation
- during its early years. Even with the 1891 Act in operation and the

Speight affair finally disposed of, it had still not emerged from its
i growing pains.

2 After the suspension of Speight and his colleagues, Messrs.
FR.H, Francis, W.M. Kibble and F'. Rennick (the latter replaced after
a few months by K.L. Murray) were given acting appointments as Rail-
ways Commissioners, and taking advantage of the changed tenure pro-
visions the Government subsequently confirmed these appointments for
one-year periods only. During 1894 they were replaced by another
% provisional team, Messrs. J. Syder, T.H. Woodroffe and R. Lochhead.
s They were all Victorian Railways officers, holding positions such as
3 Tra.ffic Manager, Assigstant Traffic Manager and Telegraph Engineer.
-One was already retired, and some at least, notably the two Chairmen
_ Francis and Syder, were among the officials whom Wheeler and Shielg
B2~ had consulted and who had assisted in drawing up the retrenchment

8 plans to which Speight had objected, 22

] It was a period of extreme depression, and the salaries of the

¥ Commissioners themselves reflected the economy order. Francis re-
g, ceived £1, 500 (half the statutory entitlement) and his two colleagues
1,250 each; but the second team served without any variation in their — __
existing remuneration, the Chairman receiving ¥ 690 p.a., one of his
colleagues £836 p.a., and the other (the retired official) continuing to
draw only his pension of £457. The Commissioners thus drew a
smaller salary than some of their officials (e.g. Secretary £ 880,
Engineer-in-Chief £ 1, 063, Accountant £ 868); and the adverse effects
of this situation were soon apparent. Shiels, again in opposition,
called it "one of the most iniquitous and one of the most senseless
pleces of administrative action" he had ever heard of. . 23

Nevertheless these Commissioners did what was required of
them., They effected numerous economies and reorganisations. In
the first year they reduced train miles by 800, 000, and there were
more reductions in following years. They retired all sexagenarians
without replacing them, they amalgamated various branches and
offices, they curtailed the working time of staff (In addition to the
salary reductions imposed directly by Parliament), they postponed
new works and they adopted an increased scale of fare and freight
rateg. Even so, deficits continued, and the unquenchable Bent, still

"
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eritical of "irresponsible men" in control, supported many deputations
to the Commissioners and various protest meetings around the country
which claimed that the new polley prevented people from travelling by
restricting services and that Increased charges discouraged traffic. In
defence of the Commissioners, Wheeler stated that they had realised -
their duties would be unpleasant, and had only accepted office after
much persuasion. However, '"they were loyal and true to the Govern-~
ment", and there was growing a general desire to absolve them from
responsibility for the deficits. 24

The second team of stop-gap Commissioners reflected some of
! Speight's difficulties, and the much milder reaction to their comments
confirmed that Parliament's attitude was mellowing. After listing the
economies that had been effected, they referred to the great financial
handicap of new lines which would not pay unti] ‘f_he country they opened
up was extensively developed. This made it impossible to comply with
their mandate to make the railways pay. They suggested that In order
to fix a clear policy and o give them some freédom of action within
this, Parliament should decide on a fixed rate of interest (say 3% on
{otal debenture capital) which the railways should be called upon to pay,
the difference between this and the actual interest bill to be made up
by Parliament. Since the State was making up the deficits anyway,
they also used Spelght's old argument that the State subsidy was more
than repald by the addition to the general wealth of the colony made
possible by railway extension and services. Their reports referred
also to road competition (by teamsters ~ the motor,bus and the semi-
trailer were still unknown'), and finally "with some diffidence' the
Commissioners drew attention to the "tentative and anomalous”
character of their own appointments and the uncertainty that existed
as to future railway policy, factors which they considered were not
caléulated to secure the best system of management or a spirit of
emulation or esprit de corps among the staff.25 '

i,

Like Speight and his colleagues and despite the fact that they -
were appointed undisguisedly to carry out the Government's retrench-
ment policles, these Commissioners did not always find it easy o get
on with their Ministers. H.R. Williams, Minister of Railways in the
first Turner Government, was a reasonable soul if his own words can
be believed. He admitied he had made variocus suggestions to the

but stated that they. had not always agreed with him, However, he saw
the force of their views and did not persgist, for'he recognised that .- -
they knew a lot more about railways than he did. Williams also men-
tioned that they had complained that Section 24 of the 1891 Act allowed
the Minister to usurp their full powers if he so desired, 28 and the
evidence suggests that they had had bitter experience of this when
Richard Richardson held the portfolio in 18983~4.

“r}ﬂ },

Commissioners (e.g. that one should stay in Melbourne and do the -~ -
office work and that the other two should become travelling inspectors), . :

B
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The Unenviable Task of the New Commissioners, 1894
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After leaving the Ministry, Richardson told the Inquiry Board
set up in 1895 that the undertaking was managed from the bottom
rather than the top, but his own actions must have gone a long way to-
wards undermining the Commissioners' authority. On 24th January,
1894 he forwarded two meroranda to the Commissioners instructing
them to advise all Locomotive Branch staff, station masters and
traffic inspectors interested in gaining promotion to forward to the
Minister a written statement showing how they would proceed to re-
organise their branch by reducing either the cost of work or the number
of employees, or listing defects in the organisation as a whole and
offering schemes to overcome them. Such suggestions would be con~
gidered "as indicative of the ability of the officer, and making him
eligible for promotion'; and (suggesting the even more unorthodox
ministerial motive of thus checking on senior officers) they should be
sent direct to the Minister and not throughthelordinary official chan-
nels. It was apparently pointed out to Richardson that his request con-
flicted with regulations in force providing penalties for staff addressing
communications in connection with their duties or their position other
than through their superior officers, or seeking to obtain influence to
further their careers, for on 4th April, 1894 he issued a further in-
struction to the Commissioners curtly ordering them to repeal the in-
convenient regulations. They were not sufficiently entrenched to stand
on their legal rights as Speight did on occasions, but even if they had
been, Speight's fate would probably have discouraged them, 27

They did, however, include the following. comment in their re-
ply to the Inquiry Board Report: '"We can only say in regard to
(Richardson's eriticism) that if anything was done to disorganise the
service, or bring about management from the bottom, it was done by
that gentleman who listened to and encouraged the statement of griev-
ances or complaints of any dissatisfied or malicious employee who
chose to approach him, and endeavoured to override the Act by exer-
cising powers which were therein conferred on the Commissioners. n2
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FIVE: AN ATTEMPT TO RESTORE INDEPENDENCE:
AND THE RESULT - SOME GAIN IN CLARIFYING RESPECTI.VE
SPHERES OF AUTHORITYl

o, ey

""'\b:'
The Railway Inquiry Board -

In 1895 an "Inquiry Board into the Working and Management of
he Victorian Railways' was appointed under the Chajirmanship of Judge
Casey. To further ensure impartiality a Legislative Councillor from
Tasmania was appointed to the Board, which in addition secured the
;. 25sistance of top officials of the South Australian and Tasmanian Rail-
4iways as investigators and advisers. The Board examined numerous
 witnesses (including Speight), and its Report2 included the first clear
G4l reference to the growth of cohesive staff pressure and emerging
unionism as factors contributing to the disorganised’state of the Railway
Service. It found that political pressure on petty issues had not been
extinguished, but was still successfully securing reductions in freights

and fares, averting staff punishments, and securing the employment of
asual labour.

The Inquiry Board advanced a detailed scheme for instituting a
ystem of "independent management on behalf of the State" (but not by

e : an agency of the State! 3 )} which would preserve public ownership but

cut out all political influence, ensuring operation on sound commercial
lines. The scheme involved the abolition of the railway system as a
"Department of State', its entire separation from the Public Service
and public service practices, and the creation instead of a body cor-
porate to be known as the Vietorian Railways Trust. This body would
'consist of one Minister of the Crown to represent the State but to have

= no special powers (he would preferably not be Chairman), and four

lother members appointed for their probity and business capacity and -
jentirely divorced from politics. They would be removable only on a

: i.vote of both Houses, and would have staggered terms of office to pro-
+ 1 'vide continuity of policy. Under them, and responsible for the adminis-

tration of the system, would be a General Manager whose appointment
and dismissal would be subject to the Trustees! approval. The Trust
would have no connection with railway construction, it would have its
own railway account independently of the Treasury subject to certain
gafeguards both in the public and in its own interest, and the General
Manager would make all subordinate appointments subject to its
approval. The Government's role (apart from the Minister's vote)
would be reduced to a power to rescind by-laws and an obligation to
indicate how losses on new lines handed over to it should be met.

These proposals formed the basis of further railways legis-
lation submitted to Parliament late in 1895, bhut there can be a few
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cases in parliamentary history in-which the final law bore less resem-
blance to the bill originally submitted.

The 1896 Legislation

The Victorian Railways' Trust Bill followed the recommendations
of the Inquiry Board with a few important modifications. Williams, the
Minister, was accused of showing a hesitating half-hearted attitude
during his second-reading speech, and both the press and the Opposition
alleged that he had been shut out of the secret enclaves of Ministers in
which the Bill was drafted.4 In the event,the luke ~warm attitude of
most Government members to their own proposal was comical in the
extreme,

The main changes from the Inquiry. Board's recommendations in-
volved in the original draft not surprisingly concerned the question of .
political supervision. The Minister sitting on the Trust was to be ex-
officio Chairman, and if he was likely to be outvoted he would be entitled
to request deferment of a decision for one week to give time for consul-
tation and second thoughts, after which the decision would be taken by a
majority of votes with the Chairman having a casting vote. If the Govern-
ment was still defied its remedy would be to consider the deposition of
the oppposing Trustees. The Trust would make its own by-laws without
consent of the Governor-in-Council, but they had to be tabled in Parlia-
ment, either House being able to annul them ~ if Parliament was not
sitting, the Governor-in~Council could postpone.operation of the by-laws
until it resumed. The Governor-in-Council would appoint the General
Manager, although he would be responsible to the Trust in the perform-
. ance of his duties; and the Governor-in-Council would also appoint a
special Railway Auditor to serve within the rallway organisation. The
only.concession towards independent railway finance would be the setting
up of a Railways Stores Suspense Account, which the Inquiry Board had
reported had vastly improved stores control in Tasmania. The Trustees
would receive £750 p.a. . plus travelling expenses, and according to
Williamsg their role would be largely that of inspectors travelling about
. looking for weaknesses and directing the General Manager in overcoming
them. Finally, the draft Bill contained an instruction that the Trust and
not the General Manager was to receive all deputations (in order to keep
political pressure away from those involved in detailed administration),
and perhaps most significant, it provided for the first time a "recoup"
clause under which the Trustees were entitled to be reimbursed the
amount of any loss Incurred as a result of political intervention.5 The
latter clause will shortly be discussed in more detail.

The immediate reaction to the second reading further underlined
the confusion about the location of responsibility in agencies such as the
railways which had been allowed to depart from the orthodox type of
ministerial control. The Opposition Leader, Sir John McIntyre, could
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16tssee how political influence could be excluded if the Minister was to
eiChairman, and others thought it specious of the Government to say

at politics and administration could be divorced simply by interposing
istees between Government and General Manager. On the other hand
hlels saw it as a return to the independence and irresponsibility of the
elght period, and bitterly accused the Ministry of asking the House "to
turn llke dogs to their vomit". Shiels again.used a business analogy,

' eing the Victorian taxpayers as shareholders and Cabinet as their board
directors - he argued that the whole idea of further separating the
“a{lways was based on "a false analogy". He attempted to shelve the

111, but Premier George Turner toock this as a want-of -confidence
gmotion, and after many appeals that members be allowed to vote on the
‘ailway 1ssue free from political embarrassment Shiels withdrew his
otion and allowed the debate to proceed.

. In committee an amendment was immediately introduced sub-
tituting the existing politically -dominated Board of Land and Works for
he proposed Trust. The proposer believed that the Rallways General

f Manager should function under the Board, the former to be responsible

or'efficient management and the latter to ensure that Parliament re-
ained the ultimate control essential because of the national rather than
he commercial purpose of the raflways. This suggestion drew support
n the ground that: '

""a parliamentary board ... would he amenable to the in-
fluences at work in Parliament, and in harmony with the
fundamental principle of our government, namely, direct
representative responsibility”.

Seeing that there were only three or four supporters for the

riginal plan outside the Ministry, Turner then asked the House to make
ure it had a better alternative before striking out the Trust. He -
dvised that other suggestions had been submitted for consideration:

1. an expert General Manager without other controlling
body;

2. a General Manager assisted by an advisory board,
perhaps consisting of the present Commissioners;

3. a controlling board of members of Parliament (but
already the House had a committee in the Govern-
ment, which should be the limit of such control);

L 4. restoration of full ministerial control, as had already
Voo happened in New Zealand;

5. retention of the present system, i.e. three Commis-
sioners;

6. a Board of Control made up of Ministers, similar to
the Board of Land and Works (but this would be too

L3
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time-consuming, and if there was to be full control it
would be better to have one Minister with clear re-~
~ sponsibility),

The Government, reinforced by the opinion of the Inquiry Board, thought
the Trust it proposed better than any of these, but if Parliament would
not accept this then it would prefer to follow South Australia in appoint -
ing a single Commissioner in the same role as the present three Com-
missioners and with the same degree of political control, in effect as an
expert general manager. Deakin made another suggestion, the proposed
Trust-less the ministerial chairman (with the Minister merely "the
watch~dog' of Parliament); and Shiels and others tried an amendment
that the present system remain, but this was negatived. Turner even-
tually moved an amendment substituting one Commissioner who would
be a general manager but with the rights and authorities of the present
Commissioners; and this was agreed to without division, after 86 pages
of debate on the earlier abortive proposals. It was a good case of legis-
lation by exhaustion.

There were two subsequent objections in the Assembly: that a

| board would act as a buffer between Manager and Minister to filter off

political pressure, whereas a single man would stand face to face with
the Minister and even be deprived of that security which mere weight of
numbers can give; and that - an interesting legal point - there was a
danger In vesting all the rallways property in a single man, for the
title would be in dispute in cases of absconding or suspension. However,
the bulk of the discussion centred on the question of who should be
appointed. An amendment that Richard Speight be the first Commis-—
sioner was quickly disposed of, but the Government had much more
trouble with a proposal that its choice be limited to residents of Vic-
toria. In view of wide opposition to "imported risks', the best Turner
could do after voluminous debate was to widen the clause to residents
of Australasia. He was, however, rescued on this point by the Legis~
lative Council. The House also.defied him for a long time in insisting
on reducing the proposed salary of the Commissioner from £ 3, 500 to
£2,000, and only relented at the last moment by a very narrow margin,
With the disappearance of the Trust, the House wrote into the Bill that
only the Minister should receive deputations, and it deleted reference
to the Trust from the title. The vital recoup clause was retained.

Few Bills can have received a more unorthodox introduction
to an Upper House than that given this Railways Bill by the L.eader of
the Government in the Legislative Council, W. McCulloch. He stated
that he had reluctantly entered the Ministry with a view to getting the
rallway question placed on a more satisfactory basis (and was made
Minister of Defencel), and he regretted that the recommendations of
the Inquiry Board had been opposed by Government supporters almost
as much as by the Opposition. He was most disappointed with the
course of events, '"but the Biil has been passed in another place and
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o 5ab1e members must do their best with it". .Describing this as
il 'aritomime season'' in legislation, the Council quickly obliged him

e '-"a. gtatement of its views to the AssemEIy briefly, it believed
'_I?:‘ust would ensure management on a sound commercial basis
. z'-eas the Assembly's version would reinforce the system of political
Wnfluence which had in the past been so fatal to the successful working
of@the railways. A meeting of House "managers' was then arranged,
s "compromise achieved by which "there shall be a general manager
m%be called the Commissioner" (the Government having unlimited powers
a"“'M.@l Belection), to be assisted by aBoard of Advice consisting of heads
5branches. This would meet regularly to ds.scuss policy and other
ssuea, with the Secretary for Railways ' taking minutes in a form
sPeseribed by the Governor-in-Council. A surprising feature was the
letion of the clause insulating the Commissgioner from deputations, .-

r this had been accepted by the Assembly and was consmtent WJ.th the
¥i{ms of the Council.

Significant features of the Act6 were the retention of the term

B Separtment" (already a misnomer) as opposed by the Inquiry Board,

B he equating of the general manager and commissioner concepts (shown
ffurther by the assertion of a Minister that the Victorian system would -
Bhenceforward be similar to that of South Australia, Queensland and
Tasmania, for at this time the first two had a "Commigsioner'" in control,
he latter a less independent "General Manager'), and finally the recoup
lause (Section 14, renumbered 108 in 1958 Railways Act).. The latter

orporation in Australia, and has been copied in principle if not in .. -

t occasioned very little debate in 1895-6, the underlymg idea had been
’slowly crystallising during the previous decade., ™ - - .

After Shiels had waited on Speight in the late 1880s to get further
are reductions and had been refused, he took a large deputation to
Gillies (then Premier, Treasurer and Minister of Railways) seeking a
:.Government order for the reduction of rates by £ 100, 000 p.a., . which
mount would then be made up to the Commissioners. Again, early in
895 there was a motion before Parliament for a 20% reduction in
ountry freights and fares, with the rider that a refund should be paid
to the railways out of general revenue and direct taxation levied to re-
cover the amount. Premier Turner had no objection provided all
aspects were authorised at the same time; but Parliament on that
occasion had second thoughts and the motion was dropped after 77 pages
of debate.” In the debates on the 1895-8 Bill, Williams and Turner
briefly explained the intention of the clause: when Parliament made an

iwas an Important contribution to the development of the idea of the public-._.

ctual words for many other corporations in the transport field.” Although R
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alteration in the law or directed the carrylng out of a new system or the
construction of a new line, the amount of any loss thereby caused, pro~
vided it was certified by the Auditor-General, would be made up by
Parliament in the Annual Appropriation Act. Shiels then pointed out
that since Section 24 of the 1891 Act was being retained the Minister
would continue to have powers of intervention, and the clause was there-
fore widened to include directions by the Gévernor -in-Couneil.,

Few members thought it necessary to refer to the clausé at all

it. One considered it would bring political interference into the open y
and was, therefore, most useful, but only Williams suggested that it
could give fresh hope and incentive to the railway management. On the v
other hand an opponent desé¢ribed it as a farce, since Parliament had '
been regularly making up railway losses in the past without such a

provision - moreover, it was "entirely unusual if not unconstitutional
to commit it in this way'". 8 The clause had the great merit (if fully .
observed) of affording the Commissioner some measure of protection !

against indiscriminate political interference, of presenting him with a -
better chance of making the railways self -supporting, and of foreing ' b
governments and Parliament to accept a direct financial responsibility : ¥

goats of the railway adminisiration in an annual reckoning in which
specific causes were often forgotten.

Operations 1896-1906

The new Commissioner was John Mathieson, an Englishman b
who had had experience in both the New Zealand and Queensland Rail- .k
ways. Under his management the deficits slowly decreased in size,
but the general economic position was improving and business with it.
Staff recrultment and increments were resumed, a general reclassifi-
cation undertaken, an appeals board and other committees set up, and
the Stores Suspense Account introduced. However, Mathieson's
Annual Reports 9 repeated many of the complaints and explanations
offered a decade earlier by the unfortunate Speight, and also by the
stop-gap Commissioners. For example, he complained that the rail-
ways were being unfairly treated in not being allowed credit for work
undertaken on behalf of other departments (Speight had been called
"insolent" for making the same point); and he was very critical of the
laying of narrow gauge lines as an economy measure, and reported
that he was relaying lightly constructed routes with heavier rails (again
cf. Speight). He also pointed to the difficulty of the non-paying lines,
but asserted that the losses on them were justified by their develop-
mental value; and he emphasised the further difficulty involved in re-
palring and replacing locomotives and rolling stock, since it was not
the policy of the State to provide a reserve fund. Parliament now
seemed generally more considerate of the problems encountered in
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operating the railways in a political environment, although it was no

more prepared to rencunce its own part in contributing to these pro-
blems than before. ) '

. The index for each Session's Parliamentary Debates contained
a dozen or more columns of closely printed entries referring to
questions, motions and orders for returns on petty subjects such as
increments for junior clerks, the conditions under which leave was
granted an inspector of works, the residence for the Hamilton station-
master, sight and hearing tests for railway officials, locomotive costs,
‘carriage lamps and goods lost in transit. Deputations:continued to
wait on the Commissioner, and with or without government support
parliamentary committees inquired into allegations conc erning the
Locomotive Branch, and questions such as locomotive spark arresters,
fires caused by engine sparks, and railway carrtagéighting. ~ Other
-committees were appointed to examine staff questions such as the dis-
~ missal of a'i)orter {on this occasion Parliament was informed that the
railways corporation was using ""Star Chamber methods"), and there
were long debates on the cases of individual employees such as Walter
Reynolds and Joseph Hall. Resolutions on free passes, fortnightly pay,
- and the stopping of increments on salaries over £ 600, were carried,
= and political pressure led to the removal of gate-keepers from level
crossings. Sunday traffic and the "butty-gang" system 10 were also
hot political issues.

Historian Turner wrote:

L}

. "Notwithstanding the vigorous efforts initiated by Mr ;
= _ Service to remove the railway management from the , B
= ' grip of the politician, the position of affairs in the ‘ -
last decade of the century was deplorable in the ex- '
. ireme. Not one of the many Ministries in power L
; : during that period had the courage to grasp the nettle. - '
' The experienced professional manager brought in to '
succeed Mr Speight soon realised how impossible it e !
was to control even the workmen in his employ. Half ]
a dozen obsequious Members of Parliament, nervously co :
mindful of the rallway vote, were ever ready to ;
champion in the House the cause of any dissatisfied o ]
servant. The Commissioner did some good work in
irying to bring an over-capitalised investment of - .-
£ 40, 000, 000 under intelligent commercial conditions,
but political interference was too strong for him. He
was finally glad to return to England to assume control
of one of the largest rallway companies, where he
could exercise an unchallenged authority." 11 '

Mafhiééon'wés replwééed as sole Comimlis sioii..erﬁi')y WF Fi’czpaﬁ;icii
Traffic Manager in the Victorian Railways; but in 1903 control re~
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verted to a board of three Commissioners in circumstances which will
shortly be described.

The two most vital aspects of the working of the railway system,
from the point of view of its political relationships (and through them its
path-finding experiment in public corporation management), were the
issuing of directions to the management, and the operation of the recoup
clause. These aspects were made complementa}y by the 1896 Act. One
result of the close interest taken by the Victorian Parliament in its rail-
way system was that most of the relevant issues were fully aired in
Parliament: communications between Minister and Commissioners
were frequently read out and were therefore recorded in the Parliamen-
tary Debates. While this state of affairs was unfortunate from the reil-
way point of view, it helps the research student by preserving certain
material that would otherwise have vanished in the destruction of old
files. Some such cases will now be descrihed, with a view to lustrating
how the direction and recoup provisions were used. '

In December, 1896, when Mathieson's interition to increase fare
and freight rates became known, many members in a long debate wanted
the Government to refuse to approve the relevant by-law changes. Pre-
mier Turner pointed out that this would constitute a political direction,
and that Parliament would have to make good the difference between the
existing and proposed rates if such a direction were given. Although the
motion was negatived, there was even at this early stage an objection on-
the ground that this constituted a matter of public policy on which Parlia-
ment should not be bound, and also that the recoup clause applied to
orders asking the Commissioner to take certain action, but not to orders
restraining him from taking action proposed on his own initiative. 12 Both
In this case and in the matter of a resolution moving that the minimum
rate of pay for adult labour be 6/~ per day {which he also persuaded —
Parliament not to persevere with), 13 Turner had lengthy discussions
with the Commissioner resulting in compromise agreements which did
not bring the recoup provision into play. In the rates issue Mathieson's
concession was to leave farm produce at existing rates while increasing
all others. :

However, the farmers' representatives in Parliament were very
vocal, and with the country entering a period of drought there were
further representations for reductions in grain transport charges. Tur-
ner made appropriate concessions in his Budget -~ he pointed out that the
Commissioner gave notice that he offered no objection to the alterations
being made, provided the 1896 recoup provision was used to ensure that
the railway revenue would not suffer. Since the reductions involved a
political direction to the management, the House would therefore "have

to vote a certain amount to be placed on the Estimates to recoup the
Railway department". '
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The House on this occasion agreed to the recoup, and the necessary
direction was given in December, 1899. A similar direction involving
a Treasury recoup had already been given in respect of coal traffic. 14
But few politicians saw that these adjustments meant more to the
management than a mere book-keeping entry in the public accounts.
The Commissioner's Annual Report for 1899-1900 referred to the
"salutary'' effect of the recoup provision, and considered that if it had
been retrospective it would probably have wiped the accumulated deficit
from the railway accounts. 15

An issue which did not involve a recoup was ralsed in 1900, It
concerned the running of excursion trains for Sunday Schools and
similar groups on certain public holidays. The Commissioner proposed
to discontinue these services because of the great inconvenience caused
in making available, cleaning and converting the _goods waggons which

Jhad to be used. The Advisory Board minute endorsihg this decision
"happened to be the first A,R. Outtrim was called on to read after becom-

ing Minister of Railways, and (as he later told the House), since he
thought the Minister should do more than merely initial the minutes, he
had attached a note asking the management to reconsider the loss of
revenue and the strong public feeling which would result. However, a
subsequent Advisory Board minute confirmed the decision. Then ex-
Minister Williams informed Outtrim of his intention of moving the
adjournment of the House to allege that racing interests were behind the
decision, ' desiring to stop the movement of traffic away from Melbourne
on Cup Day. Outtrim asked the Commissioner for a statement to put
before the House, and had the matter considered in Cabinet, After "very
serious consideration" in view of the expert knowledge of the Commis-
sioner, the Government decided that the railway stock should be used for
the benefit of all sections of the community, and therefore invoked

Section 24 of the 1891 Act, asking the Commissioner in writing to formu- .

late a scheme for the reintroduction of excursion services for Sunday .
Schools and other bodies. The Commissioner responded to the Govern-
ment's satigfaction, and Quttrim related the whole episode on Williams'
adjournment motion. Suspiclon of the "irresponsible' agency, and lack

~ of adequate discrimination between corporations and departments, were =

still evident in future Premier Alexander Peacock's remark: "That is

very satisfactory ... We are not going to allow the Railway Department ‘
to boss the House'; "and in Williams' enthusiastic comment: "Thatis -

putting the screw on' - his later years as Minister with restricted ... . -
- authority had apparently embittered him a.lso;ilrb' SN :

Later in 1900 fhé_debates on the Supply Bill produced the first’
of a long series of annual criticisms of the recoup provision. R.T.
Vale In particular was opposed to it. He described the vote of £ 60, 000 .

to be paid by the Treasury to the Railways Commissioner as afarcical - - .
matter of cross-entries, and a fellow -critic claimed that the Commis- S
sioner hadn't proved the amount of the actual loss. ‘The Commissioner '
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- months before, as a private member, he had again sought a return to a O

. short time. However, Bent soon found occasion to object to the Com-~

" He "made a memo in the department that no one should work more than . =
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replied to this criticism in his Annual Report for 1900-0 1, quoting the

relevant Section and pointing out that it provided for the railway system

to be compensated for the total revenue it lost as a result of directions

given (i.e. not the actual net operating loss - it was immaterial whether

the normal revenue might include a profit margin). 17 - The parliamen-

tary attacks were, however, repeated in 1aterﬁ_ye_ars,"-and\v'a.rious :

Ministers stated that they were not satisfied with the system. Back as

Treasurer, Shiels returned the railway estimates and had a long con-

ference trying to beat Fitzpatrick down on his claim for reimbursement. 18

The demoralising effects of operating a service which will inevitably show
a loss, and the benefits to be gained from having at least a chance to i

© return a profit and striving for that goal, have been clearly argued by

Sir Frederic Eggleston in relation to the Victorian Raflways;19  but _
as we have seen, this was ignored by most Victorian polticians., Sur-
prisingly, the Commissioners themselves did not make any effort until
1817 to claim recoups in respect of non-paying (or "political) lines con~

structed since the passing of the 1896 Act, although these were covered
by its terms. 20 | : , o

The relafionship between the railwé.ys manag“ément‘and its poli- L
tical supervisor was complicated by the spectacular reappearance of oo i
the fiery Thomas Bent as Minister of Railways In June, 1902. A few ’

responsible minister, and Parliament carried his motion that the rajl-
way estimates be reduced by one shilling as an indication to the Govern-
ment that officers recelving more than £ 600 p.a. ghould not be paid

-increments.21 © On taking office.in the Irvine "economy and reform" R

Government, he wrote under Section 24 asking the Commissioner to - _
propose a scheme for a reduction of £180, 000 in railway expenditure:
the scheme involved amongst other suggestions the placing of men on

s e
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missioner about excessive hours worked by signalmen and engine~
drivers, and in reading Fitzpajt;_'ick's reply to the House he commented:

"That is the reply of the gentleman who, by law, is
authorised to give it ... but ... such things should not
have happened, and I think that in any well-regulated

.- business establishment they would not have happgned.” .

6 days a week'', and if he heard of this happening he would soon put a
stop to it if he had the power. G.M. Prendergast, an early Labour
leader, was soon alleging that Bent was carrying out his will by threat-
ening to drive dfficers out of the = railways, and the Minister made a
tacit admission of one such case.22 BRent's out of character perform-
ance in handling the 1903 Act will shortly be deseribed - more in
character were his tactics in employing four men, on a fee basis and
unconnected with the railways organisation, "to make inquiries ...
when the general public have made complaints, and I could not get the

[
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- have a share of the railway market. He also fixed the contract price.

voluntary starvation of maintenance to curry political favour., —wii o]

T4

information in any other way.'23

Few members saw anything wrong in this situation; - to most Bent
was doing a much better job than, for example, Gillies had, as Parlia- i
ment's "watch-dog". All this derived from the fact that the Minister of i
Railways did not have a clearly subordinate department which he could.
call his own. As a public corporation, the Victorian Railways possessed
greater autonomy than the normal department, and could exercise
numerous powers in its own right. Bent's small "secret service" was
in a way the forerunner of the embryo "Ministry" which now operates in
Victoria as a kind of secretariat to the Minister of Transport in his
dealings with associated public corporations. :

Soon after becoming Premier as well as Minister of Railways in o
1904, Bent prevented the signing of a contract for two years' supply of s
New South Wales coal, and insisted that the VictoflaiNndustry should i

for the local coal at a higher price to encourage the industry, and the
Commissioners therefore claimed a recoup. But the whole recoup
idea was now constantly under fire: to a claim that it was time the
item disappeared, Bent answered "You are quite right"; to a request
that he wipe out the item, "I will".24 Surprisingly in view of the lack
of defenders, and fortunately for the Vietorian Railways, the recoup
clause survived Bent and remains in the Statute Book. S

But the principle involved did not survive unscathed. The Irvine
Government in 1903 had already taken unilateral action to reduce the 1
amount being paid as a result of the 1899 directions, which were still
in force. It had asked the Commissioners to submit a proposal showing
how this could be done, but the Government did not accept thelr scheme o)
and determined its own course - it halved the amount of reimbursement
in respect of the grain traffic order, The Commissioners pointed out
that they were entfiled by law to increase grain rates to make up the
difference; but they had decided only to go half way, thus splitting the ;
loss involved in the Government's part-repudiation of its legal obliga- ;. ]
tlons under the 1896 Act between the railways and their customers. 25 |
If the Government had complied fully with the law the railway revenue = . - .-
would have been greater by £ 24, 000; but despite this the undertaking ) 1 :
was beginning to show consistent profits owing to economic recovery, B
better seasons, improved management, and possibly (as later alleged) ~ - "~ |

In 1906 the Commissioners claimed only half the recoup they
were entitled to .following the 1903 adjustment, but Bent hinted that
he had brought about this further concession. He again announced his
intention of rubbing the recoup out altogether in the following year. On
numerous other occasions he made statements such as "I am no slave EEE
to the Railway Commissioners"”, and "I fancy if they tried that we would T
be able to put a stop to it". He gave orders concerning the introduction - -

S
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of tapering rates, and refused various bonuses and increments proposed
by the Commissioners.26  There was an argument about whether all
salary Increases had to be approved individually through the machinery
of the annual Appropriation Acts as the Audit authorities suggested, as
well as those over £500 specially reserved for ministerial approval
under the 1891 Act; and another about the Commissioners' suggestion

- that Parliament, which had authorised the payment of pensions to rail-

way employees, should also provide the funds to pay them under the
recoup clause. The Commissioners were criticised in Parliament on
these and numerous other grounds, and when Bent asked them to furnish
a reply there was much plain speaking on both sides. The passage
where he read their reply out to the House, interlacing it with his own
sarcastic comments, makes amusing reading indeed.27 One quality
Bent did not possess was loyalty to his "department" - but he would

have argued that it was a most improper department in that he did not
have unfettered authority, and that this circumstance excused his unkind
references to it. Since it was not really a department at all, his position
was certainly an anomalous one. To those who believed in full ministerial
control and responsibility, the restrictions imposed on the Commission-
ers in 1891 did not go nearly far enough. '

A final Illustration of the political involvement of the railways
management is provided by the revival of the Sunday trains issue in
1805, after the Commissioners began to operate special Sunday excur-
sions at substantially reduced fares. This had of course been reserved '
for political control in the original Railways Commissioners Act, and
was therefore technically a legitimate field for political interest. A
storm of controversy resulted, and before a compromise was reached,
an avalanche of petitions had poured into Parliament (250 between June
and August 1905), the Commissioners had explained that they offered .
cheaper fares on Sundays when other traffic was lighter because it was ——- 3
their duty to make money for the railways in every way they could,
their explanation had been described by sabbatarians as utterly sub-
versive of the desire of Parliament and the country, and the whole
range of prejudices on the Sundagr observance question introduced to -
complicate the rajlways! case.?



lL

76

S1X: EARLY TWENTIETH CENTURY DEVELOPMENTS

Further Inquiry and Legislation

It is necessary to return to the opening years of the century to
~ trace the movement for a return to the three ~commissioner organisation
~ Vale, one of the leading critics, was often attacking the irresponsibility
of the system, and his complaints were reinforced by a growing volume
of accusations that official or bureaucratic patronage had replaced the
. earlier political patronage. There were also other allegations of poor
. supervision and dishonest practices. Between the pessing of the 1896
" Act and the return of Bent, comments such as ‘these were frequently -

made Ny <2

-

»''(the, Minister was) a mere dummy, a figure-head o
placed at the department (who) simply came down to the
House and told honourable members what the Railways
Commissioner told him to tell them ... the Minister
did not know anything - it did not pay him to know. If
the Minister knew anything, he might be held respon-
sible...';

"it would be better if we had Ministerial and responsible
rule at the Railway department, instead of the bureau-
cratic absurdity which existed at the present time." 1

‘With Mathieson's reappointment or replacement pending, the
Government undertook to give Parliament another opportunity to dis-
cuss the question of railway management; and discontent was further
Increased when the acting Commissioner, Fitzpatrick, rightly or
wrongly gave his own brother a senior appointment. In August, 1801,
Vale moved for the appointment of a Select Committee to inquire into
"the system of promotion in the Railway Department, and its general
management, financial and otherwise''. Despite opposition by W. A.
Trenwith, 'then Minister of Railways, the motion was agreed to, 2
and the Committee, which functioned under Vale's Chairmanshlp,

~eventually acquired the status of a Royal Commission to keep it to-
gether a.fter the closmg of the Parliamentary Session. = = .=

7 It ‘submitted - progress reports on appointments and pro- e

motlons and on fares and freights; and then a final report on the
generalmanagement of the undertaking was presented in September,
1902.3  Among other things the'Commission considered that there
was frequent use of official patronage, that there was inequality in
the treatment of staff, that the system of appointments and promo-

tions was without method, and that the staffing provisions of the legis= " -

lation were "strained in a way never intended by Parliament'. -1t -
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also criticised time-tables and merchandise and passenger rates, and ex-
pressed grave doubts about the merits of the recoup provision, 1t con-
cluded that accounts were not properly kept and did not correctly repre-
sent the working resulis of the railways, that there was an indefensible
lack of provision for depreciation, that trains could be operated at

higher speeds and do more work, and that they could be run more cheaply
by judicious use of brown coal. For all thes? redsons the Commission
concluded that ""the experiment of so-called non-political management of
the railways has not been satisfactory either to the general public or the

. employees of the Department". It therefore recommended the sub-

stitution of a board of three, of whom the Chairman would be the Minister
of Railways, with power to veto major declsions going against him subject

to reporting the circumstances of each veto in the annual reports tabled
in Parliament.

Independently of the Royal Commission's deliberations, Trenwith
announced that the Peacock Government had come to the conclusion that
the rallways were too large for one man to be able 40 manage satisfactorily,
and that there should be a reversion to control by three Commissioners,
one to be selected for special business capacity and the other two rallway
experts. However, the Government was defeated before it was able to
prepare the necessary legislation, and it was left t{o the incoming Irvine
Government to act on its suggestions. The Royal Commission was com-
posed mainly of parochial politicians; it was certainly less expert than
the 1895 Board of Inquiry, and even though there is no reason to doubt
the validity of many of its findings it is not surprising that its recom-
mendations had no more effect on the 1903 legislation than did those of

the Board on the 1836 legislation. Both the Royal Commission and the
- Government favoured a three-man authority, but there was no sugges-
tion of a ministerial chairman in the legislation and no significant change

in the machinery for political control.

Even before the Bill was Introduced the Premier, W.H. Irvine,
announced the gelection of Thomas Tait (who was Manager of Transpor-
tation in the Canadian Pacific Railway Company, and "free from the
associations and untrammelled by the atmosphere which necessarily
influences all those who have been brought up in connection with the
bureaucratic management of State railways') as Chief Commissioner
at a salary of £ 3, 500 p.a.d With the Government's intentions known
there was little excitement about the Bill, and Bent as Minister of Rail-
ways not unnaturally, in view of his earlier attitude, seemed to lack
enthusiasm in introducing it. He gave a sketchy and inadequate des-
cription of its provisions, doing little more than to explain that the
Government believed such a large system warranted three Commis -
sioners, and adding the information that Tait would be assisted by
Fitzpatrick as one Commissioner and C. Hudson, General Manager

of the Tasmanian Government Railways, as the other. He commented
that the Bill was: '
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""based upon such business lines that it must meet with the
approval of the business men I see before me ... the
commissioners are to be a body corporate, and ... the
property shall be transferred to these gentlemen, and I
hope transferred with such conditions that at any rate
the whole grasp will not be taken out of the hands of this
House.'

[ v
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He also hoped that the gentleman 'from Canada would prove as good as
was expected, and concluded that "the pleasures of hope are very pre-
dominant in me ton:.ght” ! 6

f

Always_,-suspicmus of public bodies in which ministerial control :
i+ was limited, Bent had the personal misfortune to be associated with two !
. 15 of the greatest architects of the public eorporation Australia has known, o

B ' Irvine and George Swinburne, whose contributions have been recorded ,
o I : 'by Eggleston and Professor Sawer, 7  However, neither they nor W. A. {
Watt who followed them were very closely acquainted with the Victorian !

™1

Railways, and this perhaps goes some way towards explaining why the
railways did not enjoy all the advantages of other corporations created
by them. : ° Irvine eventually found it necessary to move Bent from
the railway portfolio, although he quickly regained the reins when he
succeeded to the Premiership. Even after this, however, he was not
always able to have as full political control over public enterprises as
he would have liked. For example it was his Ministry,through the per-
sonal efforts of Swinburne, which founded the State Rivers and Water
Supply Commission (a model for many other Vietorian public corpora-~
tions); and it is recorded that Swinburne virtually rebuked him on one
occasion for criticising the right of the Chairman of this Commission
to make a statement of policy.8 ;
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_ During the debate on the 1903 Bill® one Minister stated that
Cabinet had examined closely the proposals of both the 1895 Inquiry
Board and the Royal Commission before drafting the Bill. While it
had-seen merit in the Trust idea put forward by the former, ‘it be-
lieved that very high salaries would be needed to attract capable
business men for full-time appointments, and that if they were re-

— quired to serve part-time only there was a danger that the duties

would be performed in a perfunctory way. Cabinet had decided that

if it could get the right men it would be wiser to return to three ex- .

X . pert Commissioners., They would be appointed for terms not exceed-
‘ ing four years (it was subsequently recorded that the reduction from
the seven year limit was made to fit in with Tait's wishes 10 ), and
. the procedure for resolving disagreements between the Chief Com~

- missioner a.nd his colleagues would revert tq the 1383 method., ‘

- A few members still preferred a board or a trust but interest o
O in the organisational aspects of railways management seemed fo - Luie e
slacken noticeably after the Vale Royal Commlssion, and the Govern- R

———
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.the Acts of 1883, 1891, 1896 and 1903. However, with the consolida«~-
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ment's proposals were quickly accepted. There was even a general
feeling that too much had been made of the deficit in the past, and that
by comparison the results of the Speight period were not so bad after
all. Members now argued that people had overlooked other benefits
such as the value the railway system had added to real estate through~
out the country (and therefore to government tax receipts') and the
fact that if money had not been gpent on railways\much more would
have been needed on roads. Parliament was prepared at last to-
recognise that the Commissioners had been heavily handicapped in
having to carry the enormous interest account, much of which had
been incurred by the politicians in their decisions about new lines.
However, it was becoming easler for Parliament to be generous in

its attitude for a marked improvement in the trading position of the
railways was already apparent, and this endured up to the First World
War. Except for the separate representation issue (which affected the
rank and file rather than the management and will next be described)

and a few questions of detail, the process of experimentation was at
last disposed of.

After the passing of the 1903 Act 11 there were four geparate
pieces of legislation affecting rallways management on the Statute
Book, each partly amended by another but not wholly superseded, i.e.

tion of the Victorian Statutes the surviving provisions of each were

incorporated into a gingle Act, and together with Iater amendments it
is in this form that they now operate, 12 L

Further legislation had been expected after the new Comrnis-'
sioners had familiarised themselves with the system, Bent avowedly
looking for a way to do away with the recoup clause. He did intro-

duce a fairly comprehensive amending bill in 1904, but owing to pres- o

sure of time (and possibly some dissuasion in Cabinet) all clauges

limit to the Accident Fund, and ~ more important - creating two new
funds, a Rolling Stock Replacement Fund and a Rallway Loans Repay-

- ment Fund. The latter provisions represented a first step in the

long and difficult road towards adequately providing for depreciation,
ma.intenance, renewals and reserves :

" The Separate Representation Issue o ‘ ,' '

After the defeat of the unions in the strikes which became o
familiar following the collapse of the Land Boom, their leaders
attempted to seek redress for the wrongs. of which theymained
through political action. The Labour Party was formed, and if for
years it succeeded in gettingonly a few members elected to Parlia-
ment, yet its 1nﬂuence - conditional support for various governments

~ were dropped except those delaylng the operation of by-laws until .one -
~ week afier publication in the Government Gazette, amending the upper
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at the price of policies favourable to it - was much greater than its

himbeérs. Besides, with a wide franchise, all politicians had fo con-

sider the demands of the-many unionists within their electorates. As

the railway system grew, so did the number of its employees depend-

ing for their welfare on political action; likewise with the regular de-

partments of the Public Service. The tendency of these interests to

¢ form pressure groups was encouraged by the frequent attempts of

f— . Governments to restore financial order at their expense, -e.g. salary
: reductions, stopping of increments and general retrenchments.

- - (IS
R U U

A great struggle began with the Irvine Ministry's Salaries Re<«
~ trenchment Bill of 1802, "In"Augusta large meeting was organised by
= ' “Public Service Associations, using as their spearhead the rajlwaymen
who had threatened that if the retrenchment went through '"the wheels
- would not go round". Sufficiently strong pressure Wis exerted .to
-produce a parliamentary majority against Irvine's. proposals. P
He' then appealed to the country, and his Government was returned ;
7 with a large majority. Election candidates had received circulars - ‘ ¢
3 from the Service Associations asking them to declare themselves on '
the issue, and when the new Parliament assembled members again
felt their pressure - however, while the public and railway servants
E were a very compact minority, the return of the Government showed
that the electorate at large resented their attitude, 14
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= Nevertheless, as Eggleston remarked, "the public feeling was
transient, and the service influence was constant’. Irvine set out to
overcome the ""overweening political control over the affairs of this
country" exercised by a minority interest conceérned only with securing
sectional advantages, whose vote was ""like a wedge in every constitu-
ency" and frequently gave it the balance of power. He introduced a
Constitution Bill which included among other reforms the unusual pro~ -
- posal that the public and railway officers should be placed on a separate .-
electoral roll and be given separate representation in Parliament. In '
support of this proposal, Irvine stated that the railway employees had -
formed their own "classification committee" and prepared recommen-
dations for salary Increases - in a.deputation they had threatened him:~
by hinting that refusal to accept their demands had led to the downfall
of another ministry. The Bill passed, but Eggleston later wrote
.that its discriminatory nature was offensive to a majority in Parliament, :
.. and that Irvine carried it only with his forceful personality and his threat . ..o .;
~ to resign if it did not go through, 15 T e
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_ -~ The Actl® provided that one member of the 68-seat Legislative

. Assembly would be elected by public servants on a separate roll, and

[ | : two by rallway servants on'yet another roll. In the Legislative Council

- / there would be ‘one member elected jointly by those on a public officers’

- ' oand railway officers' roll. The political influence of the State's OWR ypotinn o i
. servants was thus theoretically reduced from the "wedge in every con-

- stituency' to a mere four members of Parliament, -
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g The provisions did not operate until the following election. The :
first Parliament with separate representation was that of 1904 under
. , Bent's Premiership, the special representatives being:
2 Legislative Assembly: David Gaunson, representmg Pubhc ' '*
' Officers . . o E
_\ -
K . Martin Hannah representmg Railway ;
N - ' o Officers e :
e Y ‘ R.H. Solly, representing Railway ::
. . Officers ‘;
Legislative Council: W.J. Evans, representing both Public _'; .
- . and Raillway Officers . Y
a Experience showed, however, that while these representatives certainly
raised a number of issues concerning their special electorates, they - *
| were by no means the only ones to do so. : s Lo

11- ‘n‘ {-!(L W

The railway servants' “representatives in particular came into
Parliament pledged to repeal geparate representatlon which they
claimed cut off a large number of intelligent people from their fellow
citizens and placed a stigma on them - since there were many other ,
E ... pressure groups all using political influence they asked why only one --- = -~ weeee
i should be singled out for discriminatory treatment. They were in the '
, main Labour Party men, for the separate representation legislation
[ had had the effect of uniting State servants behind that Party in an en-
8 - deavour to seek other means of exerting pressure. 17 ‘
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. Within a few days of the 0pemng of the Session, Hanna.h intro-

[ duced a Bill to repeal separate representation. Although this was =

L . shelved, he persisted over two Sessions and his campalgn was finally T
. successful. He extracted a promise late in 1905 that the Government ‘

[ ~ would take over and proceed with his Bill. Bent obliged in July, 1908,

= commenting that if the special representatives did not abuse the

Government enough their constituents still turned to other members,

and pointing to the anomaly that Commonwealth Public Servants and

even State pensioners and supernumeraries (i.e. temporaries) were

not included in the separate rolls. Parliament showed no desire to . ,

persist with the reactionary leglslat:.on, and it was quickly repealed 18

-

[

1
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Largely through their connection with the Labour Pa.rty, rail-
way employees gained ° . Classification Board, statutory appeals
tribunals and access to the Arbitration Court, and their organised
pressure has continued to bring results. (They have also, but unsuc-
cessfully, sought the right to elect one of the Railways Commission-
ers.l9 ) However, as unionism has been accepted, this state of affairs
. has also become a recognised part of the Australian scene despite
) occasional managerial protests. Fear of pressure by organised public
 servants, which was very potent in the early years of the century, has
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_ largely disappeared, and management has generally accepted both the
-~ : inevitability of compromise and the desirability of co-operation with
[ staff associations.

The System Comes of Age

With the repeal of separate en'iployee representation, the Vie-
torian Railways organisation settled down to a stable if not always

& happy existence which has endured to the pregent day. The three-
L8 commissioner system of management re-established in 1903 has not
changed; nor has the basic framework of political control con-

i

structed by the 1883, 1891 and 1896 Acts. A few additional. specific
controls have been imposed in new fields such as electricity genera- .
tion, road motor services and level-crossing closure, and some
capital expenditure controls have been incorporatéd in the Annual Loan
- ‘Application Acts and the Act creating the Public Works Committee .-
which replaced the Rallways Standing Committee in 1835.21  And ,as
recently as the last decade a few (but too few!) of the old restrictions
on the Commissioners' powers were removed (e.g. approving over-
time payments and letting of minor contracts cutside Victoria).22

But these - are. merely adjustments to the existing framework; they
have nothing aboutthem of the revolutionary path-breaking vigour of

the earlier years with which this study is concerned. Moreover, unlike
— . its New South Wales and Tasmanian counterparts, the Victorian Rail-
ways organisation has been little affected by the establishment of trans-
port regulation and co-ord_mation machinery.

By 13086, then, the Rallway Commissioners organisation had

come of age; and there” ‘hag since been little further argument
| about it in Victoria. C
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SEVEN: ASSESSMENT OF THE VICTORIAN CONTRIBUTION

7 A What are the conclusions to be drawn from this case study in the
development of Australia's ploneer big-business public corporation?
First, it is necessary to emphasise once again the vital role the rallways

- played in community life during the half ~centliry~cdovered bir this study.
( They were the first mass transport medium; before them were only Cobb
¢ and Co'sS. coaches, the horse and buggy, and the bullock team for heavier
| loads. Roads were poorly developed, tram systems in their infancy,

f and other transport media such as the private motor car, the bus, the

truck and the aeroplane still unknown. The railways were, therefore,

vital to all Vietorians who wanted to travel or to get goods and produce

to markets. Their prosperity and even thelr personal safety depended

on the efficlency with which the service was conducted. :

" Thus the railways were more intimately connected with the lives

[ of eitizens than it would be possible for any single public enterprise to

(-

be today; and as a result any neglect on the part of their management,
or any disturbance in their operations, could not fail to arouse great
interest and controversy. Itwas in this atmosphere that Vietoria
embarked on the great administrative revolution leading to the popular
development of the public corporation. B :

It is worth repeating that those responsible for this revolution
had little awareness of similar developments elsewhere that they could.
copy ~ it is rather doubtful if there were any of sufficient relevance,.
for acceptance of government enterprise came early in the Australian 7
colonies, and most non-ministerial organisations in the past had operated
in far less democratic societies. The functional difference from existing

boards and commissions in Britain and Australia wag very great, as was ~——— -

the difference in terms of scale and complex'i'ty.'r Indeed, the fact that
problems of personnel, organisation and management first came to a
‘head in the railway undertakings (although of course not unknown in other
fields) suggests that these have a good claim to being regarded as the
first public organisations in Australia, either departmental or corporate,
with those bureaucratic characteristics defined by Weber and so familiar
today.l. The only models the Victorian legislators seemed aware of ‘
-~ were the private raillway companies, but while various analogies were
- drawn there was no agreement on how these could be translated into the
sphere of public administration. Throughout this process of experimen-

y - tation the Vietorians were striving to effect democratic reforms in other

i directions;2 on the subject of responsible government they shared the
\ contemporary British attitude even though their appreciation of details
may have differed. Their experiment in railway management, their
inventiveness in departing from orthodox ministerial responsibility
just as this was being accepted as the hall-mark of democratic govern~

ment, was therefore all the more remarkable.
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Their inventiveness, moreover, set an important precedent. The :

- basis idea of the public corporation removed from full and direct politi- - :
cal supervision was taken up before long in all the Australian States and
in New Zealand (although in the latter, after establishing a corporate ;
precedent for other public enterprises, the railway commission was

, aboligshed in favour of a rqversion to departmental management3). In
most States the relevant railways legislation set the precedent for other ?
public corporations, and in most of them the Victorian legislation was '

i used as the model for their own railway commissions, despite individual

variations in detzil. Even Sir Henry Parkes (whose own legislation in

New South Wales showed up in a remarkable way weaknesses in the

| il original Victorian Act) had to acknowledge his indebtedness to Victoria

K both for what he borrowed from that Act and for what he learned to -

avoid in it.4 = In the Australian Commonwealth Government system, it

was a Victorian, W.A. Watt (claimed by Eggleston to"be one of the 'big

three', with.Irvine and Swinbtirne, in refining the corporate idea in ~

| Victoriad ), who as Minister for Works and Railways in 1917 introduced

| a Bill, again on the Victorian model (except for substitution of a single

Commissioner), for the establishment of a corporation to manage the

Commonwealth Railways. Under Watt's guidance and in the less parochial

atmosphere of the Commonwealth Parliament, however, this Act enjoyed

the spirit as well as the form of its Victorian forbear. -~ .as the foregoing

study indicates, the spirit was often lacking in Victoria.

. In particular, many of the railway acts copied the Victorian

-suspension provisions, the main Victorian financial and reporting :
arrangements, the conditions under which ministerial directions could ¢

/ be given, the recoup idea, and the reservation of specific matters for : B

; -ministerial approval (such as in contracts and salaries above set o Co

' 1 . '

———

limits),8  And these provisions were then carried over to other cor- o
+ porations. ~The Commonwealth's War Service Homes Commission, = =~ =~ 7 i
for example, was obviously modelled on the Commonwealth Railways i
Act. Most Australian corporations today retain the higher contracts -
; - and senior staff salary controls (although of course the limits may . o
- ‘have been varied), and they continue to reflect in many other ways '
the early Victorian Railways legislation, even though later develop~ )
ments have brought modifications. The parliamentary review of R oo
suspensions is now often dispensed with, although rarely so with » . Bl
railways. The formula for ultimate ministerial control suggested by =~ = . o
the 1936 Royal Commission on the Banking and Monetary Systems is I

different in detail, but its basic idea and its purpose are the same as
those of Section 24 of the 1891 Victorian Act. Perhaps the most
| significant change is the separation of the finances of various cor-
_ . porations from the Consolidated Revenue, although again this is un-
, usual although not unknown in Australian railway systems.  The
. 7" creation of the British Broadcasting Corporation in 1926 furnished a
ol 1
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clear external influence (i.e. on the form of the A.B,C.), and there
have no doubt been others (e.g. the Ontario Hydro-Electric Power Com-

mission). But it is not difficult to recognise further Victorian Rallways
influences in the organisation and control patterns of most Australian-
corporations: for example, the recoup system is operating not only in -

; various railway undertakings but appears in & refined form in the legis-

!
ll mission, which had some influence on Tasmania's Hydro-Electric Com-
!
s
|

v , lation constituting Trans-Australia Airlines and the Austrahan National
a (Shippmg) Line.

The Victorian Railways 'legislation thus pfovided the baisic‘:‘fra.me-

work from which the various corporate systems in Australia have de-
veloped. The essential structure, the addition to the older board pattern
of a new functional concept and a new relationship to the central govern-
ment, was a notable achievement arrived at by careful deliberation.

But it also seems important to recall that personality differences,
sectional advantages, subsequent misconceptions about the purposes of
the original Act of 1883, confusion about the nature-of various adminis~
trative forms, and old-fashioned ideas about the content of policy (rather
than objective assessments of the merits of particular cases) dictated
the shape of many of the detailed controls, even a number of those

which have been carried forward into numerous other corporations. The
personal reactions of leaders such as Service and Gillies, Shiels, Bent,
and even Speight and Syme, all played their part in the construction of
the impersonal organisation and control framework. Here as elsewhere,
history cannot be separated from the people involved in making it. How -
ever, where similar situations have developed in other fields (e.g. the
Commonwealth Bank in the early 193057 ) the reactions have not been
markedly different, suggesting that there may have been an element of
inevitability in the sort of solution attempted in Victoria :

Whether the Victorian experiment had any effect on the develop-
ment of the public corporation beyond the shores of Australia and New
Zealand is difficult to say without a great deal of compara.t:[ve research.
Eggleston lamented in 1932 that:

"British political thinkers who believe that social problems
demand an extension of State action are still groping for
an instrument and a set of sound administrative canons,
apparently quite unaware that a relevant experience ex~
tending over fifty years is available in Victoria." 8

It is not correct to say; however, that the Australian precedents
were unknown in Britain, although it is much more difficult to establish
that they had any influence. Successive waves of pressure for the
nationalisation of British railways (the advocates numbered some

important figures such as Sir Rowland Hill of postage stamp fame) had

resulted by the turn of the century in a considerable volume of litera-
ture on the subject, some favourable and some unfavourable; and some
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contributors did discuss the experiment of the autonomous railway com-
mission in the Australasian colonies.9 Probably only one of these
obsérvers had any influence in shaping forms of management - this was
Sir William Acworth of London University, who contributed to official -
inquiries and/ or reforms in India, Germany, Canada and U.S.A. But,
he misinterpreted Australian developments and wrote off the experience
as virtually valueless. (By 1920 he was referring to the conversion of
the Canadian National Railways to publie ownership under the board
form as a ''wholly new departure in the management of a great concern
publicly owned ... (and) in line with developments after which we are
,dimly groping here at the present moment".10) And yet there was to

be at least one further show of interest in Britain: at the time of the

Samuel Commission on the coal indu_stry in 1926, some ''private memo-
‘randa' circulated by the Joint Research and Information Department of
the Labour Party and the Trade Union Congress cited the Australian

" State Railway Commissions as well as the Canadian National Railways

and the Ontarioc Hydro-Electric. Power Commission in support of
schemes for the nationalisation of the industry.11l ' R

The indications are, nevertheless, that the Australian prece-
dents had little effect in shaping British forms; and that the existence

. of basically similar forms elsewhere today is a further expression of

an inevitability that detailed ministerial control would not adequately
meet the requirements of public enterprise, that alternative adminis-
trative techniques would therefore be sought, and that the public

- corporation along lines more or less similar to those developed in

Australia would be the resuit.

There was one important Australian contribution - The Govern-
ment of England, published in Melbourne in 1867 - to the growing
literature on the English Constitution which, after the middle of the
century, attached increasing importance to the virtues of ministerial
responsibility, Its author, Professor W.E. Hearn, was actually a
member of the Victorian Legislative Council in 1883, What was his
reaction to the departure from orthodox ministerial responsibility

~ then propogsed? - . :

His misgivihgs lend somé support to the foregoing_ suggestion
of an inevitability that ordinary public service methods, particularly

‘in the nineteenth century context, would not be regarded as suitable
for the operation of public enterprises. He did not believe that per~ -

formance of the duties of a common carrier entered into the proper .

. function of government. However, he would support the Bill in
- order to eliminate the existing abuses. This seems to have been a

half-hearted attempt to excuse the deviation on the "hiving off" basis
developed particularly in Prussia, whereby functions of an executive,

operational, or mainly non-administrative nature were located in non- _

ministerial organisations - but the men who drafted the Victorian
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legislation had no interest in what was going on in Prussia. In other
words, because Professor Hearn ¢onsidered the operation of a railway
to be a most unsuitable function for government, he was not tempied to
apply the usual governmental principles to it.12 It was also significant
that, while during the 1883 debates writings on responsible government
were.virtually ignored, a number of members took the trouble to fami-

liarise themselves with the latest British and American literature on
railway management.

Within Australia the debt was not completely one-sided. Victoria

“was clearly first in the field with the railway c ommissioner system, 13

and its invention of this basic pattern was a major contribution to the
machinery of government, which the other States generally acknowledged
as they followed it. But as they adopted the Victorian pattern they
generated their own processes of experimentation, and Victoria in its
post-1883 developments was not averse to borrowing their ideas. Thus
New South Wales saw the need to separate management and construction
functions from the beginning, and Vietoria copied this idea in 1891; 14
South Australia changed after a few years to a single Commissioner (a
change since adopted in most Australian. States),and it'was this lead that
Victoria followed in 1896, even though temporarily; and Tasmania con-
tributed the idea of the Stores Suspense Account, which Victoria was
happy to follow also in 1898.

The sensational background to many of the experiments out-
lined ‘above seems in itself to have established another precedent. Not
only in the Victorian Railways has the attempt to provide conditions of
managerial freedom for public enterprises operating within a democratic
governmental system produced new important problems quite apart
from the old ones it was intended to solve. The very nature of adminis-
tration assumes that there will always be problems to solve, but difficul- —.--
ties are exacerbated when ill-defined or poorly understood limits of
authority bring out jealousies and conflicts, and confuse the location of
responsibility. The public corporation form is more prone to these
faults than the department, whatever its other virtues. Some of the
greatest upheavals in Australian public administration have been pro-

-vided by crises affecting public corporations and their relations with

the central governments; e.g., the New South Wales Railway Commis-
sioners who resisted that State's first Labour Government in 1912 15

and later fell foul of Governments of both political parties during the
stormy Lang era, 16 the War Service Homes episode of the early 1920, 17
the Commonwealth Bank's conflict with the Scullin Government already
referred to, and the affair of the Australian Aluminium Production Com.-
misgsion a few years ago.18 Other difficulties of this kind, although of
less sensational character, have emerged in relation to the A.B.C. in
the late 1930s and early 1940's; 19 and to C.S.I.R.0O,'s predecessor, the
Council for Scientific and Industrial Research, over the security question
at the end of the war. 20 Nor is it hard to find overseas examples - to
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mention four, the Tennessee Valley Authority in its early years, the
British Overseas Airways Corporation during the War, the Overseas
Food Corporation of ground-nutsfame andthe. Indiar-Life Insurance.Cor -
poration. 21 The Victorian Railways not only pioneered a new adminis-
trative form, but the reactions to the problems that form presented

- anticipated the reactions to other episodes with similar undertones
which have since arisen.

How far ahead the Victorians were in providing in 1891 for a
general discretionary ministerial power of direction may be gauged by
a few references to developments affecting other public corporations.

{In Australia such a power had originally been proposed by Labour for
- the A.B.C., but it was resisted by the United Australia Party in 1931.
But before the decade was out the new responsibility of the Government
for the health of the economy had become apparent.and had emphasised
> the need for greater co-ordination in national policies and expenditures -
the same Party therefore included a provision in the abortive National
Insurance legislation to the effect that the incorporated Commissioners
were to be subject to the control of the Minister.22 Both Labour and
non-Labour governments have extended similar provisions (sometimes
subject to the "control", sometimes the "directions", of the Minister)
to a number of corporations created in the post-war period, e. g. Aust-
ralian Shipping Board (1946), Australian Whaling Commission and
C.S.1.R.0. (1949), Flax Commission and Australian Atomic Energy
Commission (1953). And both U.A.P. and Labour governments in New
South Wales from the late 1930's provided similar controls over cor-
porations such as the Western Lands Board, Milk Board, and - after a
long rearguard action - the New South Wales Railways (in 1950):

Looking beyond Australia, Professor W.A. Robson has remark-
ed that first-generation British corporations were subject to ministerial
approval only on specific matters individually prescribed by statute
{(¢f. Victorian Railways in 1883). It was the post-war Attlee Govern-
ment which made the general directive power on matters affecting "the
national interest" a common feature of statutes creating boards to
manage the nationalised industries.23 A, H. Hanson has commented
on the link here between the advent of the general ministerial power
and the accession to office of a government committed to economic
planning.24 The first case of a general.directive power in Canada

- occurred with the creation of the War Assets Corporation in 1944; and
- the practice there is gradually being extended. 25 T N

Comparing public corporations in 1937, John Thurston con-
cluded that the existence of such a power made the Victorian Railways
little more than an ordinary department in terms of managerial inde-
pendence.26  Yet within a short time a pronounced swing towards the
Victorian position had developed, to the extent that by 1954 the general -

“power could be describedas "the crux of ministerialcontrol'in the British °

nationalised industries,27 as it already had been in the Victorian .
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Railways for over half a century. Thurston was by no means alone in
arguing that this went near to destroying the whole concept of the cor-
poration, that real autonomy was its essentialBall -mark. Indeed, it
has only been during the 1950 that there has been any substantial
acceptance by students of administration of the proposition that the

. public corporation can only be reconciled with the democratic state by

providing clearly that governments should aluf'aijs»'be able to0 intervene
in matters of importance to them.28 The corollary, of course,.is

that they must exercise restraint in matters not genuinely important. 29
Without arguing that Victorian Governments have necessarily succeeded
in this respect, one must once again acknowledge Victoria's pioneering
role - despite some sympathy with the unfortunate Commissioners in
the conflict which precipitated the change of 1891.

The 1896 Act likewise pioneered a major development - the
"recoup" idea. Holman in New South Wales in 1916 and Watt in the
Commonwealth Parliament in 1917 both acknowledged that they were
copying the Victorian provision. When the Herbert.Committee of In-
quiry reported on the (U.K.) Electricity Supply Industry in 1956 it was
concerned that thé enterprise should be conducted on business lines,
and that any deviation should be undertsken only on precise ministerial
instructions - ''the line between the Government and the industry should
be clear for 2ll to see'. Accordingly, the latter should be subsidised
by the Exchequer to the extent that additional costs were incurred as a

- regult of ministerial directions. One observer considered that the

Report might foreshadow a "considerable change ... (in) the concept
of the public corporation fashioned since 1945'", 30 But the practice it

recommended had been part and parcel of the Victorian scene since
1898. '

The VictorianRailways legislatioxi contributed to the ;diﬁ‘iculty
about proper observance of the corollary of self-restraint mentioned

~above, but this weakness has been shared by many other corporation .

statutes and is not easy to remove. The 1891 Act attempted to Ilimit

the directive power to matters of finance or general policy; but ex-
perience has shown that almost any subject, no matter how petty, can
with political ingenuity be classified as policy.31 It is noticeable

that, following appropriate comments in the Public Accounts Committees

- 21st and 22nd Reports in 1955, thé_”_'Commonwealth has'attempted to de-
- fine the role of the Minister more carefully in its corporate legislation ~

. perhaps the best illustration is the Export Payments Insurance Corpora-

Ctlon, 32 B L

The 1883-Act had embodied the hope that the railways would pay,
but it also admitted a developmental object, thus conceding that Trea-
sury subsidies might be necessary. In the event these were so great
that some direct government control over expenditure was inevitable..
But the 1883 Act was not adequate in this respect, leading to the crisis
of 1890-2 and the need for further legislative experiments. Left to
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themselves except in matters of high policy, and with greater financial
independence and a more generous application of the recoup idea (espec-
ially in relation to non-paying "political' lines), the railways would over
the years have been in a much healthier financial position; and the need
for politic;al control would therefore have been less. But the average -
Victorian politician would not permit this. The history of the Victorian
Railways over the period covered by this study suggests that, while
Governments and Ministers were certainly not backward in Issuing-direc -
tions and maintaining other controls permitted by the Railway Acts, there
was an even greater amount of illegal political activity (i.e. not authoris-
+ed by specific provisions of the Acts) interfering with the operations of
“the system. Co

This attitude coloured the 1891 Act especially, and was in turn

reinforced by it in that the limits between legal and«llegal activities

- were confused. That Act increased the area of political control, but
on the one hand the direction and approval clauses still attempted to
draw limits (despite the difficulty of interpreting the word "policy",
mentioned above); on the other, the clauses relating to ministerial and
parliamentary access to information drew no such limits. There was

- no willingness to regard matters not included in the direction and
approval clauses as being excluded from normal political processes,
and no inclination to regard the railways organisation in the same light
as the House of Commons did the British public corporations when it
accepted refusals by Ministers and Speakers to allow questions which
assumed that they were either government departments’in the usual
sense or equally accountable with the departments. 33

It would seem that the very precedence of the Victorian Railways
in the corporation movement has been to their disadvantage: for only
as that movement gathered momentum was it recognised that a new - -
species of public authority had been created. Once this fact was accept-
ed, it was easier to justify new financial methods and so on. The rail-
Ways never quite escaped from the web of departmental tradition, even
though they pointed the way for other public enterprises, This difference
- was underlined in 1949 by the English investigator, John Elliot, when he
contrasted them with a second-generation Victorian corporation:

"The State Electricity Commission is a good example of ————
= . State enterprise freed from direct Treasury and Govern- =~ © " '~
" mental control; the State Railway, its natural partner, =
-~~~ - has suffered, and is still suffering from all the frustrat-
ing defects of a machine tied hand and foot by Parliament."34

‘The 1883 Act was a first step - the general experience with
' public corporations shows that some refinement was inevitable, but it
also presented great opportunities. Both it and the refinements which -
followed have been influential to a major degree in shaping the Australian ce
‘machinery of government; and they have predicted in a remarkable way v oo
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similar developments elsewhere. The foregoing study suggests, how-
ever, that the inventive genius came in bursts, and after 1883 in a sur-
prisingly off-hand manner as witnessed by the treatment of what were .
the most important gains in the later legislation, the general "policy'
control of 1881 and the recoup clause of 1896, This genius, moreover,
was never sustained long enough to take full advantage of the oppor-
tunities it had created. History has proved the é}"eat importance of
Victoria's pioneering contribution to the concept of the public corpora-
tion;. but as far as Vietoria itself is concerned, the verdict that it
»!"squandered its opportunity” in relation to civil service reform 35
(which it also pioneered, in so far as the Australian colonies were

concerned, in 1883) is to a largé extent true also of its railways during
the period covered by this study.

<7

=

et ST

[t SN ST NP EELT SN

P he . e e - Ve
e T L e S e Vet T e e iy, e AT

e

Tl WSS

4 s e —

ir .

L DA —— R e L -

Ty— T e



N

{1
‘NOTES

CHAPTER ONE

pp. 1 -4

.~ T bl

1. G. Sawer, "The Public Cerporation in Australia®t, in W. Friedmann (ed.}), The Public Comora-

tion, Toronto 1954, p. 11; and T.H. Kewley, "Some General Features of the Statutory Corporation in
Australia™, Public Administration {Sydney), vol. 16, p. 3. i

L

2. A. Deakin, The Crisis in Victorian Politics 1879-1881, Melbourne 1957, pp. 11-12,

3. C.D. Allin, A History of the Tariff Relations of the Australian Colonies, Minneapolis 1918, p. 169. ..

4. E. Jenks, The Govemment of Victoria (Australia), London 1891, pp. 378-9.
5. E.H. Sugden and F.W. Eggleston, George Swinburme, Sydney 1931, p. 43.
€ )

6. H.G. Turner, A History of the Colony of Victoria, Vol. 2, London 1904, p. 177.

7. Centenary Celebrations Couneil, Victoria - The First Century, Melbourne 1934, p.358. Bent's
official title at this time was "Commissioner of Railways'!; but the application of the word "Commis-
sioner' to Ministers was a carry-over from the pre-responsible government period, and should not be
confused with the non-political commissioners who manage public corporations. |

8, And probably a desire to tap the Riverina and Murray Valley traffic before the New South Wales
rail system got there. '

/9. T. Hytten, ""The Finances of Australian Ra.ilwa?s in Relation to State Budgets", in The Econo-
mics of Australian Transport {(Supplement to The Economic Record) 1930, p. 23.

\,I’O. F.W. Eggle‘ston,l Public Utilities in Victoria, Harbison-Higinbotham Prize thesis, University of '
Melbourne 1931, Ch. 4, p. 45, .. C e e Ca - R
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" CHAPTER TWO

pp. 5-12

i. Melbourne, Mt Alexander and Murray River Railway Company Purchase Act 19 Vie. No. 15
(1856). This was, however, hardly a radical change. From its inception in 1853 the Govemnment had

granted land to the Company and guaranteed interest on its share capital; and in consequence of this -: -
it enjoyed the right to nominate two of the Company's six directors to watch the public interest, CooEn
Similarly there were two Government nominees on the board of directors of the Geelong and Melbowrne

Railway Company - T, A, Coghlan, Labour and Industry in Australia, Vol. 2, Oxford 1918, pp. 836-7. .. -

Cf. New South Wales where from 1853 to the acquisition of the private Sydney Rajlway Company in -
the following year, the Government appointed three of the six directors - see my article YEarly Rail-
way Management Legislation in New South Wales "', Tasmanian University Law Review, Vol. 1, p. 449,

2. Victorian Hansard (first series),Vols. I-II, Pp- 1182-3; and Act 21 Vic. No. 31. {The example
of the Board of Trade in Britain apparently had some influence here.) See also-W.E. Heam, The

Government of England, Melbourne 1867, p. 258. Proposals for a Board of Works were also current in
New South Wales after 1854, but were not implemented - see "Early Railway Management Legislation
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Chapter Two (pp. 5 - 12) continued,

in New South Wales", op, cit., pp. 450-1.

- 3, For a comment on this use of the word ""commissioner'’, see note 7 to Chapter One.

4, Act 25 Vic. No. 62 (this was continued by Public Works Statute 29 Vic. No, 289). Also Jenks,
op. cit., pp. 283-6, and lists of Ministries in H.H. Hayter, Victorian Year Book, 1885-6, pp. 12-23,
A full list of Victorian Ministries Is contained in the official publication, One Hundred Years of Re-

_sponsible Government in Victoria 1856-1956, Melboume 1956, pp. 202-41,

5; Cf. L.C. Webb, ""Freedom and The Public Corporation!', Public Administration (Sydnéy),
Vol, 13, p. 101.

6. Victorian Hansard (first series), Vol. V, p. 826; and Geelong and Melboume Railway Purchase
Act 23 Vie, No, 96, :

7. Railway Construction Act 21 Vic. No. 38; and Railway Management Acts 21 Vie. No, 40 and
27 Vie. No. 186.

8. - Parliamentary Papers No. 59 of 1859-60 and No. 10 of 1873, pp. 3-4 and pp. 72, 115 respec-
tively; and W.E, Heam, 2P cit., p. 258.

9, F.W. Eggleston, State Socialism in Victoria, London 1932, p, 117,

.10, Department of Political Science, Univemity of Melboume, The Government of Victoria,

Meiboume 1958, p. 16.

11, . Turmer, op. cit., pp. 197-202. Other information in this section drawn from e.g. Parliamentary
Papers A. 33 and A. 39 of 1858/60 (re Darbyshire), and 21 of 1862 (Appendix D - Report of Investigator
H.S. Smith, who received a fee of £100 a month plus secretarial assistance); and numerous references in
Vigtarian Parliamentary Debates (V. P. D, } especially during passage of 1883 Bill, e.g. Vol. 43, pp. 103, et seq.
The word "circumbendibui'’ was used by ex-railway sm've.yor Zeal, then in the Legislative Council {p. 801.})

12, Tumer, op. cit., pp. 242-4,

13 R w. Eggle‘“n: op. cit., p. 44. Also V.P. V.P.D., Vol. 43, p. 815,

14,  E.g. ibid, pp. 103-4, 252, 269.

15. B.B. Schaffer, ""The Idea of the Ministerial Department: Bentham, MJ.ll and Bagehot"
Australian Iournal of Politics and History, Vol. 3, p. 77.

16. ) 3 M. G. Willson, "Ministries and Boa.rds' Somé Aspects of Administrative Development Since
1832!%, Public Administration (London), Vol. 33, pp. 43-58; and Schaffer pp. cit., pp. 60-78. All
this is not to suggest that departments did not exist prior to the influences referred to in this paragraph.
However, they did not enjoy anything like 2 monopoly of the central administration (cf. Bentham's
criticisms of the large number of Eighteen Century administrative boards), and they had few of the
characteristics of the modern ministries.

17, This point is underlined by Sir John Craig's reference to the Northeote-Trevelyan Report as
"a figment .., having tacitly excluded two-thirds of the service', interested only in the inner core
of administrative offices and making "*sweeping strictures'' with no relevance to numercus other areas
of public employment sach as the Post Office: A History of Red Tape, London 1955, p. 184,
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Chapter Two {pp. 5 - 12) continued.

18, New South Wales and South Australia had actually had Tailway commissions when they achieved
responsible government, but they lost little time in abolishing them in favour of full ministerial controls
see MEarly Railway Management Legislation in New South Wales", op, cit., pp. 450-3, 468-9,

19.  Although the Victorlan Liberals were In the 18705 extolling the virtues of ministerial responsibility

- specifically in relation to the administrative agencies of that period: cf.” Berry's attitude mentmned at

pages 14 15, 18. -

20, E. g. a Marine Board was set up for the Port of Hobart very soon after Tasmania gained responsible
government in 1856, and a Victorian Royal Commission Report of 1860 led to the creation of the

Melboume Harbour Trust in 1877.

. CHAFTER. THREE

pp. 13-40

1. . E.g. The Age Centenary Supplement, 16~10-1954, p. 46; andE. Sha!m, An Economic History
of Austmna, Cambridge 1948, p. 305.

2. . John Wisker, '"Raﬂway Construction in Australia'?, Victorian Review, Vol. 7, pp.- 74, 83.
Local organisations did exist in some areas to exert pressure for rail conmections, but ever 2 decade
later, Sir Robert Hamilton (Governor of Tasmania 1887-92) considered that the "Wague, mistaken
idea'® that railways "are bound to create a traffic of their own ... has had more to do with the con-

© struction of useless lines than log-rolling pure and simple'! - MLending Money to Australia'?, Nine~ — =

.teenth Century, Vol. 32, p. 197.
3. V.P.D., Vols. 24-5, pp. 2-3, 7, 11, 18, 1425-7, 1896.

4. Ibid, Vol. 25, pp. 1425-6, and Veol. 43, pp.- 186, 204. Pearson's interest in the abolition of
patronage and civil service reform generally is referred to in J.M. Tregenzm, The Life and Work of
C.H. Pearson: 1830-1894,Doctoral thesis, Australian National University 1959, pp. 342, 352.

5. V.P.D., Vol 41, pp. 2682, 2700, CUT T 0w Lm0t o

6. Information in this and the following paragraphs drawn from various debates on railway ma.nnge-
ment 1n ibid, Vols. 39, 41 and 43 and from contempcrary Melboume Press.

7.‘ John Wisker, "The American Raxlway System and Qurst, Victorian Review, Vol. 9, p. 95.
Wisker could not then foresee that, after the loss of all his money and his seat in Parliament during
“the 1890's Bent would stage a remarkable return to politics in the offices of Minister of Railways

and Premier, with a Kn.ighthood thmwn in - for details of his pohtical career, see Sugden and o

) Eggleston, Geomge Swinburne, op. cit. , pp. 58-9,

8. .. v.p.n., Vol. 41, pp. 2768-91. Also e.g. Thegg , 10- 12-82 and The Age, 11-12-82.

¢

9. . Y.P.D., Vols. 41-2 (1832). Details of the 1882 Bill recorded at.ibid, Vol. 43, p. 182; and
Vol. 66, p. 750.

10. Ibid, Vol. 41, p. 2799, Inthe event., of course, it was a coalition government including
Berry which made the selections.

11. E.E. Morris records in A Memoir of George Higinbotham {Thomas's brother), London 1895,
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Chapter Three (pp.13 - 40) continued.

pp. 270-2, that the short-lived Service Government of 1830 offered him back his old job as Engineer
in-Chief.. He accepted this but died within a few months. The Argus obituary notice said of him:

e was prized because he always endeavoured to serve his country rather than to please the politicians
who flit across the scene,.. !

12. Tumer, op. cit., p. 238 for campaign details; and A. Pratt',‘. David Syme: The Father of Pro-
. tection in Australia, London 1908, pp. 173-5, for Syme's role,

n
4

13. It is usually rather hazardous to elzim that a genera] election result furnishes a government with
specific public approval to do a certain thing, but in view of the evidence of immense public feeling
on this issue I believe the statement made is Justified.

14.  Quoted afterwards by ex-Premier Sir Bryan O'Loghlen, V.P.D. , Vol, 66, pp. 750-1,

15, V.D.P., Vol. 43, p. 3; and Address-in~Reply Debate immediately following.

16. Ibid, pp. 103-12,

17. Cf. J. Reid, "State Railways", Sydney Quarterly Magazine, 1887, Pp. 140-1: V' .. a few
years ago the railways were, as it is called, removed from political influence, and placed under the
control of 2 board of commissioners, who were rendered independent of the Government of the day
-and responsible only to Parliament'. Yet Reid went on immediately to suggest that most mismanage-
ment had resulted from the influence of the Legislature itself. This was "peculiarly mischievous!!,

. With members grinding' "the axes of their constituents" and forcing governments "o gratify their
Supporters and propitiate their opponents', Parkes in New South Wales was shortly to highlight this
anomaly in the Victorian attitude - see VEarly Railway Management Legislation in New South Wales!!
ep:_cit., PP, _465'—?. . : ) '

>

18,  V.P.D., Vol. 43, pp- 419-20. This typifies the usual Australian lack of discrimination in the
use of the words "administrative™ and executive™ - cf. B, B, Schaffer, ""The Distinction Between
Executlve and Administrative Work", Public Administration (Syduey), Vol. 17, pp. 112-118,

19. Taylor had attempted not very canvinci;:gly to refute Bentham/'s criticisms of irresponsible
boards by arguing that "in these days responsibility is brought to bear (over the boards) with an
excessive and intimidating force - from The Statesman, 1836, cited in Schaffer, "The Idea of o
the Ministerial Depattment", op. cit., p. 67. ' '

20. V.P.D,, Vol. 43, pp. 308-9.

21, The following details of debates on Railway Management Bill 1883 from ibid, pp. 179 et seq.

-(also replies to Gillies*introductory: motion, pp. 112 et seq. ) - . : s
22, Ihave discussed this a'..spect more fully in relation to New South Wales - "Early Railway
Management Legislation in New South Walest, op. cit., pp. 456-9.

- 23, . F.A. Bland, Shadows and Realities of Govgmment, Sydney 1923, p. 2

24, Melhoume Punch of 2-8-1883 (p. 44) claimed thess reservations would Mutterly destroy the )
value of the measure ... and effectively provide that all the evils which have disgraced our railway
management in the past shell continue in the future .., "; and Eggleston later wrote of them as
revealing the "eapricious character of Ministerial control™ - Public Utilities in Victoria, op. cit.,

. Ch. 4, p. 3.
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Chapter Three (pp. 13 - 40} continned.

25. Professor Shann was wrong in suggesting that Victoriz gave its Commissioners power to make
decisions about new lines - op. eit., p. 305.

26. This original interpretation has survived to the present time in most Australian railway systems:
e.g. the New South Wales corporation has the statutory title ""Department of Railways", and most
Commissioners in their Annual Reports continue to refer to the '"Departments’ under their éontrol.

27. Cf. Parkes' criticism of a New South Wales propesal to copy the Victorlan system in its entirety

.25 3 bill "to emasculate responsible government'!, and his insistence in framing his own legislation

that there should ot be a separate railway minister - VEarly Railway Management Legislation in New
South Wales", op. cit., pp. 461, 463.

28. This was exactly the aspect Bentham had been so critical of, that boards were ''screens''behind .
which individuals could conceal their responsibility. Cf. the attitude of Queensland ex-Premier Hanlon

- who strongly favoured the single-man authority, because ''in his experience, 2 multi-man commission

or board always hid behind the anonymity of the corporation ... he preferred to know the man who was
responsible?! ~ as recorded by T. A. lang (Associate Commissioner, Snowy Mountains Hydro-Electric
Authority), Top Management in 2 Statufory Authority, Commonwealth Public Service Board Training

. Document 59/201, p. 4 (1957 paper).

29, See F.C. Garside, ""The New South Wales Department of Railways", Public Administration,
(Sydney), Vol. 2, pp. 24-6,

30, It was reported in 1915 that the original Chairman, Speight, had actually been paid £3,500
despite the atatutory rate of £3,000 - V. P, D., Vpl. 141, p. 2892,

31, E.g . Pearson at jbid, Vol. 43, p. 206 - but most expressed satisfaction that the existing
system of payment of all railway receipts into Consolidated Revenue, and expendlture only as authorised
by parliamentary appropriation, would continue.

" 32, This and the other specific reservations have, however, proved effective from time to time in

preventing the Commissioners from taking action they considered to be in the best interests of the railways
and the State.. See particularly Chairman H.W. Clapp's evidence before the 1928 Royal Commission.
on the Control, Management, Working and Financial Position of the Victorian Railways. =~ = = *

33. Sawer, op. cit., p. 10,

34, Act 47 Vie. No. 767; remumbered 54 Vie, No. 1135 in 1890, when certain provisions relating
to railways in general, but not affecting the Victorian Railways Commissioners, were added.

e e

35, Sawer, og. cit., p. 11 ' ' R AR 'f

36, . V.P. D., Vol. 58, pp. 2251-2311; Vol. 62, pp. 2361-6; and Vol.766, pPp. 505-6.

37. Ibid, Vol. 66, p. 510. Other deta:.ls in this section from Annual R.emrts of the Commxssionexs, -

1885-50.

38. Turner, op,_cit., p. 245. This complaint was not made only againﬁ the Speight administration.
39, Railways Works Committee Act of 1890, 54 Vie. No. 1177; and Turner, op. cit., pp. 275-6.

40. T.A. Coghlan, Labour and Industry in Australia, Vol. 3, op. cit., pp. 1223-7.
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quoted in Tregenza, op._cit.,, p. 490.
- .

(vi)

Chapter Three (pp. 13 -_40) continued. !

41, . First General Report of the Parliamentary Standmg Committee on Railways, Parl, Paper. No. 25
of 1891 Also e.g. V,P.D., Vol. 53, pp. 2510 et. seq,

4?1. ) Vi;:toria.- The F;irst Century, op. ;:it., p. 276. Cf. Turerts view quoted p. 70.

T Tl AT BT

43, In the early 1890s leading anti-patronage campaigner Pearson wrote in the London Speaker that
it was a "'fatal blot'! on the Victorian Railways that the ""Commissioners are not allowed to engage the
best men they can find, or to dismiss lazy and insubordinate hands, or to pay the market rate of wages!! -

44,  V.P.D.,, Vol. 47, pp. 2373-78, 2417-36.

45, Report of the Royal Commission on the Tariff, 1883, p. lxxiv; and e, g Y.B.D, Vol. 65,
pp. 2467-80; Vol. 66, p. 510; and Vol, 67, p. 1392. Also Turner, op._cit., p. 245.

o P 2 e RT3

46. Shapn, op. cit., pp. 306-7; also e.g. V.P.D,, Vol. 65 p. 2480,

. o ER

.
T

47, Hytten, op, cit., p. 26, Cf. the claims by W. McMillan (who as Treasurer under Sir Henry
Parkes in New South Wales was allotted the loose supervisory responsibility over the railways) that the
Victorian Act had run intd difficulties becanse it had "not been carried out in.its integrity, ...
‘because political influence has worked its way into the management of the railways''; and that his
whole aim while fulfilling his supervisory role was to defend the New South Wales Commissioners from
2 similar fate - "Early Railway Management Legislation in New South Wales'!, op. cit,, p. 467.
Also cf, Eggleston's staternent that when he was Victorian Minister of Railways in 1926-7, Yhis life
was one long tug-of-war to prevent political interference, in which he was subject to all sorts of abuse

and misrepresentation, and was eventually defeated!t ~ Public Utilities in Victora, ovp. cit. , Ch, 4,
pp. 45-6, :

48, For Gilliest defence of Commissioners, see e.g. V.P. Y.B.D., Vol 65, p. 2511; and Vol. 67,
p- 1578.

s e A b

45.  Ibid, Vol. 59, pp. 2251-4, 2302-3.

50.  Ibid, Vol. 65, pp. 2461-74.

{
§
}

51, Ibid, p. 2533.

CHAFTER FOUR

pp. 41 - 62 . - )
1. . For an account of this see L.F, behn, The Growth of 2 Central Bank Melbom-ne 1951
PP, 83 100. This aspect was considered by the 1936 Royal Commission on the Moneta.xy and Banking
Systems and ﬁnally resolved by Chifley's re-orgammtion of the Ba.n.k in 1945

N
W T T T e

2. Correspondence Between the Minister of Railways and the Railwav Commissioners, Parl. Paper
No. C16 of 1891. :

|t L iy e

3. V.P.D. , Vol. 67, pp. 1299-1301. Eggleston records something of Shiels! personality in
George Swinbume, op. eit., pp. 57-8.

4, For Shiels' introductory speech, see V. P, D, , Vol. 66, pp. 504-532.
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" Chapter Four (pp. 41 - 62) continued.

5. This proposal was criticised as a reversal of recent public service reforms taking control of appoint-

ments and promotions out of Ministers' hands. Shiels replied that only 68 positions would be involved. -

- ¥uP.D., Vol 68, pp. 2646-7. The relation to the Darbyshire incident was widely recognised.

6. - The following details from V.P.D., Vols, 66-8, pp. 533 et seq.
—m et ;

7. Chairman H. W. Clapp argued before the 1928 Royal Commission (see note 32 to Chapter Three)

that this cha.nge was intended to reduce substantially the degree of political control envisaged in the

clause as originally drafted; but that the effect had been the reverse because of the "very generality' of
the expression ""matter of policy't.

8. Railways Act 55 Vie, No. 1250.

9, Alfred Deakin, Introduction to Pratt, op. ¢it., p. xvii.

10, Pratt, op. cit., p. xxv; and Shann, M., p. 333.

11, . Pratt, op. cit., e.g. pp. 166-175, 249-50, 269-70. <2

12.  -Ibid, Chapter 10,

13, Some of the ;ﬂicles were reprinted in The Great Railway Libel Case: Speight v. '"The Age'’.
(A Report of the Proceedings of the Second Trial), published by the paper in Melbourne in 1894; those

that were not have been perused in old files of The Age. Pratt (p. 207) records that they were written -
under Syme's supervision by G.F.H. Schuler, afterwards Editor of the paper,

14.. . Strange as this reported threat may seem, it actually happened in New South Wales, where, as
a result of the Commissioners' refusal to take over lines which did not come up to their standards, 300
miles of railway were being worked "under enormous difficulties by the Public Works Department in

1916 - see Premier Holman's speech, New South Wales Parl, Debs., 2nd Series, Vol, 63, p. 6493,

5.  V.P. D., Vol. 80, p. 4858..

16. - Shann, op. cit., p. 333; also Pratt, op, cit., pp. 249- SO. cer e
17, The Age, 21-3-1892.

18, V.P.D,, Vol. 69, pp, 131 et. seq. This resolution was not strictly necessary, as under the terms
of the Railways Acts such.suspension would automatically be confirmed if neither House presented an -
address praying for restoration within that Session, However, there are three possible explanations for -

Wheelexr's motion: 1. that he feared the greater sympathy of the Upper House towards Speight might T m

have led to such an address being presented, arnd wished to have the Assembly commit itself on the
issue, serving as 2z warning to the Council; 2.. that the Commissioners' petition threatened to steal
the initiztive and suggested to him that some positive action on his part was required; and 3. simply
the. inconvenience of otherwise having to wait to the end of the.Sssion before the matter could be
fipalised. This is the only occasion on which the suspension provisions have been invoked in the Vie-
torizn Railways.

19, Ibid, Vol. 69, pp. 342-357.

20, Pratt, op. cit., p. 209.
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Chapter Four {pp. 41 - 62) continued.

21. | Ibid, pp. 209-213, and Deakin's introduction pp. xx=xxii, Also The Apge Centenary Supplement,
16-10-1954, p. 46. Pratt records that numerous related trials subordinate to the main case were going
on concurrently, e.g. by other officials who had suffered from Syme's articles,” That the paper's exces~
sive zeal extended to the opening years of the Twentieth Century may be gauged from the later reminis-
cences.of one of its reporters: ""The Age was severely critical of all these departments, for the protection
of the people against bureaucracy and inefficiency. Asa very yoi'.ﬁ’:g- roundsman I belleved implicitly
that The Age was right .., I think the knowledge of the power it gave me was too much for me in my
early days of departmental work; I was as aggressive as a leading article. But I got over that, as well.as
the profound belief in the inefficiency of every department denounced by The Age, I leamt that the
Rallway Commissioners, the centre of The Age attack before and after the Speight v, Syme libel action,
were big men ... more than fine and loyal servants of the State., They were fine Australians ... " -
Roy Bridges, That Yesterday Was Home, Sydney 1948, p. 209.

-

22, V.P.D., Vol. 69, p. 138. The Herald actually tipped Bent for appointment as Commissioner in
1894 - see Melbourne Punch cartoon, 18-1-1894,

23,  V.P.D,Vol76, p. 1739; and Vol. 79, pp. 3790, 4613-4, 4670.
e’

24, Ibid, Vol. 73, pp. 2182-86; also Annual Reports of Victorian Railways Commissioners, 1891-2
to 1895-6. ‘ ‘ .

.25, . Annual Reports, 1894-5 and 1895-6. -

26. .. V.P.D., Vol. 79, pp. 3750, 3798.
27. . Richardson's memoranda are recorded at ibid, pp. 4078-9.

28. Memo of the Acting Commissioners {in reply to Report of the Railway Inq_w.r)} Board), Parl.
Paper C5 of 1895, p. 5. ' : . s -

CHAPTER FIVE
pp. 63-75

1. In view of the gap between expert advice and government intention on the one hand, and the
legislative result on the other, it is difficult to describe the next phase In this development conclsely,
This also presumably accounts for some of the confusion shown by earlier scholars in classifying and
interpreting the post-1883 developments. Two leading Australian scholars, for example, came to
contrasting conclusions about the changes from 1891 to 1896. Both conclusions were half-truths:

their brevity led to over-simplification, not alowing the necessary qualifications to be made. T.A.
Coghlan (Labour and Industry in Australia, Vol, 3, gp. cit., p. 1420) commented that, followilng -
‘the suspension znd resignation of Speight and his colleagues, 2 single Commissioner for Railways,
more directly controlled by the Ministry than the late Commissioners, was appointed! . but this
failed to distinguish between the 1892-96 and 1896-1903 phases. And F.W. Eggleston (State Socialsm
in Victoria, op. ecit.,p. 115) expressed the view that "Parliament was at last compelled, in 2 penitent
mood, te protect the commissioners!?, and that this attitude motivated the 1891 and 1896 Acts - it
motivated the latter to some degree, but not the former, W.M. Acworth of London University (pro-
bably the world's leading scholar of railway systems during the pericd 1890-1920), 2nd cther contribu-
tors to railway literature following him, also misinterpreted the Victorian developments of the 1850}
when they suggested that the commission-system was discontinued in 1891: e. g. Acworth, Y"Govern-
ment Railways in a Democratic State!, Economic Journal, Vol. 2 (1892), p. 634; and Historical
Sketch of State Railway Ownership, London 1920, p. 90; and W, M. Splawn, Government Ownership
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Chapter Five {pp. 63 - 75) continued.

and Operation of Railrozds, New York 1928, pp. 262-3. At the other extreme, it was suggested in the

official publication Ome Hundred Years of Responsible Government in Victoria 1856-1956, Melboumne
1956, that Shiels' motivation in the matter of railway reform in 1891.2 was a desire to '*put an end to
political patronage'! (p. 56). This confuses the 1883 and 1891 reforms.

2, . Report of Railway Inguiry Board, Parliamentary Paper No. 71 of 1885-6. o
3. Cf. Prime Minister Bruce's claim that the Australian Commonwealth Shipping Board created in

1923 would Ynot be a State instrumentality’! - Com. Parl. Debates, Vol. 103, p. 650. This is an ex~

-treme view of the public corporation, but it shows the uncertainty with which the Vietorians viewed the

reforms they had already undertaken - they had instituted great chapges from the normal departmental
pattern, but did not see that they had already invented 2 new species of public authority (see also com-
ment on continued use of the word "department! at p. 27).

4. V.P.D., Vol. 79, p. 3994; Vol. 80, p. 5141,

5. Fn::m Williams' second reading speech, ibid, Vol. 79, pp. 3788-99, The following details of
the debates on the ""Victortan Railways Trust Bill'* from ibid, Vols. 79-80, pp. 3974 et seq,

6. Railways Act of 1896, 59 Vic. No. 1439,

7. V.P.D., Vol. 65, p, 2511; and Vol. 76, pp. 1851, 1924,

8, .. Ibid, Vol. 79, p. 3793; Vol. 80, pp. 4852, 5287. It was presumably intended that the Minister
would issue his directions (if amy) in the form of an Order-in~-Council and this course was sometimes taken

in the early years, But in fact there was no legal requirement to this effect, so that the preseription of
Parliament and Governor-in-Council only (despite the fact that Shiels explicitly referred to ministerial
powers of direction) was 2 limiting factor in the application of the recoup clause. It-is dou.btful whether
the difficulty was intended, and its implica.tions were explored during the chairmanship of I-LW. Clapp
in the 1920% and 1930%, The vital clause 24 of 1891 {concerning ministerial directions) had concluded
with the provision that any doubt or difference of opinion regarding application of the section would be
decided by the Governor-in-Council, and Clapp took this as a right of appeal from directions given by

‘the Minister. While this was merely appealing '"from Caesar to Caesar", since the Governor-in-

Council would surely support the Minister, it was in fact necessary to get a direction 2t this level in
order to qualify for the recoup. (An zlmost identical provision in the Commonwealth Railways Act of
1917 has recently also been contested on the ground that the Railways Act commits Parliament before-
hand to follow 2 certain course in the Appropriation Act. The Acting Secretary of the Attorney- '
Generalls Department remarked before a Public Accounts Committee hearing in 1960: '*That is non-
sense, One Act of Parliament cannot say what another will do'' - reported Hobart Mercury, 3-5-60.
Nevertheless these provisions have had a long legislative currency in both cases).

9. Annu:.l Rzggrts of Victorian Railways Commlssioner, 1896 7 to 1899-1900.

10, Under this system the Commissioner let contracts to various teams of employees to undertake
particulzr jobs, instead of paying them set wages.. The system had 2 plece-work or bonus effect in !
that the faster the employees worked the guicker they finished each job 2nd moved on to the next.
Eoth the railways and the gang-members benelitied, although it was violently opposed by the emerging
trade unions.

11, Turner, op. cit., pp. 34950,

12.  V.P.D., Vol. 84, pp. 4225-9,
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Chapter Five (pp. 63 - 75) continued.

13. Ibid, Vol. 90, pp. 3617-9,
14.  Ibid, Vol. 91, pp. 523, 541-4, 821,
15. . Annual Report for year ending 30-6-1900, p. 8.

16. . V.P.D., Vol. 94, pp. 965-78; Vol. 95, p. 1436.

17. Ibid, p. 1990; and Anuual Report for year ending 30-6-1201, p. 4

18, V.P.D., Vol, 99, pp. 3502-4; Vol, 102, pp. 2145-7, See also Bent's aﬁimde at p. .74,

19, State Socialism in Victoria, op. cit., pp. 122-3. Similar views have been advanced e.g. by
D.B. Copland, Y"Leading Problems of Australian Transport', in The Economics of Australlan Transport,
op. cit., p. 7; and by Royal Commissions such as those on the Working as a Business Undertaking of
the Victorian Railways, 1517, and on the Railway and Tramway Services of New South Wales, 1924,

20, Report of Royal Commission on the Working as a Business Undertaking of the Victorian Railways,
Parl, Paper No. 19 of 1917, p. 20; and Commissioners' Amnual Report for year ending 30-6-1917, p, 12,
For the reversion to a board of Commissioners, see Chapter 6.

21.  V.P.D., Vol. 99, pp. 3586-3634, )

22,  Ibid, Vol. 101, pp. 83, 549; Vol. 103, pp. 2706, 3138-9. For Bent's earlier part in this story,
see Chapter Three. '

23, V.P.D., Vol. 101, p. 1008,
24, Ibid, Vol. 112, p. 2794.

25, Ibid, Vol. 105, pp. 435-40; Vol, 106, pp., 1451-2; and Commissioners’ Annual Report for
year ending 30-6-1904, p. 8

26. E.g. V.P.D., Vol. 112, pp. 2794, 2800-01; Veol. 115, pp. 4009, 4013; and Commissioners®
Annual Report for year ending 30-6-1906, p. 14.

27. . V.B.D., Vol. 112, pp. 3074-80.

28.  Ibid, Vol. 111, pp. 1533-40, 1613-21, 1815-25; Vol. 112, pp. 3184-5,
CHAPTER_SIX
pp. 76 - 82

1. V.P.D., e.g. Vol. 90, pp. 3825-35, 3875; Vol. 97, p. 770.

2. Thid, Vol. 96, p. 376; Vbl. 97, pp. 468-9, 767-83, 794-99.

3. Parl. Papers Nos. D3 of 1501, 17 of 1902, and 5 of 1802-3,

4, V.P.D., Vol. 98, pp. 2459-60.
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Chapter Six {pp. 76 - 82) continued,

5. Ibid, Vol. 103, pp. 2665-7.

6. Ibid, pp. 3093-6. It is interesting to note that Hudson left his position in Tasmania because his
expert advice on railway management had been so frequently rejected by inexpert politicians - Tas.
Parl. -Debates, 7-12-1510, recorded, in absence of an official Tasmanian "Hansand" in Newspaper

Cuttings Book, 1910, in Tas. Parl. Library. ~
7. Many references in George Swinburne and State Socialism in Victoria, op. cit.: Also F.W.

.

Eggleston, Reflections of an Australian Liberal, Melbourne 1953, p. 10; and Sawer, op. cit., pp. 12-13

8, George Swinburne, cop. cit., pp. 243-4,
9. The following details from V,P.D., Vol. 102, pp., 3097 &t seq.
10. V.P.D., Vol. 141, pp. 2895-6,

11, Victorian Railways Commissioners Act of 1903, 3 Edw. VII No. 1825.

L]

12. Consolidations in 1915 {6 Geo, V No. 2716}, 1928 (19 Geo. V No. 3759), and the present
"Railways Act!! of 1958’ {No. 6355).

13, RailwaysAct of 1904, 4 Edw. VII No. 1946. For an ironic commentary on what happened to

the money in the early funds, see Report of 1917 Royal Commission on the Working as a Business

. Undertaking of the Victorian Railways, op, cit., pp. 21-2. It was used' by impecunious Treasurers

partly to liquidate deficits in cther departments and partly for the construction of agricultural and
other high schools; not much was left for railway purposes.

14.  Events related in George Swinbume, op. cit., pp. 46, 53, 83-9, 97-102.

15,  Ibid, pp. 98-100. Also V.P.D., Vol. 101, pp. 565-71.

16. Victorian Constitution Act of 1903, 3 Edw. VII No. 1864.

17. V.P.D., Vol. 111, pp. 1830, 1834. William Shiels had described this alliance with the
Labour Party as "*an act of horrible political incest'!, and the public servants aund railway men as
"mercenary soldiers of fortune willing to sell their sword to the cause of him who would meet their
wants' - quoted V. P.D., Vol. 112, p, 2562. :

18.  Ibid, Vol. 107, p. 83; Vol. 110, p. 331; Vol. 112, pp. 2560-70; Vol. 113, pp. 382-4,
537. -

19, Eggleston, State Socialism in Victoria, op. eit., p. 145.

20. With the minor proviso that one of the Commissioners other than the Chalrman was given the

legal title of Deputy Chairman, and a szlary advantage over the remaining Commissioner, by Act
No. 5973 of 1956,

21. Public Works Committee Act No, 4288 of 1935.

22, Railways (Amendment) Acts Nos, 5533 of 1951 and 5918 of 1955.
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CHAFPTER._SEVEN

pp.- 83 - 91

1. . The characteristics of modern bureaucracy - a hierarchial organisation, a'career service!, special-
isation of labour, fixed operating rules, dependence on written records, ete. - were formulated by

- German sociologist Max Weber: e.g. the following translations of his work: Theory of Social and
. Economic Organisation, London 1947, Ch. 3; and From Max Weber: ‘Essays on Sogiology, London,

1948, Ch. VIIL.

>

2. Sawer, op. cit., p. 13.

3. There followed a ''pendulum swing'' between departmental and ¢corporate management. For the
New Zealand experience, including a recognition of the use of the Victorian precedent, see L.C. Webb,
""The Public Corporation in New Zealand', in WFriedmann (ed.), The Public Corporation, op. cit.,
pp. 272-8.

4, MEarly Railway Management Legislation in New South Wales., ' op. cit., pp. 462-3, 473.
5. See page 78. . oy
6. There were 2 number of attempts to bring the New South Wales railway legislation more closely

into line with the Victorian: e.g. Lyne's original abortlve proposals in 1887, Holman's 1916 amendment
which added more Victorian provislons {including the recoup} to the Parkesian base, and the Lang
Government's 1931 compromise offer to a recalcitrant Legislative Council (which was defending the

greater Independence gi:ven the Commissioners under Parkes' 1888 Act) to adopt the Victerian general
direction clause of 1891.

7. See note 1 to Chapter Four.

. 8. State Soclalism in Victoria, op cit., pi 41.

9. E.g. W.M. Acworth {references at note 1 to Chapter Five); Sir Charles Dilke, Problems of

. Greater Britain, Vol. 1, London 1890; James Hole, National Railways, London 1893; E,A. Pratr,

The State Railway Muddle in Australia, London 1912. Also various English journal references such
as H. Willoughby, "The Seamy Side of Australia - A Reply from the Colonies', Nineteenth Century,
Vol, 30, p. 295; and J. W, Fortescue, "Guileless Australia ~ A Rejoinder'?, ibid, pp. 433-4.. But
there were many others - mainly financiers - who wrote of Australian railway systems in the 1890k
and afterwards, yet ignored the experiments in management altogether.

10. . Historical Sketch of State Railway Ownership, op. cit., preface.

11. G.N. Ostergaard Wlabour and the Development of the Public Corpomtion" Manchester
School of Economic and Social Studies, Vol. 22, pp. 201-4.

1z, V.P.D., Vol. 43, p. 767. For referance to Prussia, see Schaffer, ""The Idea of the Minis-
terial Department™, op. cit., p. 75.

13, I.e. excluding the pre-responsible government.railway cammissions in New South Wales
and South Australia (see note 18 to Chapter Two) which were very different in character.. The post-
responsible government railway commissions appeared in the Australian States in the following
years: Victoriz -~ 1883/4; South Australia - 1887; New South Wales and Queensland - 1888; West-
emn Australia - 1902; Tasmania - 1910 (although Tasmaniz had gone half-way in 1891 with a
General Manager who had 2 greater amount of legal and managerial independence than the usual
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Chapter Seven (pp. 83 - 91) continued.

departmental permanent head}.

14.. However, New South Wales later reversed this position, transferring construction work {subject

to parliamentary approval of each project) from the Pubhc Works Department to the Railways Com-
missioners in 1516.

15. . E.A. Pratt, op. eit., pp. 107-121.
16. °. See L. Blakey, Politics and Administration in the Government Railways of New South Wales
1925-32, Hons. Thesis, University of Sydney, 1957 (consulted by permission of the writer),

.17, . See especially debates on the Appropriation Bill, December, 1921 ~ Com. Parl. Debates,
Vol, 98, pp. 13995.14044, .

18. . Commonwealth Parliamentary Public Accounts Committee, 21st and 22nd Reports, Canberma
1955; and L.C. Webb, "Statutory Corporations Under Review!!, Public Administration {Sydney),
Vol. 14, pp. 158-165. .

< X
19, Report of the Joint Parliamentary Committee on Wireless Broadeasting, Canberra, 1942; and
J. Rydon, ""The Australian Broadcasting Commission*!, in Public Administration {Sydney), Vol. 11,
pp. 12-25, 190-205.

20. H.P. Harrison, Aspects of the Administration of the Commonwealth Scientific and Industrial
Research Organisation, Doctoral Thesis, Australian Nationzl University, 1957, pp. 32-52,

21, On these, see e.g. C.H, Pritchett, The Tennessee Valley Authority, Chapel Hill (North
Carolina) 1943, Chs. 7 and 8; ]J. Longhurst, Nationalisation in Practice: The Civil Aviation

. Experiment, London 195Q, e.g. Chs.4, 12; Alan Wood, The Ground-Nut Affair, Londen 1950,

later Chapters; and M.C. Chagla, Report ... of .Inquiry into the Affairs of the Life Insurance
Corporation of India, New Delhi 1958,

22. National Health and Pensions Insurance Act No. 25 of 1938.

23, W. A, Robson, Problems of Nationalised Industry, London 1952, pp. 22-‘3. -

24. "  A.H. Hanson, Public Enterprise and Economie Development, ‘London 1859, p. 372,

25. L.D. Musoclf, Pubhc Cwnership and Accountabill T-I the Capadian Exgerlence Cambridge
‘(Massachusetts) 1959, p. 49. ’ e

26, J. Thurston, Government Propuetaxv Corporations in the Engh h-Speakmg Countries, Cam- -
_bridge (Massachusetts) 1937, p. 217, :

27. E.L. Johnson, "The Accountability of the British Natiomlised Industries 'Y, American
Political Science Review, Vol. 48, p. 369,

2B, . See citation from P.H. Appleby’s 1956 réport to the Government of India, in Hanson, op.

git., p. 351

It should go without saying that true autonomy is out of the question, and not
seriously proposed by any informed person ... government can always and should
always be able to intervene in any matter really important to the government.
Advocacy of autonomy simply highlights the need to educate responsible top organs
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_git., p. 30, that the great historical weakness lay in the negléct of Australizn governments to put

{xiv) A

Chapter Seven (pp. 83 - 91) continped, ) !

of government in the ordinances of self-denial which would restrict their intervention to
rezlly important concerns.

. Hanson describes this as Y"very nearly the last word'' on the matter,

. 28, Cf. Parkes! idea of "dormant' as distinct from Mactive! g‘o#érhment authority, cited in "Early

Railwzy Management Legislation-in New South Wales ", op. cit., pp. 466-7.. But Parkes would allow
the right of intervention only when the Commissioners failed to observe the provisions of their Act, If
they acted within its terms they must be sustained, irrespective of whether politicians agreed with the
particular course of action they took; and the only i'emedy would be amending legislation,

30.- J. W. Grove, "British Public Corporations: Some Recent Developments't, Journal of Politics,
(Florida), Vol. 18, pp. 659-60. The Select Committee onthe Nationalised Industries has taken a
similar line in its recent reports on the British Air Corporations and Railways: see reviews of 1559 and .
1960 Reports in Public Administration (London), Veol. 37, p. 404, and Vol, 38, pp. 387-9.

31. ' For an interesting debate between R.G. Menzles (then Leader of the Opposition) and Dr H, V.
Evatt (then Attorney-General) on this question in relation to the Commonwealth Coal Commissioner
in 1944, see Com. Parl. Debates, Vol. 177, pp. 881-3, 850,

32..  Export Payments Insurance Corporation Act No. 32 of 1956.

33.. For discussion of British position, see e.g. Acton Society Trust, Accountability to Parliament,
Claygate 1950, pp. 6-15; K. Bradshaw, "Parliament and the Public Corporation'!, The Cambridge
Journal, Vol. 3, pp. 712-4; Robson, op. eit., pp. 25-7, 115-7, 311-7; and Johnson, op. cit, pp. 373-5.
For recogm.l:ion of lack of discrimipation in Australia see e.g. F.A. Bland, ""Broadeasting in Australia'’,

_Public Adminlstration (Sydney), Vol. 3, pp. 182,193; A.T. Williams, "'State Enterprises: Victoria'!,

in A.H. Hanson (ed.), Public Enterprise, Brussels, 1955, p. 484; and Public Accounts Committee,
22nd Report, op. cit., p. 62. '

34.  J, Elliot, Report on Transport in Victoria, Melboume 1949, p. 10. Cf. Hyttens' view, op.

their railway systems on a sound finzncial footing before conferring statutery independence of manage-
ment,. This was one weakness of the Victorian Act Parkes did not foresee; as we have seen there was
a remarkable lack of questioning of financial arrangements in the pioneering debates.

35. 3. O. A. Bourke, "Management and Contrel of the Public Service', in R.N. Spann (ed.i),
Public Administration in Australia, Sydney 1958, p. 303.




