A KINDER ROAD TO HELL?LABOR AND THE
POLITICS OF PROGRESSIVE COMPETITIVENESS
IN AUSTRALIA

John Wiseman

When this government introduced a market economy, when it opened us up to the world
and implemented programsof micro economic reform, every step wetook towardsa more
competitiveAustraliawas a step towards afairer Australia

Augtralian Prime Minister Paul Keating, 1992.!

Australiansand Australian companiesneed to cometo termswith thefact that traditional
Australian egalitarianismand viewsof fairnessare not what is needed today . . . because

the race to prosper in a more competitiveworld [is] endless.
Virginia O’Farrell, director of an Australian firm of 'remuneration consultants’,
defending the payment of million dollar salaries to business executives.*

[The international credit rating agencies] would think social justice isa horse running at
Saratoga.
Former Victorian Labor Premier; John Cain.’

After twelve years and five election victories the Australian Labor Party
(ALP) is one of the few socia democratic parties to have been in
government continuously throughout the 1980s and the first half of the
1990s. For this reason the record of the ALP—and of the Australian labour
movement — has been of increasing interest to labour movement activists
and political partiesin many partsof the world where el ectoral success has
been more elusive.*

The ALP’s impressive electoral record has provided the basis for
extensive trade union access to government decision-making forums and
social policy outcomes which have provided some targeted protection to
low income and disadvantaged groups during a period in which the
Australian economy and labour market have been dramatically restruc-
tured. Thelong period of Labor government in Australiahasalso provided
some breathing space and room to move for those sections of the labour
movement and other social movements who continue to challenge the
inevitability and irreversibility of globalisation. However the dominant
force driving the Australian Labor government has been the restructuring
and deregulation of the Australian economy so as to increase competi-
tiveness in global markets. In the end this strategy of 'progressive
competitiveness' islikely to lead to thesame mix of social polarisationand
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loss of palitical and economic sovereignty which has been the result of
more openly right wing, neo liberal responsesto globalisation.’

The Austrdian experience of progressive competitiveness provides a
disturbing picture of the dilemmas facing social democratic parties and
trade unions in a period of globalising power, fragmenting values and
shifting loyalties. In such timesit has become both harder and more urgent
to open up debate about alternative policiesand strategiesat local, national
and international levelswhich can begin to challengethe logic of ‘compet-
itivenessat all costs' on the ever expanding global racetrack.

Globalisation, the great political buzz word of the 1990s, has becomea
much used — and much abused — way of explaining the transformation of
institutions and relationshipsat local, national and international levelsin
the concluding years of the twentieth century. Too often the language of
globalisation has been used simplistically to suggest that global corporate
power has become an overwhelming juggernaut extinguishing al
geographical and historical differences, leading inevitably to the creation
of a completely globa economy and policy and an effective end to the
sovereignty of nation states and the identity of local cultures.

An dternative view is that globalisation implies a more complex and
dialectical processof 'action at a distance, varyingin its nature and effects
in different local esand subject to ongoing contestationfrom some sections
of the state as well as from non government organisations and social
movements.* From this perspective globalisation encompasses the
increasinginterdependenceof national ecologies, economiesand societies;
the expansion of international trade, investment, production and financial
flows; the growing significanceof regional trading blocsand international
economic agreements; more influential roles for international financial
institutions and transnational corporations; greater mobility of capital
(particularly finance capital) and the spreading of individualised and
commodified economic, social and cultura relations into ever more
spheresof human activity? These trends have significant consequencesin
relation to capital formation and productiveinvestment, the distribution of
wealth, work and income and the integrity and sovereignty of national
democrati c decision-making processes.

Firgt, even fervent supportersof financial deregulation have discovered
that the volatility of globalized money markets creates a climate of
escalating economic and politica ingtability which can undermine the
creationof sustainablelong term investment strategies. Economiessuch as
that of Australia, with a small capital base and a high level of dependence
on commodity exports, are particularly vulnerable.

Second, the fierce pressure to attract footloose capital, expand exports
and compete on more open world markets generates a process varioudy
described as 'downwards harmonisation’, a'race to the bottom', ‘compet-
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itive austerity' or 'the low road to restructuring' in which thereis constant
downwards pressure on wages, working conditions, social programmes
and environmenta protection? This means that, while the gap between
richer and poorer nations deepens there is also a process of polarisation
within industrialised nations between a privileged minority with accessto
well rewarded jobs and a growing mgjority of citizens excluded to the
economic and social margins.! This polarisation has a significant gender
dimension. While some women have benefited from the opening up of
paid work opportunities, many others have been forced into the bottom end
of-the labour market at the same time as declining expenditure on health
and community servicesincreases demandson women to carry out unpaid
caringand domesticwork." Rising inequalitieswithinand between nations
have also forced many people to move from rural to urban regions and
across national bordersin an attempt to flee poverty and unemployment.”

Third, the relative autonomy and sovereignty of national and sub
national decision making forums in both state and civil society is under-
mined by the mobility of capital and the power of international financial
institutions, credit rating agencies, transnational corporations and largely
unaccountable global institutionssuch as the IMF and the World Bank."
The internationalisation of corporate power, the flexible localization of
production networks and the concentration of producer services in
particular urban centres have also led to pressureswhich, when combined
with tensions over culturd and linguistic identities, tend to fragment
national states and societies into competing and, at times conflicting
interests.

For the champions of globa capitalism national boundaries and
destinies are barriersto be overcome. Enhancing the bargaining power of
the corporation and undermining the legal and political regulatory power
of national state institutions become the primary goals, with the
construction of regiona treaties and agreements protecting the rights of
property and capital as key tools in this process. No doubt this is what
Walter Writson, the former Chair of Citicorp Bank, was referring to when
he enthused that '200,000 monitorsin trading rooms all over the world
now conduct akind of global plebisciteon the monetary and fiscal policies
of thegovernmentsissuingcurrency . . . Thereis no way for a nation to opt

Such naked defencesof the interestsof transnational capital are harder
to legitimate at the nationa level where an acceptanceof the inevitability
of globalisationis more likely to be combined with strategies designed to
maximise the competitiveness of national and regional economies. This
commonly involves cost cutting policies such as labour shedding, wage
reductions and deregulated labour markets as well as the promotion of
productivity through technological innovation and improvementsin infra-
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structure, training, production processes, marketing and distribution.

Much of the trade union movement in industrialised economies has
accepted the inevitability of the competitivenessagendabut has attempted
to protect union members through productivity trade offs designed to
minimise job losses and protect working and living conditions. Similarly,
as Albo and Panitch have argued, some social democratic parties have
explored alternatives 'to austerity competitiveness through strategies of
'progressive competitiveness which aim to limit the social dislocationand
polarisation of economic restructuring by redistributing some of the fruits
of export-led growth so as to compensatethose who have suffered most.*

Progressivecompetitivenessis an apt description of the overall political
strategy pursued for over a decade by the Australian Labor Party and there
has been aclear aim of targeting resourcesto group most disadvantaged by
economic restructuring.'* However the 'core business of the government
has increasingly been defined in terms of competitiveness, global
integration and export growth. Fundamental problems in relation to
production, distributionand regulation have deepened over this period and
the stage hasbeen set for a more extreme and openly right wing agenda of
‘austerity competitiveness to be pursued by a future Liberal/National
Party government.

Froma farm and a quarry to the global racetrack

At the time of the ALP’s victory at the 1983 election, the Australian
economy remained a highly protected 'farm and quarry’, heavily reliant on
agricultural and miningexports, with asmall uncompetitivemanufacturing
sector focussed mainly on the domestic market.” The Austrdian welfare
state remained afragile and residua creation based on assumptionsof full
employment and high wage levelsdefended by centralised wagefixing.
The uniquely Australian “labourist’ combination of legaly arbitrated
wages and residual welfare provisions began to emerge in the early
twentieth century in the context of a neo-colonial economy still heavily
dependent on agriculture and mining and increasingly reliant on protec-
tionism to defend manufacturing industries and employment. Fifty years
later the construction of the expanded post-war Australianwelfarestate by
the Curtin and Chifley Labor governmentsoccurred in the context of high
levels of economic and employment growth resulting from demand built
up during the war, the expansion of Fordist mass production and
consumption and the initial success of Keynesian demand management
policies. For the twenty years following World War 11 it was possibleto
achieve relatively high standards of .living for householdswith access to
theincomeof employed, unionised, maleworkers. However thesearrange-
ments provided substantially less support to those citizens, predominantly
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women, who wereexcluded from the workforce. Despite the struggles and
achievementsof the Australian women's movement the gendered division
of labour and the assumption that women would normally be dependenton
the male breadwinner al so remained deeply entrenched.™
The central featuresof thiseconomicand social policy framework were
not fundamentally altered by the Whitlam Labor Government's ambitious
but short lived efforts between 1972 and 1975 to expand the Australian
welfare state and regain control of mineral and energy resources. Despite
alimited shift in the direction of neo-liberal economic policiesthe 1975 to
1983 Liberal/National Party government remained committed to protec-
tionism and a resource based economy until it was overwhelmed by the
severe recession of the early 1980s. However the story of the 1980s and
1990sin Australiais the story of the shattering of the economic and social
assumptionson which the Australian settlement between labour and capital
had been constructed, and of the attempt by the ALP to manage the
transition to a 'modem’, post Fordist and globalised economy. Probert
effectively captures the dilemmas which this has created for the ALP,
noting that
the impact of therise of post Fordism on ingtitutional politics is most apparent in therise
of New Right politics which appearsto take on the cause of restructuringmost transpar-
ently. However it can be argued that it istraditional social democracy which has suffered
the greater crisis. Thisis particularly true of the Australian Labor Party which has been
trying to manage the transition to a new, globally restructured economic order, and to
ensure a shareof the new global functions for Australiawhile at the sametimetrying to

maintain the loyalty of its traditional working class supporters, whose livelihoods are
being devastated by the very same policies.”

Theimmediateaim of the Hawke Labor government, elected in 1983, was
to deal with the impact of the recession and to generate economic and
employment growth through fiscal expansion while holding down
inflation. This latter objective was to be achieved through the estab-
lishment of the Accord agreement between the government and the trade
union movement which guaranteed that wages would not rise faster than
pricesin return for the government's commitment to employment gener-
aion and improvements in health and other social programmes. Trade
union access to key governmental decision-makingforums and processes
wasalso a central part of the bargain and led to the establishment of awide
range of tripartite economic and industry consultative forums involving
government, union and business representatives.’

The initial neo Keynesian optimism was soon overtaken by interna-
tional pressures. In December 1983 Treasurer Kegting overcame spirited
opposition within the parliamentary Labor party to achieve support for the
view that the rising speculative activities and power of international
financial institutions meant that it was no longer possible to maintain a
managed Australian exchange rate. For Keating and his supporters within
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both Treasury and the business community this reform aso had the
positive effect of ensuring Australids rapid integration into the harsh
realities of global competitiveness. The 1983 decision to float the
Australian dollar and abolish exchange rate controls was the first step
down the path of financial deregulationcompleted over the next two years
by the removal of interest rate ceilings and the entry of foreign banks. As
the editor of the Australian, Paul Kelly argued

the float transformed the economicsand politics of Australia. It harnessed the Australian
economy to the international marketplace— itsrigours, excesses and ruthlessness. .. The
move to financial deregulation was the decisive break made by the Hawke-K eating
government with Labor dogmaand Australian practice. . . It wasbased on the belief that
deregulation would mean a more efficient financial sector and that market forces, not
official intervention could better direct capital to achieve a more efficient economy.”

By 1986 in a climate of economic recovery the financially deregulated
Australian economy faced the problemsof rapid currency depreciation and
abalanceof paymentscrisisarising from the triple pressuresof worsening
termsof trade, risingimportsand the cost of servicing foreign debt (which
was largely theresult of private sector borrowing). There was serious talk
of IMF intervention and ongoing critical comments from credit rating
agencies such as Moody's about the over reliance on commaodity exports
and 'economic and structural weaknesses[which] could cloud the nation's
flexibility for servicing long term external debts’.

In May 1986 Treasurer Keating provided the famous warning that
Australiawould become'a bananarepublic' unlesseconomicrestructuring
wasaccel erated to ensure the competitivenessof Australianexports. From
that point on the policy agenda of the Hawke and Kesting Labor
Governments Was driven by the view that the central task wasto transform
Australia from 'a farm and a quarry' into a competitive producer and
exporter of high valueadded manufactured productsand services. Looking
back from the perspective of 1990 Keating summarised the dominant
themesof government policy in the following way. 'The question & issue
is whether we build on our approach of the last seven and a hdf years— of
deregulation, of removing the meddling hands of bureaucracy from the
operation of markets, of forcing our businessesand our workersto confront
the redlitiesof world marketsand international opportunities— or to retreat
tothefailed policiesof the past .* Competitivenesswasto become both the
diagnosis and the cure for-all kinds of economic and social ills, with the
choice of remedies underpinned by the increasingly pervasive dominance
of '‘economic rationalist', neo liberal economic policies.

The deregulation of financial markets, exchange rates and financial
ingtitutions in the expectation that this would encourage productive
investment was only the first step onto the global racetrack. The second
step involved the deregulation of trade through tariff cuts and lobbyingin
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support of free trade on both a bilateral and multilateral basis. The
emphasison energetic and high profile trade diplomacy was based on the
belief that Australia's multipolar trade profile meant that itsinterestswould
best be served by the encouragement of multilateral free trade agreements.
To this end Australia was an influential leader of the Cairns Group of
commodity exporting nations lobbying for the freeing up of multilatera
agricultura trade in the Uruguay round of the GATT negotiations. The
possibility of seeking membershipof the North American trading bloc was
considered and rejected in the mid 1980s but greater effort began to be
focussed on the Asia Pacific region through the development of the Asia
Pacific Economic Conference (APEC) in the early 1990s.

The third significant element in the competitiveness agenda was an
extensive programme of micro economic reform designed to improve the
productivity and competitiveness of Australids export industries.
Reductionsin tariff protection were associated with a number of sectoral
strategiesfor restructuringkey industry sectorsincluding, in particular, the
automotive, steel, textiles, clothing and footwear industries. Despite bitter
battles within the ALP the privatisation and commercialisationof public
sector activities such as banking, transport and telecommunicationswas
vigoroudy pursued as was a contested but continuing process of tax cuts,
public sector expenditure cuts and reductionsin grantsto the States.

The close connection between the ALP and the Australian Council of
Trade Unions (ACTU) meant that the government could not pursue full
labour market deregulation as quickly or completely as the business
community would have liked. Nonethel essthe Accord processes provided
a framework for a fundamental shift away from arbitration and the award
system towards far more decentralised enterprise bargaining arrange-
ment~Asbaanceof payments problemsworsened during the mid 1980s
new Accord agreements were negotiated which traded off reductionsin
real wages against tax cuts and improvementsin superannuation. By the
late 1980s and early 1990s the Accord negotiations had also become a
mechanism for winding back working conditions (often referred to as
'restrictive work practices), boosting productivity and moving rapidly
down the path towardsenterpriselevel bargaining.

Finaly there was a renewed emphasis on training and skills devel-
opment through the 'Active Society' principleof encouraging(and a times
threatening) the unemployed into an expanded range of labour market
programmes. This policy direction was first articulated by the Social
Security Review in 1987 and given further impetus through the White
Paper on Full Employment in 1934 These training measures were
associated with social security reforms. designed to providehigher level sof
income support to people on the lowest incomes by targeting payments
more closely through tighter meanstesting and eligibility requirements.
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The central aim of the entire competitivenessstrategy was to providea
supportive climate within which private sector investment would surge
into productiveexport industries. Unfortunately much of thesurgewasinto
anorgy of unproductive(and in some casescriminal) financial speculation,
company takeovers and other 'get rich quick' schemes. Such speculative
investment actually made the balanceof paymentsproblemsworseaslarge
sums of money were borrowed abroad, leading to a sharp rise in private
sector foreign debt. Throughout the latter part of the 1980s the terms of
trade continued to worsen, imports continued to rise and inflation was
again becoming a problem. The choice of high interest rates to slow
economic growth accelerated and deepened the recession of the early
1990s.

The government argued that this recession was pat of the price
Australians had to pay for restructuring the Australian economy but of
course some people paid a higher price than others. Officid rates of
unemployment roseto over 11 per cent in 1993, the highest levelssince the
Depression. Nearly one million Australianswere unable to find a job and
many otherswereforced into low waged and insecure casual employment.
Facing a public outcry about unemployment and a sharply deteriorating
electoral situation the government began to shift ground. The 1992 One
Nation economic policy statement signalled a rediscovery of the social
costsof unemployment and some expansionof public expenditurein infra-
structure development, education and training and community services.™
Wrapping himself in the nationalist symbolism of Republicanism Prime
Minister Keating managed to stir up sufficient fear about the divisive
impact of the Liberal/National Party's radical New Right Fightback
platform and its central component of a goods and services(consumption)
tax to win the 1993 election.

After the el ection the government continued to focus on unemployment
and commissioned a mgjor inquiry into employment optionsfor Australia
leading to the publication of a White Paper on Unemployment in May
1904.7 Yet the heart of this White Paper remained businessas usual with
the primary answer to unemployment defined in terms of export growth
driven by freetrade, deregulated financial markets, reduced businesscosts,
privatisation, enterprise bargaining and training to improve the ‘job
readiness of the unemployed. Trade and industry policiescontinued to be
based on the view that 'Australian and international experience make it
clear that protectionism, resistanceto structural change and avoidance of
competition are inimical to growth . .. An open economy leaves no room
for subsidies that prop up uncompetitivefirms, nor for detailed prescrip-
tionsfor industry where government directs the flow of resources™™ Asfar
asthe White Paper wasconcerned the path to the futurewassimple. 'When
Australia opted for an open economy, the nation committed itself to



JCHN WISEMAN 101

succeed in an endless race to become, and remain, globally competitive’.”

The last twelve years can be interpreted as a strategic triumph for the
Labor Party and the labour movement in Australia. During this time the
ALP haswonfiveeectionsin arow and Prime Minister Keating speaksin
glowingtermsof thecreationof 2 million jobs, the introductionof compre-
hensive superannuation coverage and improvements in the social wage
such as Medicare, increased child care places and higher, more targeted
benefitsfor low incomeearners.* Over the same period the ACTU has had
unprecedented access to government forums and, while alarmed by falling
membership figures, boastsof thevictoriesof 'strategic unionism' defined
aslarger and moreefficient union structures ableto intervenein a proactive
way in both public and private sector decision making?

Labour's supporters haveargued that, given thereis no alternativeto the
goa of competitiveness, it is essential that economic restructuring be
managed by a Labor government which can minimisesocia polarisation
and dislocation.” For the most optimistic Labor supporters the goa was
understood to be the creation of a kind of southern Sweden, combining
high value added manufacturing exports with relatively humane social
policies."* In addition Labor ministersand ACTU officials have been quick
to respond to criticism of rising inequality and unemployment by arguing
not only that there were no alternativesbut that ‘it could have been worse'.
Constant reference is made to the horrors of Thatcher's England or the
truly bizarreright wingsocia and economic experiments being carried out
in New Zealand. Closer to home thereare the dismal examplesof Victoria,
South Australia, Western Australiaand Tasmania where Liberal govern-
ments have embarked on an extraordinary programmeaof Thatcherist Slash
and bum privatisationand anti union legislation.

No doubt it could have been worse and it would be foolish to dismiss
the real significance of socia wage programmessuch as Medicare or the
residual sourcesof protection against thefull force of 1abour market dereg-
ulation. However an aternative interpretation is that the most lasting
legacies of Labor's period in government will be a deregulated and
globalised economy fully engaged in a race to the bottom with the low
wage, low tax economies of South East Asia.** While the ALP has been
clever at winning elections the price of competitiveness has been
heightened inequality and aradical programmeof deregulationand privati-
sation, which prepares the ground for more savage forms of economic
restructuring when a more openly right wing Liberal/National Party
government is elected. This prospect appears increasingly likely given
recent by-election and opinion poll results indicating that the sharpest
declinein electoral support hasbeen among Labor's traditional male, blue
collar, working class congtituency and that the ALP is perceived as a
hollow political machine, intolerant of criticism and with a declining base



102 THE SOCIALIST REGISTER 1996

of support outside the core groupingsof the organised work place.” While
globalisation with a human face is preferable to more brutal forms of
restructuring the core problem facing social democratic partiesand labour
movementsremains. The strugglefor victory at all costson thegloba race
track is fundamentally incompatible with the goals of sustainable
production, fair distribution, co-operative citizenship and democratic
sovereignty.

The problem of sustainable production

The Labor years in Audtrdia have clearly demonstrated the problems
facing small resource dependent economies during the transition to
globally integrated and post Fordist economic relations. As Marceau
correctly pointsout, Austraia faces the special problem of being 'caught
a the apex of an uncomfortable and internally contradictory triangle:
socialy, politically, organisationally and proprietorially the country looks
across to the Eastern Pacific and Europe whilein termsof trading partners
it must look north. A weak, and increasingly powerless, state combines
with a"'foreign™ industria base in a recipe which has been tried nowhere
clse” ™ Labor's strategic mix of financial deregulation, free trade, micro
economic reform, low taxesand a social contract with the unions to hold
down wages has had only limited successeven on itsown terms. Whilethe
record in relation to economic growth, export growth, employment and
inflation is reasonable in comparison with other OECD countries, the
underlyingstructural problems have worsened."

In relation to capital formation, domestic savings remain low while
foreign investment and ownership rise sharply. The cost of servicing
foreign debt has been a key factor in the ongoing deterioration of
Australias balance of payments position which hasalso been undermined
by poor commodity pricesand strong demand for manufactured imports.
The government continues to claim that substantial reductionsin tariff
protection were essential to encourage international competitivenessand
that foreign investment will finally form the basis for the expansion of
Australian high value-added export industries. But thereis little evidence
that foreign investors are particularly interested in the long term devel-
opment of Austrdian export industries other than mining. Much of the
foreign investment has been directed into speculative activitiesand assets
such as tourist resorts, hotels and office blocks. As Mebourne Age
economicseditor Tim Colebatch notes, 'little investment hasgoneinto the
main export earning areas. In the decade to 1993, the redl net capital stock
per head grew by 24 per cent in mining, fell by 24 per cent in farming, and
was virtually flat in manufacturing. The re-equipping of industry was a
myth'.** And whileit istrue that manufacturing exports have risen sharply,
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manufactured imports have risen even faster leading to a worsening of the
manufacturing trade deficit.™

At the same time the ecological limits to growth are becoming clearer
with mounting evidenceof thefinite natureof Australias natural resources
and the threateningimplicationsof environmental warning signalssuch as
global warming and ozone depletion.™* Bitter conflicts over the logging of
nativeforests, uranium miningand mineral exploitationon Aboriginal land
continue to divide environmentalists, trade unionists and corporate
interests. The family farm has become an endangered species in many
areas due to the combined impact of falling commodity prices, high
interest rates, soil degradation, salinity and the pollution of water supplies
by toxic algae.

The problem d distribution

The debate about who haswon and lost in Australiaover the last decade
hasbeen hotly contested. The government and itssupportersarguethat low
income and disadvantaged groups have benefited substantially from
income security reforms, employment growth and the expansion of the
social wage. Labor's criticson the other hand argue that, after ten years of
economic restructuring poverty, inequality and unemployment remain
deeply entrenched, there has been a significant shift from wagesto profits
and the labour market has been radically transformed with much of the
employment growth limited to low paid, part time and casualised jobs.*
The government itself boasts frequently of its success in reducing taxes
and public sector expenditure claiming this as a victory for efficient
management and tighter targeting of income security payments. Cuts in
areas such as health and education have often been particularly severe at
State and loca government levels as difficult decisions are passed down
the line by the Commonwealth government in the form of reduced grants
and revenue sharing arrangements. In the end even the government's own
Economic Planning and Advisory Council freely admits that, while
'‘Australia does not yet have unmanageable levels of the homeless and
beggars on the streets ... even a cursory reading [of the available
evidence] suggests that measured income inequality, especialy that for
market-based earnings had been increasing, or a best has been relatively
datic.™

Despite the government's relatively strong record in promoting
employment growth the fact remainsthat official unemployment rateswill
remain a over 5 (and probably closer to 10 per cent)."” All 'sensible
economists — and the government — of course agree that this has now
become the new 'natura rate of unemployment’. At the same time the
casualisationof the Australian workforcecontinuesat a dramatic pace with
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much of the employment growth in the part time and casua spheres. A
distributional strategy based on a combination of mass unemployment,
mass casualisation and mass training is indeed a disturbing prospect and
casts a dark shadow over hopesthat social democratic politicscan deliver
a new and progressiveversion of full employment if the union movement
is prepared to broker the sharing out of increased productivity and reduced
wages among workers."*

But perhaps the most disturbing development of all is the extent to
which Labor has created a climate in which egalitarian and co-operative
values have been swept away by the advocates of economic rationalism
and the free market. The rhetoric of social justiceand citizenship has been
a poor defence against the avalanche of claimsfrom business leadersand
right wing think tanks that an open competitive economy makes cutting
taxes and public sector expenditure an inevitable necessity. To take only
two of many possible examples Ivan Deveson, former head of Nissan
Australiaand the Channel 7 mediagroup makesit clear that 'there is no
doubt that we cannot afford the ' socia net™ that we have—that the size of
the net must be linked to the economy — that to some degree our
commitment to an efficient economy has been weakened by some
excessive dependency on social support’.”* Economist Fred Argy who was
the initial architect of the Hawke government's financial deregulation
strategy now draws the conclusion that ‘we are losing control over our
social priorities. Capital markets simply don't like high levels of
government spending on health and social programs".* This leads to a
broader question. Who then is making the decisions— who isgoverning a
deregulated Australian economy and society? And how can nationa and
local democraciessurvive in an age of global financial marketswhich have
become utterly contemptuousof national bordersand local populations?

The problem o regulation and democracy

In 1985 the international credit rating agencies and financial markets
reacted savagely and the value of the Austraian dollar plummeted
following the suggestion that the Hawke Labor government might oppose
the testing of MX missiles by the United States in Austraian offshore
waters. In 1993 the Labor government in Victoria was hurled from office
in a climate of mounting media hysteria about the latest downgrade in
credit ratings from Moodys and Standard and Poors. In 1995 Ford
Australia publicly warned that it would cease its Australian operations (at
acost of 7000 jobs) unlessthere were substantial reductionsin the costs of
labour and government services. In 1993 Victoria Liberal Premier, Jeff
Kennett sacked all elected loca governments and replaced them with
appointed commissioners. In 1995 he announced, after a show of hands by
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several hundred business men and women at a power breakfast, that
business would be more efficient and competitive without having to deal
with an elected Council for the central Melbournearea. So there would be
no elections.”

The combined impact of low domestic savings, rising levelsof private
foreign debt and financial deregulations have dramatically increased the
influence of international capital markets, financial institutionsand credit
rating agencies. In this climate it has become almost impossible to talk
about higher levels of public sector expenditure or progressive taxation
without being howled down by commentators shouting that, not only
would this make Australian business uncompetitivebut, in a deregulated
financial system the international financial markets and credit rating
agencieswould never permit such policiesto be implemented. This hasled
to a disturbing trend towards political self censorship with even the most
progressiveof Labor politiciansand trade unionistssimply refusing to talk
about alternativesto current economic policy settings because, it isargued,
thereis no point in talking about things which simply cannot happen.

The full implications of financial deregulation in Australia are best
articulated by H.C. Coombs who oversaw the introduction of Keynesian
economic policiesin post-war Australiaand went on to be the founding
head of the Reserve Bank and a key economic adviser to eight Australian
Prime Ministers;

The deregulation of the Australian financial system was, in my opinion, a tragedy and [
think the outcome was highly predictablefrom the time of the decision and it wasdisas-
trous. We had a crop of bank failures, arepudiation of the rightsof depositors, company
crashes, millionaires all around the place but the system was not working in a stable
fashion. Wewere progressively losing ownership of our own assets and losing owner ship
of the major enterprisesand institutions in our society."

The ALP under Paul Keating's leadership has been very effective at
playing the nationalist card, proposing that Australiashould break its last
ceremonial tieswith the British monarchy by becominga Republic. There
has also been much talk of creating 'one nation' and supporting ‘the
promation of individual and collective cultural rightsand expressions on
the one hand and, on the other, the promation of common nationa interests
and walues"*® This attempt to find an appropriate balance between
principlesof inclusivenessand difference may help to lessen the explosive
potential for racist forms of socia fragmentation which can easily be
triggered by the dangerous combination of rapid economic restructuring
and diverse ethnic and racial populations. However broader claims that
Labor has at |least defended Australian cultural sovereignty have a hollow
ring given the extent to which foreign ownership of al formsof media has
been actively encouraged with the control of print and electronic media
effectively concentratedinto the handsof the Australian Kerry Packer, the
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Canadian Conrad Black and Australian/American/global Citizen Rupert
Murdoch.® Certainly the comprehensive deregulation of the Australian
economy threatens to make a complete mockery of democratic decision
making and sovereignty in relation to al significant aspects of economic
and social palicy. Asthe Victorian exampleindicateseven the very idea of
democraticel ections has been challenged by the championsof competitive
efficiency.

After social justice? The problem of political ideas

In claiming victory at the 1993 election, Paul Keating referred to it as a
victory for-'the true believers, presumably referring to Labor’s traditional
working class congtituency whose ways of life are increasingly under
threat dueto the very changesin labour market regulation which the Labor
government hassupported so strongly. Unfortunately it is unclear what the
believersare supposed to believe in beyond a vague commitment to 'the
poor', ‘the workers — and 'socia justice".*

Since its formation one hundred years ago the language of 'social
justice’ has often sewed as the Labor Party's unifying vison and
philosophy, at least for those sectionsof the party amid thelabour movement
who wished to avoid being tainted with the image of more radical,
'socialist’ projects. But of course social justice can mean many things. In
1909 one of the founding organisers of the ALP, W.G. Spence argued that
Labor's social justice mission was the antithesisof rapacious capitaism:

Labor hasan idedl. It realises there never can be socia justice under a capitalistic system

of production, distribution and exchange. It aims & agradual but neverthelesscomplete

and permanent change. Capitalism, commercialism, competition, and its concomitant,
wage savery, must ga.

Forty yearslater in the heady daysof post-war reconstruction Labor Prime
Minister Ben Chifley articulated a vision of social justice, security and
compassionas Labor's 'light on the hill":
It isthe duty and responsibilityof the community and particularly those morefortunately
placed, to see that our lessfortunatefellow citizensare protected from those shaftsof fate
which leave them helpless and without hope. That is the objective for which we are
striving. It is the beacon, the light on the hill to which our eyes are alwaysturned and to
which our effortsare alwaysdimecied ™

In his1992 Chifley Memorial LecturePaul Keatingcontinuedto insist that
'‘Labor dtill standsfor the valuesthat Ben Chifley stood for — the primacy
of socid justice, social cohesion, equal opportunity — the fair ga".* It is
certainly true that, throughout the 1980s, Labor governments at both
Commonwealth and State levelsstruggled to articul ate a renewed sense of
direction through the creation of elaborate™ Social Justice Sirategics’."
However, stripped of their rhetorica flourishes about socia justice as
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‘access, equity, participation and rights the mgjor contribution of these
Strategieswasto providea judtification for the more effective targeting of
reduced resources to groups identified as 'disadvantaged’, with disad-
vantage largely defined in termsof exclusion from the mainstream labour
market.* This was quite consistent with the wider strategy of progressive
competitiveness or 'restraint with equity' as Prime Minister Hawke
referred to it. Social justice defined asrestraint with equity was unlikely to
rekindlethe 'light on the hill' or inspirea deeply uninspired electorate.

In the context of soaring unemployment Labor's 1993 election victory
came as a startling surprise to most observers. But anecdotal and opinion
poll evidence suggests that the dominant Australian social mood is one of
cynicism and 'sullenness’ combined with fears about the effect of rapid
change in afragmented world in which there are few sources of certainty,
faith or inspiration? As a wide range of commentators have noted this
deepening sense of risk, anxiety and a collapse of trust in religious and
political institutionsis a pervasivefeature of post industrial, post Fordist
societies and has given rise to a variety of responsesby political parties
desperately attempting to recapturesupporters and asense of direction.*®

In Australiaone response has been to look backwardsto the so called
'lucky country' of the 1950s, calling up the ghosts of Labor's traditional
heroes and 'true believers.”® However the supposedly more secure and
prosperous world of the 1950s cannot be reclaimed in the fragmenting
societies and globalising economies of the 21st century, even if it was
thought desirable to return to the often rigid and oppressive relations of
gender, sexuality, race and ethnicity which were also a feature of those
times.

A second, more dominant response has been the technocraticlanguage
and politics of economic rationalism, public choice theory, privatisation,
deregulation and managerialism. Some of these ideas are smply a
reworkingof neo classical economicideasabout the meritsof |aissez faire
capitalism. But as Pusey has suggested they also involve a fundamental
distrust of discourses based on morality and ethics.* The underlying
assumption is that there can no longer be any commonly agreed on social
normsor values— thereare only the desiresof each individual to maximise
their sensory pleasure and materia gain. The solution is to turn to the
market as the arbiter of individual choices and to neo classical economic
'science’ to ensure the market is protected. The market hasfinally become
God.

A third possibility is to accept, and perhaps revel in the collapse of
universa truthsand values. After dl it was Paul Keating's speech writer
Don Watson who hassuggested that Australiansshould begin toimaginea
'‘post modem republic’ — a nation which is 'deatory [dependent on
chance], impressionistic,figurative, bebop®.* Somestrandsof post modem
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theory have provided a timely antidote to the arrogance of ideological
certainty as well as highlighting the significance of the politics of
difference. However the implications of much post modernist discourse
can also be profoundly nihilistic leading down a path of mora relativism
guite consistent with the reduction of al socia relationships to the
narrowly contractual and commercial relationsof the market place.

In thisarid climate one starting point is to continue to fiercely oppose
the atomistic individualism of competitive 'market citizenship’ and to
defend and reclaim the significanceof interdependenceand co-operation.®
This implies a reaffirmation of the fundamentally socia nature of human
lifeand of the ecological interdependencebetweenall formsof lifeand the
natural environment. It also means that debates about the nature of
economic growth and the distribution of paid and unpaid work will be
crucial in the process of re-imagining political ideals and programmes.
From these beginningswe can then continue the struggle to identify the
most desirable balances between autonomy and solidarity, co-operation
and identity, rights and responsibilities — and to open up new under-
standings about the need to respect differences of gender, sexuality, race
and ethnicity. As Rustin notes:

it ispossible to defend the value of social differentiation without abandoning universal-
istic and egalitarian claims as a foundation for a beneficial diversity of values and
lifestyles. .. Thecentral issue isto see that waysof lifeof. .. complexity and richness
depend not just on individuals but on the various kindsof community which make human
accomplishment, even the everyday accomplishments of parenthood, craftsmanship, or
good citizenship, possible.”

After Labor? The problemd political strategy

Many external observers have been intrigued by the seemingly remarkable
electoral success of Labor in Australia. Charismatic leadership, tactical
skill, good timing and afair amount of luck are all part of the explanation.
But the mgjor reason for Labor's election victories has been the capacity
of the party to continually reinvent itself in responseto the progressively
more difficult problems of modernising the Australian economy while
maintaining cross class alliances between working class and middle class
voters."'

The opposition Libera party responded to its 1983 election defeat by
purging itself of moderateinfluencesand attemptingto carve out a radical
new right political position. However for much of the past decade the
Liberal party and itsallies, the rurally based Nationa party, have struggled
to present a credible programmewhich could reconcil e extreme economic
liberalism, mora conservatism and a backward looking attachment to
England and the monarchy. By contrast Labor has been able to effectively
portray itself as the wave of the future, turning from the monarchy to
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Republicanism, expanding cultural and trade connectionswith Asa and
promising targeted protection for the victims of deregulation and restruc-
turing. This strategy has also provided an effective basisfor maintaining
the support of some sections of manufacturing capital who have shared a
common interest in gaining access to Asan markets and in a managed
processof privatisation and deregulation.™

At the same time Labor's balancing act has aso included an attempt to
portray itself as a champion of ecologica sustainability in order to build
dliances with the environment movement and increase its apped to
ecologicdly concerned middleclass voters. However, these alliances have
continualy fractured under the pressure to expand natura resource
exports, demonstratingagain and again the difficulty of reconciling socia
democratic and ecological politicsif it is not possbleto keep increasing
thesize of the economic pie.

The challenges facing Audralian trade unions and the ALP reflect
similar concerns among al social democratic parties and labour
movements. Perhaps, as many social movement activistsclaim, the project
of social demaocracy is, likethe vision of social jugtice, aworked out seam,
and it issocia movements. Green Partiesand radical independents who are
now the most significant agentsof social reform. In Australia, the ecolog-
icaly focussed Audtralian Democratsand, more recently, the Greens have
hdd the bdance of power in the Senate for dl of Labor's time in
government. Along=ide an emerging cast of socia movement based
independents they have adso provided part of the infrastructure for
exploring new formsof extra-parliamentary political action.

If the central goa of modern social democracy is understood to belittle
more than the humane management of economic restructuring and globa
integration it is hardly surprising that many people have turned to other
sources of politica inspiration. Ye it is important to remember that the
social democratic heritage has dways contained both technocratic and
emancipatory potentias. Onedanger o simplisticallyembracingthesocia
movement 'solution’ isthat the significanceof classas a category of both
analysisand action will be completely lost. Thus Segdl, while rgjecting the
often gender-blind, technocratic and authoritarian practices of both socia
democracy and Leninism asks:

should we not also pause a moment to recognize the weaknesses of the new social

movements themselves? Without access to the resourcesof strengthened social democ-

raticreformist structures, asdecentralised and accountable aspossible, and without strong
trade unions, the social movements (particularly as conceived by the theorists of

difference) can offer little more than the enjoyment of an endlessgame of self-exploration
played out on thegreat board of Identity.*

The choice between social democratic, labour movement and social
movement politics is a fase choice. OfF course, social democratic parties
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will never challenge the dominant logic of the market and economic
growth by themselves. It hasalwaysbeen silly to believethat — in Australia
or anywhere else. Parliamentary parties linked to labour movementscan
only be expected to hold their nerve and pursue alternative economic
agendas to those of globalised capital if they are constantly challenged,
pushed and inspired by non parliamentary labour and social movements.
Thetask thereforeisto defend and build on the solidaristictraditionsaof the
labour movement while exploring the space for more creative, reciprocal
and differentiated social relations and political processes emerging from
social movements concerned with questions of gender, sexuality, race,
ethnicity and ecology.

It is possible that, over time, a formal alliance between progressive
labour movement and environmental political movements might develop
in Australia along the lines of the Alliance in New Zealand.” But the
Australian historical context of a particularly tight connection between the
[abour movement and the Labor Party make grand coalitionsan ambitious
goal. Shifting networksof labour, social movement and community organ-
isations coming together to work on particular issues of common concern
are likely to be more feasible and fruitful arrangementsin the immediate
future. Whatever form these alliances or networkstake they will have to
come to termswith the politicsof globalisationand the changing nature of
national boundariesand the nation state.

Alternativesto the global racetrack? The problem o national politicsin
borderless nations

Unfortunately it is far easier to point to the limitations of Augtralian
Labor's 'globalisation with a human face' than it isto articulate alternative
local, national and international strategies which can seriously challenge
the logic of 'competitiveness a al costs and are consistent with the
principles of ecological sustainability, social cooperation and democratic
sovereignty.

The first and most important step is to believe that there are, in fact,
aternatives. Globalisation does not mean we are heading for a monolithic
world government run by the UN or anyone else. That way lie the
dangerous paranoias of the US militiasand the fundamentalist right. Nor
are we facing the complete collapse of nationd borders and the dide into
a global Bosnia of tribaism and chaos predicted by a variety of post
modern charlatansand end of the world doom sayers.*® Other prophets of
globalisation argue that the massive expansion of global communication
technologiesallowing the virtually instantaneoustransfer of vast financial
flows rules out the possibility of even discussing the reregulation of
financial markets. This in turn provides a formidable and demobilising



JOHN WISEMAN

weapon for those who argue, like Margaret Thatcher, that There Is No
Alternativeto the wildest extremesof free market capitalism. However, as
Bienefeldargues, financial deregulationisaresult of political choice rather
than technology:
In thefina anaysis, financia regulation dependson the political will to enforce adequate
sanctions, so that, given the risk of discovery, the majority of people will observe the law.
The fact that such laws can always be technically evaded (by some, for atime) is not an
argument against them or their enforcement, any more than the existence of unsolved
murders constitutes an argument against the homicide laws ... In fact, the biggest
obstacle to the enforcement of financial regulations today, is not the computer or the fax
machine, but the poisonous individualism of the eighties which has undermined people's
willingness to observe the law by corroding the ethical and ideological foundations on
which law enforcement, taxation and the ability to justify socia investment ultimately
mest®

The task of developing creative aternatives to the destructive power of
global economic restructuring has global, local and national dimensions.
Globalist strategies have tended to focus on the creation of aternative
political, financia and lega global institutions which can form a democ-
ratic counterweight to the power of transnational cagital.™ If corporate
power has shifted to the global arena then global trade unions, environ-
mental agencies, community organisations and governmental institutions
are seen, by some, as the remedy. Such organisationscould, it is argued,
provide the base for the creation of international corporate codes of
conduct. controls over financial transactionsand the construction of new
forms of international governanceincluding the possibility of international
corporate taxes such as the Tobin tax proposa? Internationaly based
government and non-governmental organisations can aso provide the
basisfor attempts to enshrine trade union and human rights principlesin
international trade agreements and create multilateral and bilateral social
charters specifying minimum standards of living and standards of social
service provision. The establishment of agreements about human rights
and appropriate social, economic and environmental benchmarksin the
Asia Peacific region certainly need to befirmly placed on the agendain the
context of the negotiationsaround APEC and the expansionof AsiaPecific
trading relations. However, the limited effectivenessof social charter and
trade union rights agreements in both the NAFTA and EC experience
suggeststhat it would be unwiseto placetoo much faith in internationalist
strategies on their own.

At the other end of the scale are the supporters of 'globalisation from
below', commonly involvingthefostering of local economic networksand
loca community relationships as significant arenas within in which
identity and differencecan be protected, solidarity and mutuality nurtured
and ecological values sustained.”? Many proponentsof locaism have aso
noted the potential for making globa links between local groups and
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developing the ‘Lilliputian tactic' of tying down the corporate 'giants of
global corporate power with thousands of interconnected local grassroots
movementsand struggles. Part of theaim here isto counter the divideand
rule, 'beggar thy neighbour' tactics of the race to the bottom agenda by
creating the conditionsfor an ‘upward' rather than 'downward’ harmoni-
sation in which workers and citizens with lower wages and working
conditionsare lifted upwards rather than driving down the living standards
of workers in more prosperous economies. As a number of authors and
activists have noted the expansion of global trade and communications
creates possibilitiesas well as threatsand the careful broadening of inter-
national and regional aliances between loca trade unions, community
organisations and social movements is an important and complex
challenge.” In relation to this goal many activists within the Australian
l[abour movement — and indeed other social movements— have begun to
recognise the importance of creating networks and alliances within the
Asia-Pacific region.™ Recognising the importance of such networksis a
good start. But establishing the understandingand trust to overcome deep
cultural differences will require a marked increase in the resources and
time devoted to thistask.

As the rhetoric of 'think global: act local' becomes pervasive it is
tempting to accept that the room to move at the nation state level haseffec-
tively disappeared. But while the very idea of national political identity
may have been opened to question by the internationalisationof capital it
has become more important than ever to reconsider the relationship
between social movements, labour movements and nation states. As
Mahon correctly points out ‘the world has more depth than a global
network of economic power extending from the centre(s) to the periphery.
To problematise the coherence and durability of national societies and
states, however, does call for new ways of thinking about the way that
socia space is organised and reorganised over time. . . the nation state is
not dead but strategic horizons haveto be expanded to render visible other
layersof action".™

Without being naive about the room to move available to national
governmentsit will be aseriouserror to vacatethe arenaof the nation state
and national parliamentary politics. That way lies the hollowed out 'street
warfare' politicsof Los Angelesand New York with no effective focusfor
contesting the control of transnational or national capital over decisionsin
particular societiesand locales. Oneof the most important lessonsfrom the
last fifteen yearsin Austraiaisthat, if we lose democraticcontrol over the
key decision-making forums and processes of the national and regional
state, then we lose a great deal indeed for all real decision making power
in relation to capital formation, productionand distribution will have been
effectively corporatised. The debate about the relative autonomy of the
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nation state isfar from over but the challenge isto imagineand create new
democratic institutionsand regulatory processes in an age where trust is
scarce, thesense of risk iswidespread and the consequencesof actionsare
often far removed from those involved in making the decisions.

More broadly the experience of Labor in government in Austraia
suggests that progressive competitiveness may be a kinder strategy in the
short term. It may aso create some room to move for the exploration of
new political formations and aliances. But it will remain only a kinder
road to hell if there continues to be an unguestioning acceptance of the
inevitability and irreversibility of a globalised and deregulated economy.
The alternative path isfar from clear but an important starting point must
continue to be a recognition that the goalsof endless economicgrowthand
competitiveness at all costs are finally not compatible with the goals of
ecological sustainability, co-operative citizenship and democratic sover-

eignty.
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