It’s a bust! Bipartisan deal on RBA reforms falls apart

Opening the debate on Treasurer Jim Chalmers’ Re-
serve Bank Reforms bill, which took place over 10-11 Sep-
tember, Shadow Treasurer Angus Taylor declared bluntly:
“The coalition will not be supporting this Treasury Laws
Amendment (Reserve Bank Reforms) Bill 2023.”

Throughout the day, Chalmers protested, effectively,
“But we had a deal!” He called the Liberal Opposition’s
decision “irresponsible. It creates uncertainty”, he said;
“it's disappointing”.

The Liberal Party had indeed supported the proposed
RBA Reforms vociferously in the early days of the an-
nounced policy. But that was before the public became
aware that the bill would transfer control and oversight of
the RBA out of the hands of the elected government, at the
instruction of international financial agencies including
the Bank for International Settlements (BIS) and the IMF.

Bipartisan support for the changes was so critical, the
RBA Review panel had spelled out in the recommenda-
tions of their Final Report, that if it were not secured they
advised against legislating the changes at all: “The prin-
ciples of an independent central bank conducting mone-
tary policy, broad bipartisan support for the framework and
a high degree of stability in the framework, are of abso-
lute importance. The Review strongly supports legislative
change, but only if the process can be expected to pro-
ceed without putting these principles at risk.” They sup-
plied an alternative pathway whereby most recommenda-
tions could be met without legislative change—an indica-
tion that they foresaw a blow-up over the issue.

Graham Perrett, ALP member for Moreton (QLD), du-
tifully echoed the orders for bipartisanship during the de-
bate: “We don’t want to go off dancing with the cross-
bench in the House of Reps or in the Senate. This is a se-
rious piece of economic legislation that should be debat-
ed by the parties of government. Instead, those opposite
seem to be running for the hills, and betraying Menzies.
He must be spinning in his grave at what has become of
the mighty Liberal Party, or the LNP version in Queensland.
We needed this to have bipartisan support, which is why
the Treasurer, the member for Rankin, worked with the
shadow Treasurer. The Labor government believes that the
reforms to the RBA, one of Australia’s most important eco-
nomic institutions, should enjoy opposition endorsement.”

He added that the Labor Party did not want to consult
the crossbench due to the “extreme views” that would be
found there. Though what he defined as extreme—the de-
fence of government oversight of the RBA—was also on
the minds of some of his Liberal opponents such as Bert
Van Manen (below).

The Opposition mainly focused in the debate on
Chalmers and the Labor Party, backed up by ALP Presi-
dent and former Treasurer Wayne Swan, attacking the RBA
for “smashing the economy”. You can’t blame the RBA for
the economic crisis, the Liberals repeated, claiming the
government is not as serious about expanding RBA inde-
pendence as they are. James Stevens (Liberal, Sturt) called
the government’s attacks on the RBA a “re-politicisation
of the Reserve Bank”.

What are they preparing for?

Perret said that enhanced RBA independence will al-
low for the government’s “sensible long-term econom-
ic reform”. Reforming the RBA will “make sure that our
main economic institution is capable of combating the
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The Treasurer and Shadow Treasurer at loggerheads. Photos: Screenshot

economic challenges of the modern world”. He reinforced
the importance of “strong consensus” and a commitment
to economic “stability”.

Government Whip Anne Stanley (Werriwa, NSW)
made similar comments: “More than ever before, Austra-
lia needs a strong monetary policy and framework, and,
more than ever, Australia needs a strong, high-performance
central bank. The government knows these are challeng-
ing times, and we know the struggles that Australians are
facing. It is timely that this bill is before us today because
the legislation is central to ensuring that we have the best
and strongest monetary policy possible to meet both the
challenges of today and those of tomorrow.” She reiterat-
ed “the RBA's responsibility to contribute to the financial
system stability. ... The RBA has been in existence since
1960. Since that time, as a nation we've faced any num-
ber of challenging economic circumstances, not least the
GFC. The current times present their own unique set of
challenges and difficulties. The task for this parliament is
to ensure that our institutions, not least our central bank,
are up to speed and fit for purpose to meet these challeng-
es. This bill does that.”

This language reflects the concern of international fi-
nancial agencies such as the BIS and IMF that ahead of a
new crisis, their central bank members must have suffi-
cient power to put agreed financial prescriptions into ef-
fect—including regimes such as “bail-in” that save the
banks at the expense of the people. (Such control is also
a focus of the misinformation/disinformation bill, p. 4.)

The lever they refuse to pull

Greens MP Elizabeth Watson-Brown (Ryan, QLD) de-
livered a speech drawing attention to the millions of rent-
ers, mortgage holders, young people and families “strug-
gling to make ends meet in the wake of relentless Reserve
Bank rate hikes”. Referencing Reserve Bank Governor Mi-
chele Bullock’s recent comment that some will have to
sell their homes to survive, she asked, “Who suffers most
from this hiking of interest rates? Those least responsible
for inflation. Yet Bullock has offered no relief or hope to
the millions of Australians doing it tough, stating that she
doesn’t expect the RBA to cut rates in the near term.

“According to the Treasurer, the Reserve Bank has
smashed the economy. So why is he then seeking to re-
move the democratic oversight over the RBA? Another ca-
pitulation by Labor to the power of capital, the big banks
and the corporations. Clearly, they are the ones who have
the ear of this government—not you, everyday Australians.”

Instead it appears, she continued, that “the government
wants to give Bullock and the RBA even more power. They
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want to remove section 11 of the RBA Act, which gives
the Treasurer the ability to overturn the RBA's decisions,
leaving Australians at the mercy of unelected bureaucrats
with zero accountability. It's appalling and dangerous.

“Here’s what section 11 of the RBA Act actually does:
it gives the Treasurer the power to intervene to override
the Reserve Bank when necessary. The Treasurer could
use that power right now to reduce interest rates. It's truly
baffling. The government tells Australians that it’s working
on cost-of-living relief, but it has a massive lever it could
pull to offer relief to thousands of Australians right now,
at this very minute, and it’s not only not using it but also
trying to remove that power from this Treasurer and fu-
ture treasurers.”

She added: “It doesn’t take a genius to realise that the
Treasurer wants to rid himself of the power to overrule an
RBA decision because he doesn’t want to be blamed for
massive increases in mortgage payments and rents. These
are huge cost-of-living pressures right now for most Aus-
tralians. Rather than backing everyday Australians, the
Treasurer is once again choosing to wash his hands and
let the banks and the corporations continue making mas-
sive profits off people’s pain. ...

“If you're facing the prospect of having to sell your
home—thanks for the suggestion, Governor Bullock—or
you don't think you'll be able to pay your rent at the end
of the fortnight, | just want you to know that the Labor
government has the power to bring down interest rates
right now and it's choosing not to. The Labor government
should retain and use its existing power to overrule the
RBA and bring down interest rates. This bill, in its current
form, again illustrates Labor’s failure to stand up to the
banks and the corporations—indeed, its comprehensive
capture by them.”

‘Economic vandalism’

The vehemence of the next speaker, Liberal MP for
Cook (NSW) Simon Kennedy, confirmed the steadfast-
ness of certain Liberals to their initial deal with the gov-
ernment to pass the bill, which they were forced to drop.

Kennedy responded to Watson-Brown's speech: “That’s
one of the most dangerous economic ideas I've heard in
my time in this place—having Labor overrule the RBA on
interest rates. The RBA has been one of the most effective
independent institutions that the Australian government
has. To suggest that a political party should be overruling
an independent body that is managing our economy and
managing inflation is absolutely economic vandalism and
risks plunging this country into a deeper economic crisis
than it already finds itself in. That is absolutely ludicrous
from the last member. We need to defend the Reserve
Bank, which safeguards our prosperity; we need to de-
fend it from politicisation. Suggesting that a party should
be setting interest rates running into an election is absolute
lunacy. Sadly, through inflationary periods, we're remind-
ed of its importance. That is absolute populism to say that
we should allow political parties to set interest rates. ...

“It's extremely dangerous.”

Chief Opposition Whip BertVan Manen (Forde, QLD),
however, revealed the other side of sentiment in the Lib-
eral Party. “I'm pleased that we've come to the position
that we have in relation to not supporting this bill, be-
cause | didn’t support it from the outset. What is pro-
posed to be done in this bill—the government and all of
us elected members of this parliament handing over ab-
solute power to an unelected body—is, I think, a danger
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to our democracy.”

Van Manen referred to the bad bank behaviour which
led to the Banking Royal Commission. “What a lot of peo-
ple probably don't realise”, he continued, “is that there
was actually a royal commission well before that. Back
in 1935 there was a royal commission that was appoint-
ed to inquire into the monetary and banking systems that
were then in operation in Australia. The reason it was ap-
pointed was that there was concern that the banks weren't
doing their job and were actually making the Great De-
pression worse. ...

“In paragraph 143 [of the royal commission report],
it says:

It is essential for a central bank that its relations
with the Government responsible for monetary pol-
icy should be close and cordial in order that there
should be consistency between Government finan-
cial operations and those of the Bank.

“Well, what have we heard in the past week or so? The
complete opposite of that. ... Why would we go down the
track proposed in this bill, then, of removing the account-
ability of the Reserve Bank through the government, un-
der Section 11?2 [ fully believe that section should be re-
tained and never done away with, because the drafters of
the legislation, back in 1957 or 1958—it was enacted, fi-
nally, in 1959—understood the necessity of the elected
representatives in this parliament maintaining watch and
power over our non-elected bodies.

“To go back to that 1935 report, it goes on further to say:

In our view, proper relations between the two au-
thorities are these. The Federal Parliament is ulti-
mately responsible for monetary policy, and the
Government of the day is the executive of the Par-
liament. The Commonwealth Bank—

“it’s the ‘Reserve Bank’ in modern parlance—

has certain powers delegated to it by statute, and the
Board’s duty to the community is to exercise those
powers to the best of its ability. Where there is a
conflict between the Government’s view of what is
best in the national interest, and the Board's view ...
the Government should give the Bank an assurance
that it will accept full responsibility for the proposed
policy, and is in a position to take, and will take,
any necessary action to implement it. It is then the
duty of the Bank to accept this assurance and car-
ry out the policy of the Government.

“... Hence I fully support the position that we as a co-
alition have now taken to oppose this bill, because | be-
lieve that the structure of the Reserve Bank should be re-
tained, along with section 11. While | accept it has never
been used, | believe fundamentally, for the protection of
our democracy, that that provision should be retained be-
cause we never can say categorically in the future that we
know that at some point that won’t need to be used, heav-
en forbid. | hope it never has to be used. | hope that the
cordial working relationship between the government of
the day and the Reserve Bank is maintained and strength-
ened for the benefit of our country as a whole. | think the
words from the 1935 royal commission report remain as
valid and prescient today as they were then. | oppose the
bill, and I am pleased that as a coalition we have taken
the position that we have.”

The bill is now on the floor of the Senate.
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