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FOREWORD

In the past twelve months of Australian politics, the only thing that has collapsed more quickly than public support for the Liberal–National Coalition has been our politicians’ faith in market forces. In 2013 Tony Abbott was elected on a promise to cut red tape; at the end of 2018, the Morrison government rushed to pass legislation introducing fresh red tape for the electricity industry. This proposal came hard on the heels of new regulations for banks, social media companies, charities and – more predictably – unions.

In this country, it’s not just our prime ministers who change quickly; it’s also our policies, ideas and even ideologies. After decades of defining itself as the strongest supporter of “free markets,” the Coalition has recently adopted the tenets of its opponents. It now considers regulation – of “bad guys” like terrorists, unionists and, more recently, the big banks – to be “good.” At the same time, “good guys” like media barons are still benefiting from the deregulation agenda, which has allowed News Corp to partner with Foxtel, and Channel 9 to acquire Fairfax.

When I wrote the Quarterly Essay on which this book is based, some found the title confusing. Dead Right: How Neoliberalism Ate Itself and What Comes Next was not meant to suggest that the right of Australian politics is dead, nor that all neoliberal ideas and language are dead. Rather, my argument was that the right no longer places neoliberal ideas at the centre of its rhetoric and policies. Former deputy prime minister Barnaby Joyce has made it clear that spending large amounts of public money in National Party electorates was vital to his political strategy. Resources minister Matt Canavan defended his offer to subsidise the Adani coalmine on the basis that all existing coalmines were subsidised. Nearly the whole parliament agreed that the market could not be trusted to look after sheep jammed onto crowded boats headed for overseas abattoirs.

Prime Minister Scott Morrison has ignored the advice of AGL Energy, the country’s largest consumer of coal, that new coal-fired power stations are unnecessary and unaffordable. Scott “Government Knows Best” Morrison has instead rebranded coal-fired electricity as “fair dinkum power,” and plans to hurry through new legislation ensuring that more coal-fired stations are built as soon as possible.

While I disagree with many of the policies and priorities of the Coalition, I applaud its honesty in admitting that subsidies are an effective way to expand an industry, that regulation is a great way to change corporate behaviour, and that budget deficits are not irresponsible if the “good debt” is used to invest in infrastructure and public services that will deliver benefits for decades.

Although I prefer subsidies for renewable energy and dental care to coalmines and diesel fuel, in a democracy it is not my preferences – nor Scott Morrison’s – that count; it is those of the majority of the population. Neoliberalism claimed that the market decided the shape of our economy and society, but the Liberal Party has recently made it clear that it is actually our parliaments that do this. If Australia wants a big coal industry, or a big renewable energy industry, or a big dental-care industry, then our federal parliament can make it happen.

Parliaments decide on spending, on who gets taxed and who receives funding. Barnaby Joyce and Matt Canavan have done the Australian public an enormous service by letting us in on the simple truth that politics matters and the decisions of politicians matter. The key question we must face is: what kind of country do we want to build? Do we want more coalmines, or more wind turbines? Better education and aged care, or lower taxes for high-income earners?

Over to you.





INTRODUCTION

The era of “economic rationalism,” small government and blind faith in market forces is dead. It was buried and cremated by Tony Abbott’s government, although neither he nor his two Liberal Party successors have yet delivered its eulogy, for the simple reason that, even as a corpse, the idea that what is good for business is good for the country has so much rhetorical and political power in Australia.

Senior Liberal MPs want to nationalise coal-fired power stations, yet they oppose nationalisation of the banks. They want to subsidise the Adani coalmine, yet they oppose subsidies for renewable energy. The NSW Liberal government bought a football stadium and plans to spend hundreds of millions of dollars fixing it up. And a Liberal prime minister, Malcolm Turnbull, said damn the budget deficit, let’s cut tax revenue by $65 billion and see what happens.

Neoliberalism, the catch-all term for all things small government, has been the ideal cloak behind which to conceal enormous shifts in Australia’s wealth and culture. It has provided powerful people with the perfect language in which to dress up their self-interest as the national interest. Without such a cloak, policies to slash income support for those most in need while giving tax cuts to those with the most money would just look nasty.

Over the past thirty years, the language, ideas and policies of neoliberalism have transformed our economy and, more importantly, our culture. Much has been written for and against privatisation, deregulation and the outsourcing of public services. And much has been written about the social and political consequences of rising inequality. But the purpose of this essay is to consider, in the age of Trump, Brexit and Pauline Hanson 2.0, how the neoliberal agenda of “free markets,” “free trade” and “trickle-down tax cuts” has wounded our national identity, bled our national confidence, caused paralysis in our parliaments, and is eating away at the identity of those on the right of Australian politics.

Australians have been conned into privatising assets on the basis of a budget emergency that those pushing big tax cuts clearly do not believe exists. And we have been conned into deregulating the banking sector on the basis that competition among the banks would ensure good service at good prices. The Royal Commission into Misconduct in the Banking, Superannuation and Financial Services Industry has killed off that idea once and for all. The larger result is a fundamental loss of faith in experts, in institutions and, increasingly, in democracy itself.

While there is no doubt that neoliberalism has succeeded in undermining faith in the role of government, there is much doubt about where Australia is now headed. Could the political right unravel? What is the proper role of the state in a world where even Liberals want to nationalise some industries? How should our democracy respond to the rise of populism? What would a renewed democracy look like, and where might it be found?

The ghost of Australia past

Australians once prided themselves on the unique place of mateship in our culture. It was, we were told, sticking by your mates that helped previous generations survive the horrors of Gallipoli and the Thai–Burma railway. This was the Anzac spirit.

Australia was also once seen as a workers’ paradise. We led the world by introducing paid holidays, paid sick leave and the eight-hour day. Back in 1944, Robert Menzies, our longest-serving prime minister and hero of Australian conservatives, declared:


The moment we establish, or perpetuate, the principle that the citizen, in order to get something he needs or wants and to which he has looked forward, must prove his poverty, we convert him into a suppliant to the state for benevolence … That position is inconsistent with the proper dignity of the citizen in a democratic country.



In the ’50s, tall poppies were cut down, bosses were bastards and the Anzac spirit prevailed over the more American notion that the Devil can take the hindmost.

But the past is another country. Australians now work some of the longest hours in the developed world, unpaid overtime is the norm for most workers, and our unemployment benefits are among the stingiest in the developed world. Citizens are encouraged to dob in dole bludgers and keep an eye on suspect (Muslim) neighbours. Conservative politicians tell those who disagree with their worldview to leave our country. Yet although those same politicians have worked to undermine the collectivist spirit of our labour market and welfare system, they still talk endlessly about mateship and the Anzac spirit.

As then prime minister Turnbull said in 2017:


We do not glorify war – Anzac Day is not the anniversary of a great victory. But it commemorates the triumph of the human spirit, the patriotism, the sacrifice, the courage, the endurance, the mateship … Australian values have been fought for from the time we became a nation. Freedom, parliamentary democracy, the rule of law, mutual respect, equality, the opportunity to get ahead, the fair go – the opportunity to get ahead but lend a hand to those who fall behind.



Yet the neoliberal value of looking after yourself first is fundamentally incompatible with the value of sticking by your mates when times are tough. The shift is not just economic, but cultural. This is, of course, no accident. Margaret Thatcher is often remembered for her famous assertion that “There is no such thing as society,” but her views on the role of economics in shaping the society she said didn’t exist are far more illuminating:


What’s irritated me about the whole direction of politics in the last thirty years [she spoke in 1981] is that it’s always been towards the collectivist society. People have forgotten about the personal society. And they say: do I count, do I matter? To which the short answer is, yes. And therefore, it isn’t that I set out on economic policies; it’s that I set out really to change the approach, and changing the economics is the means of changing that approach. If you change the approach, you really are after the heart and soul of the nation. Economics are the method; the object is to change the heart and soul.



If any cultural institution represents what the political right in Australia sees as the heart and soul of the nation, it is the Australian War Memorial. Opened in 1941, it was built to help a nation at war remember those who gave their lives. Above its memorial pool are long cloisters, where the Roll of Honour, listing the names of the 102,185 men and women killed while serving their nation, is inscribed on a series of bronze plaques. No ranks are displayed and all names are the same size, because “all men [sic] are equal in death.”

Yet neoliberalism has managed to change the heart and soul of the War Memorial. While all men might be equal in death, all sponsors must also be thanked in the appropriately sized font. The memorial courtyard now contains an eternal flame, a donation from AGL, Santos and East Australian Pipelines. The gas for the eternal flame is “generously” provided by Origin Energy under a sponsorship agreement. The gas industry’s “sacrifice” in funding a tiny fraction of the total cost of the Australian War Memorial receives far more prominence than the names of Australians who gave their lives for our country. Lest we forget our sponsors.

The War Memorial is afraid to ask for too much government help, lest the shrine built to help us remember those who made the ultimate sacrifice impose a burden on today’s taxpayers. Luckily, neoliberalism offers a solution for the fiscal shame of offering free admission: corporate sponsorship.

It gets worse. While the irony of sponsorship by the oil industry, a fuel over which so many wars were fought in the twentieth century, might be missed by some, surely no one could miss the irony of BAE Systems, Lockheed Martin, Thales and other weapons manufacturers sponsoring the Australian War Memorial. All receive acknowledgment in type far bigger and more prominent than those who died for their country. Indeed, the advertisement acknowledging the support of BHP dwarfs the portrait and life story of General Kenneth Eather, who commanded Australian troops during the Kokoda campaign. Lest we forget who deserves the most recognition.

Of course, it is not just our war memorial that tells us it is now the private sector that provides for us. Our other great cultural symbol, the sports stadium, has been transformed by neoliberalism as well. Once named after great Australians, these stadiums are today more commonly named after the corporate sponsors that contribute 1 or 2 per cent of the cost of constructing and running our cities’ most recognisable public buildings.

Consider Lang Park in Brisbane, for example. It was named after John Dunmore Lang, a Presbyterian minister and politician who was among the first to call for an end to convict transportation and for Australia to become an independent republic. In 1994 the name Lang Park was dropped and the ground became known as Suncorp Stadium – a moniker embraced not just by the football codes that use the stadium, but by the politicians who built it and by the ABC commentators whose editorial policy otherwise bans them from giving corporate endorsements.

Although it is named after the finance company Suncorp, the cost of building and maintaining the stadium falls almost entirely to the taxpayer. And although Suncorp declares on its website that it “is committed to ensuring [the stadium] remains a popular community venue for sport and entertainment for years to come,” just how much support Suncorp provides is deemed commercial-in-confidence. Apparently, while Suncorp is proud to use its customers’ money to promote the generosity of the company, it is not so proud that it is willing to specify how much this support amounts to.

What we do know is that Queensland taxpayers contributed $280 million to the redevelopment of Suncorp Stadium back in 1999. And although taxpayers contribute more than half of the operating budget for Stadiums Queensland (the government agency that owns and operates Queensland’s major stadiums), with ticket sales contributing tens of millions as well, it is the corporate sponsors, not the taxpayers or customers, that are thanked for providing such a prominent public asset.

And then there is the Westpac Rescue Helicopter Service, which operates in several Australian states. It is taxpayers, not bank shareholders, who contribute the vast majority of the service’s operating budget, though this is noted nowhere in publicity for the service. In New South Wales, for example, the Westpac Rescue Helicopter Service is actually an arm of the state government–funded ambulance service. Westpac simply bought the naming rights to this essential community service.

In one of the more outrageously disingenuous pieces of PR imaginable, a TV advertisement featuring two actors pretending to drown illustrates Westpac’s generosity to the community. As the father and son cling to an esky near their sinking yacht and the rescue helicopter hovers overhead, an earnest voiceover tells viewers that the father “doesn’t bank with Westpac. Not all Australians are with Westpac. But we’re with all Australians.” The ad omits to mention that the reason the helicopter picks up non-Westpac customers has absolutely nothing to do with the generosity of Westpac and everything to do with the fact that the NSW ambulance service is publicly funded to provide exactly that service.

While Westpac is keen to be associated with rescue helicopters, the oil and gas industry is keen to be associated with the War Memorial, and companies such as McDonald’s are keen to be associated with children’s hospitals, corporate sponsorship and branding is far less common for other essential community services, such as prisons or sewers. Indeed, it is no accident that brands like Transurban are not more visible along the length of their highly expensive and highly profitable toll roads. It’s as if the private sector is keen to associate itself with the most popular services provided by the public sector, while distancing itself from the unpopular ways in which it makes so much money from citizens.

In short, corporate sponsorship of public assets and public services plays a key part in persuading the public that nothing good can be done without the help of the private sector. Whether it is rescue helicopters, stadiums, war memorials or art galleries, the Australian public has been exposed to decades of public tribute to the corporates that provide just a per cent or two of the funding, while simultaneously being told that governments, which contribute the vast majority of the funds, are broke, inefficient and can’t afford to deliver the services they once could. Neoliberalism has trained us to thank our sponsors, not our fellow citizens, for what we have collectively achieved. But many of those generous sponsors work hard to minimise the generosity of their tax bill. For years the Australian Tax Office chased BHP for around $1 billion in underpayment of tax. If the company had paid its taxes in full and ditched the corporate sponsorship, we, and the war memorial, would be far better off.

Trickling down

Sponsorship is a cunning sleight of hand, but trickle-down economics is the greatest of all neoliberal tricks. Trickle-down economics works, but not in the way its advocates suggest. Policies such as cutting the company tax rate won’t do much to create jobs or boost the incomes of the poor. But trickle-down economics has been incredibly effective in shifting our national debate away from what government policies are right, fair or necessary and towards a permanent conversation about which policies are affordable, efficient and provide people with the right incentives.

Living in one of the richest countries in the world, Australians can afford to design and build any public services or infrastructure we want, but the budget deficits caused by decades of big tax cuts mean that our debate now revolves around what is cheapest to provide rather than what is best for the community. And rather than conduct broad debates about our national priorities in the plain English spoken by the majority, we now hold narrow public debates in the econobabble spoken by the minority.

In making our rich nation feel poor, and in depicting those with the least as the biggest cause of our “budget emergency,” neoliberalism has made us more selfish and less trusting of each other. It has changed our culture so fundamentally that it has reshaped the way we see ourselves and the way we see each other. In turn, it has radically altered the way we see the role of government.

Consider health policy, for example. Should all children with cancer receive high-quality treatment, or only those whose parents can afford it? Should all adults with cancer receive the highest level of care, or only those who have the most expensive insurance?

Different people in different countries come up with quite different answers to these questions. Not even Barack Obama suggested that all US citizens should have universal access to high-quality health care, and not even Tony Abbott suggested that Australia’s publicly funded Medicare system should be removed.

In Australia, our history and culture has given us a health system that is cheaper and more accessible than US citizens can possibly imagine. Cost–benefit analysis can’t explain the differences between the health systems of the United States and Australia, but culture can. That said, while the Australian health system might look generous compared to the US system, such a comparison does not set a very high bar. While only 4 per cent of UK citizens said that cost had prevented them seeking health care, in Australia the figure was 16 per cent. The Australian health system could help more people if we wanted it to, but after thirty years of neoliberalism it’s not at all clear that we do. For decades, successive governments have overseen steady increases in co-payments for medicines and other out-of-pocket expenses, while the decision by individual doctors to bulk-bill some patients and not others means that our health care system is beginning to look more like doctors’ charity than universal care.

Another neat neoliberal trick has been to train Australians to think that questions like “Should we help people with cancer?” do not concern cultural values, but market values. Rather than ask ourselves whether we should help, or abandon, those in need, for decades we have been encouraged to focus on why people are in need and what the “unintended consequences” of helping them might be. If we give sick people free medicine, will they really value it? If we help everyone in need, will they take less care of themselves? If neoliberalism has taught us anything, it’s that people respond to incentives, and we wouldn’t want to give sick people the wrong incentives, would we? If we did, trying to help them might end up hurting them. And nobody wants to hurt the sick … right?

But we do hurt the sick and the poor. We do force sick and disabled people to make impossibly hard choices about how much to spend on their health care rather than their children’s Christmas presents and school excursions. In describing the results of a survey of patients, the head of the Consumers Health Forum, Leanne Wells, concluded, “People avoid going to the GP, are failing to get scripts filled and are not going to see specialists they are referred to.”

Robert Menzies didn’t think like that. He didn’t think we should make citizens convince the government they need help. In 1944, after warning against converting people into “suppliant[s] to the state,” he went on to say:


People should be able to obtain these benefits as a matter of right, with no more loss of their own standards of self-respect than would be involved in collecting from an insurance company the proceeds of an endowment policy on which they have been paying premiums for years.



Of course, our culture has changed radically since Menzies was prime minister. On the evidence of this statement, he’d be considered a leftie these days.

Australian politicians now worry aloud that helping the disabled, single parents and the jobless might really be hurting the disabled, single parents and the jobless. As Joe Hockey once said:


As a parent I want to give my children everything they wish for. As a democratically elected legislator I want to give my constituents everything they wish for. The hardest task in life is to say no to someone you care about. So perhaps what we are witnessing is a chronic failure of the democratic process. A weak government tends to give its citizens everything they wish for. A strong government has the will to say no!



It therefore comes as no surprise that, after arguing for thirty years that helping people in need might actually hurt them, Australian politicians would wind up arguing that locking up refugees in island hellholes is actually a good way to help other refugees.

Much of the rhetorical power of neoliberalism arose from the way it laid claim to words like “efficiency,” “productivity” and “growth,” distorted them, and then injected them back into public debate in the most confusing ways. For example, once you convince people that government spending is wasteful, it is easy to argue that any cuts in government spending are efficient. It’s not a complicated trick, but it is audacious. And it clearly works.

Advocating more investment in early childhood development, preventive health care or high-quality aged care is so hard in Australia because neoliberal language has made it an uphill battle to argue that prevention is better than cure. Those who seek small amounts of money now to prevent the need for more expensive interventions in the future are accused of ignoring the requirement for governments to be efficient.

Words matter. And when the same word means different things to different people, it can be a source of confusion rather than communication. Which is why words like “efficiency,” “productivity,” “competitiveness,” “incentive” and all the other neoliberal favourites have become so central to the confusion at the heart of Australian politics about what we are trying to achieve and how we are trying to achieve it.

Take the protection of vulnerable children, for example. Everyone wants the government agencies entrusted with the care of vulnerable children to do so efficiently. But how many children should die in the pursuit of that efficiency? That’s a much harder question than “Should child protection agencies be efficient?”, but by focusing endlessly on the question of efficiency, neoliberalism has left no room in our public debate for those trying to ask such questions.

The horrible reality is that the pursuit of efficiency can kill. And it does. Braxton Slager was a two-year-old boy removed from his parents by the NSW Department of Family and Community Services. According to the coroner’s report into the toddler’s death, Braxton had been placed in an “unsuitable” foster home environment, which was described by police and the coroner as “dirty” and “dangerous.” While Braxton was removed from his parents by the NSW government, in the name of efficiency the Department of Family and Community Services had “outsourced” the role of finding suitable homes for vulnerable children many years ago. Outsourcing, like failing to put oil in your car, can save you money in the short term. And saving money in the short term is one definition of efficient, but it’s by no means the only one.

Braxton’s unsuitable foster home was found for him by an organisation called Life Without Barriers, and it selected that home without first inspecting it. Had Life Without Barriers or the NSW government inspected the home Braxton was placed in, they would have found an unapproved backyard pool that was poorly fenced, in a setting described by the coroner as a “dumping ground” of “discarded building materials, tools, nails, metal objects, alcohol, and beer cans.” But, of course, inspections cost money, and cutting corners to save money can be described as “efficient.” Or dangerous. Words matter.

The real trick of neoliberalism, as Margaret Thatcher told us, is not the economic tools of outsourcing and privatising the provision of public services, but the cultural tools used on our hearts and souls. Children in Australia die in the custody of our governments, but our public debate focuses on our fiscal deficits, not our moral deficits. That’s quite a feat.

The pursuit of efficiency also helped to kill Shirley Carter – and to ensure that her death attracted far less attention than a politician wasting money on travel. Shirley wasn’t young like Braxton, but she was vulnerable nonetheless when she died at the Opal Raymond Terrace Gardens nursing home in New South Wales in October 2016. She died a day after maggots were found in her mouth. After Shirley’s death, the aged-care home responsible for her care suggested to her daughter, Jayne Carter, that “It’s probably better if you don’t say anything to anybody, because you know how these kind of things can be blown out of proportion.”

Although Australia is one of the richest countries in the world, the kind of treatment endured by Shirley Carter is far from unique. Parliamentary inquiries early in 2018 into the Oakden Aged Mental Health Care facility in South Australia revealed systematic and widespread abuse and neglect of patients for ten years. Bob Spriggs, for example, had been admitted to the Oakden facility with multiple illnesses, including Parkinson’s disease. He was given ten times his prescribed dose of medication and was found after his death with significant unexplained bruising. The Senate inquiry found that “poor or inappropriate training” and a “culture of fear, silence and cover-up among staff” contributed to the mistreatment of residents. In the name of saving money – or efficiency, if you prefer – there were no regular inspections of the Oakden facility.

Mistakes and mistreatment in institutions are neither new nor entirely the fault of neoliberalism, but placing the profit motive at the heart of the delivery of care for the vulnerable creates a strong incentive to cut costs in an environment where customers are poorly placed to speak up for themselves, and at times literally incapable of it.

Handing over the care of vulnerable kids, the elderly and the disabled to companies with a legal obligation to maximise profits is, literally, a risky business, but whether the risks are borne by patients or shareholders is decided by the strengths of the rules that govern the so-called free market and the strength of the regulator that oversees those rules. As the Oakden inquiry showed, some Australian regulators have adopted such a “light touch” approach to regulation that their presence is barely perceptible.

But not all watchdogs lack teeth. Indeed, as any conservative politician will tell you, when it comes to welfare fraud, you can’t be too careful. Consider, for example, the Turnbull government’s “crackdown” that required 30,000 people on the disability pension to undergo medical examinations. While the expensive and intrusive tests on individuals were expected to result in 1800 people being removed from the disability pension and placed on the less generous unemployment benefit, the testing resulted in only 135 people having their benefits cut.

But while vulnerable people in Australia are forced to endure endless interviews and inquiries to ensure they are not getting too much help in their time of need, the days of random inspections of nursing homes are over. Not only is such regulation and oversight considered expensive, it is seen as an intrusive insult to efficient private companies that are trying to create jobs and wealth. Despite clear evidence of misconduct and poor enforcement of the law, the Coalition spent two years defending the banking industry against suggestions that it needed “yet another inquiry,” by arguing that it would be a waste of money.

Measuring efficiency and waste isn’t like measuring weight or height. It involves judgments about value, just as measuring fairness, sustainability or un-Australianness does. For example, is buying your kids the cheapest food you can find an efficient form of household budgeting, or bad for their long-term health? And is feeding elderly and mentally disabled people the cheapest food possible an efficient way to run the aged-care system, or is it an abuse of people who have no real voice and no real choice? One study found that 68 per cent of aged-care residents in Australia were either malnourished or at risk of malnourishment, with calcium intakes in particular a source of concern due to a lack of dairy food. Is 68 per cent malnourishment too high, too low or just right? Measuring the efficiency, quality and appropriateness of human services is almost entirely a matter of values, but neoliberalism has trained us to think that it is a scientific process best left to the experts.

Words like “efficiency” have been used to usurp democratic debate about our national values and replace it with a debate about the value of individuals. For example, we no longer talk about the inherent value of educating our children, but of the increase in skills and productivity that their education will provide to the economy. Similarly, we don’t talk about the appalling human rights abuses that accompany our internationally scandalous rates of Indigenous incarceration, but of the reduction in the cost of running prisons that better sentencing policies might deliver.

Rather than have a democratic debate about how we should better support vulnerable children, the disabled and the unemployed, neoliberalism has trained us to debate whether we should provide better support to vulnerable children, the disabled and the unemployed. That is, neoliberalism has not only made health care more expensive in Australia, it has also hardened the hearts of average Australians towards those most in need of that care.

Some sick people are lucky enough to be afflicted with diseases that require drugs that are relatively cheap, because the drugs were invented a long time ago and are no longer covered by patents. But other sick people are unlucky in that they need newer drugs, which often cost more. While we have a system of government subsidies for pharmaceuticals in Australia, that system requires “co-payments” of up to $39.50 per script.

Today we are told that helping the unemployed gives them no incentive to find a job, helping the disabled gives them no incentive to search for work, and helping those fleeing violence in other countries will just encourage other desperate people to jump the (imaginary) queue.

While the Anzac legend tells us that we look after each other when things get tough, in modern Australia we know that helping people is the easy way out. It takes strength to be harsh. You have to be cruel to be kind.

After decades of economic growth, how can we be broke?

Australia just experienced one of the biggest mining booms in world history. But even at the peak of that boom, there was no talk of the wonderful opportunity we finally had to invest in world-class mental health or domestic violence crisis services. Nor was there much talk from either major party about how the wealth of the mining boom gave us a once-in-a-generation opportunity to invest in remote Indigenous communities. Nope, the peak of the mining boom was not the time to help those who had missed out in decades past, but the Howard government thought it was a great time to introduce permanent tax cuts for high-income earners. These, of course, are the tax cuts that caused the budget deficits we have today.

Millions of tonnes of explosives were used during the mining boom to build more than 100 new mines, but it wasn’t just prime farmland that was blasted away in the boom, it was access to the middle class. At the same time that Gina Rinehart was becoming the world’s richest woman on the back of rising iron-ore prices, those on the minimum wage were falling further and further behind their fellow Australians. Like Joe Hockey, Rinehart saw the problem of inequality as having more to do with the character of the poor than with the rules of the game: “If you’re jealous of those with more money, don’t just sit there and complain. Do something to make more money yourself – spend less time drinking or smoking and socialising, and more time working.”

Australia isn’t poor: it is rich beyond the imagining of anyone living in the 1970s or ’80s. But so much of that new wealth has been vacuumed up by a few, and so little of that new wealth has been paid in tax, that the public has been convinced that ours is a country struggling to pay its bills.

Convincing Australians that our nation is poor and that our governments “can’t afford” to provide the level of services they provided in the past has not just helped to lower our expectations of our public services and infrastructure, it has helped to lower our expectations of democracy itself. A public school in Sydney has had to ban kids from running in the playground because it was so overcrowded. Trains have become so crowded at peak hours that many people, especially the frail and the disabled, are reluctant to use them. And those who have lost their jobs now wait for hours on the phone when they reach out to Centrelink for help. Although people with low expectations are easier to con, fomenting cynicism about democracy comes at a long-term cost. Indeed, as the current crop of politicians is beginning to discover, people with low expectations feel they have nothing to lose. As more and more people live with the poverty and job insecurity that flow directly from neoliberal welfare and industrial relations policies, the scare campaigns run so successfully by the likes of the Business Council of Australia have lost their sting. Scary stories about the economy become like car alarms: once they attracted attention, but now they simply annoy those forced to listen.

After decades of hearing conservative politicians say that government is the problem, a growing number of conservative voters no longer care which major party forms government. If governments can’t make a difference and all politicians are corrupt, why not vote for outsiders like Jacqui Lambie or Clive Palmer? There is perhaps no clearer evidence of the short-termism of the Liberal and National parties today than their willingness to fan the flames of anti-politician rhetoric without considering that it is their own voters who are most likely to heed the message. Back when he was leading the campaign against Australia becoming a republic, Tony Abbott famously argued that you couldn’t trust politicians to choose our head of state. And more recently, in campaigning against marriage equality, Minister Matt Canavan was featured in a television advertisement laughing at the thought that we could trust politicians.

Convincing Australians that the country was broke also helped convince us that we have no choice but to sell the family silver. But of course we have a choice. Just as there is no right answer as to whether it’s better to rent a home or buy one, there is no right answer to whether it’s better for governments to own the electricity supply, the postal service or the water supply, or none of these things. Different governments in different countries make different decisions at different points in time. While much of neoliberalism’s rhetorical power comes from the assertion that “there is no alternative,” the simple fact is that the world is full of alternatives. Indeed, even the so-called free marketeers in Australia can see alternatives.

Consider stadiums, for example. The NSW Liberal government has a long track record of being pro-privatisation. It has sold off billions of dollars’ worth of electricity, water and health infrastructure. But when it comes to football stadiums, it has no ideological problem with public ownership, nor any fiscal inhibition about spending billions of taxpayers’ dollars. In 2016 the NSW Liberal government spent $220 million buying back ANZ Stadium, built in the 1990s with taxpayer funds at a cost of $690 million and subsequently sold to Stadium Australia Group. Having bought back the stadium, the NSW government plans to spend hundreds of millions of dollars refurbishing it. That same money could build a lot of school science labs, domestic violence crisis centres or skate parks for the bored kids the shopping malls don’t want scratching up their marble stairs. For the past thirty years, Australians have been told that we can’t afford high-quality public services, that public ownership of assets is inefficient, and that the pursuit of free markets through deregulation would create wealth and prosperity for all. But none of this is true.

While the policy agenda of neoliberalism has never been broadly applied in Australia, for thirty years the language of neoliberalism has been applied to everything from environmental protection to care of the disabled. The result of the partial application of policy and the broad application of language is not just a yawning gap between those with the greatest wealth and those with the greatest need, but a country that is now riven by demographic, geographic and racial divides.





THE BIG CON: NEOLIBERALISM AS ECONOMICS

Australian politics isn’t about ideology, it’s about interests. The clearest proof of that claim is that neoliberal ideas such as deregulation were never aimed at powerful interest groups like the pharmacists or the gambling industry. And savage spending cuts were never aimed at subsidies for the fossil-fuel industry or private health insurers.

Just as conservative Christian theology provides an excuse for sexism and homophobia, neoliberal language allows powerful groups to package their personal preferences as national interests – systematically cutting spending on their enemies and giving money to their friends. Here are some examples:

• John Howard said he was obsessed with deregulating the labour market, but introduced 762 pages of labour-market regulation, which he entitled “WorkChoices.” He didn’t deregulate the labour market; he re-regulated it in his preferred form. He knew that government decisions matter. Similarly, the Abbott government declared it was waging a war on red tape, yet the Turnbull government wanted to pass new laws restricting unions and NGOs.

• If there is one thing that neoliberals really seem to believe, it is that reducing the budget deficit is very, very important. Except when it isn’t. The political and business leaders who had said we needed to slash welfare spending because we had a “budget emergency” advocated a $65-billion tax cut for business – even though the deficit was bigger than it was at the time of the alleged emergency.

• The Productivity Commission and state treasuries spent years advocating the deregulation and privatisation of the electricity industry – and succeeded in creating a “free market” system governed by 5000 pages of electricity market rules. Electricity is too dangerous and too important to be deregulated, and those pushing for deregulation always knew that. They didn’t want a free market; they simply wanted a market, one in which the government played a smaller role and the private sector made large profits selling an essential service for much higher prices than the government ever charged.

• The NSW government requires NGOs and disability service providers to compete with each other, but when it sold Port Botany and the Port of Newcastle it structured the sales to ensure that Newcastle could not compete with Port Botany for the landing of the millions of containers that arrive by ship each year. While “competition policy” is applied to the vulnerable, those buying billion-dollar assets are protected from those same forces of competition.

To be clear, there has been no obsession among the political elite with the neoliberal goals of reducing government spending, regulation or tax collection in Australia over the past three decades. None. They didn’t mean a word of it. While there may have been economists, commentators and even business leaders who sincerely believed in those goals, it is clear from their actions, as distinct from their words, that John Howard, Tony Abbott and even the former head of the Business Council of Australia, Tony Shepherd, the man tasked with running Abbott’s National Commission of Audit, had no principled objection to spending large amounts of public money on things they liked spending large amounts of public money on. Indeed, in his speakers’ agency profile, Tony Shepherd brags about his ability to get public money for private ventures:


It is no mean feat to convince governments to support private sector proposals, but as former Prime Minister, the Honourable Paul Keating, said, “Tony managed to get more money out of my government than any other person I can recall.”



Hundreds of new pages of regulation now govern the conduct of charities. Billions of taxpayers’ dollars have been spent by “small government” politicians on everything from television ads for innovation to subsidies for marriage counselling. And Tony Abbott, who claimed to have a philosophical problem with carbon taxing, once proposed a 20 per cent increase in the tobacco excise.

The political strategy behind these contradictions is simple: it is difficult to criticise government spending on health and education, or popular regulations like consumer protection and limits on executive pay. So why not just criticise all government spending and all red tape in general? Once you have convinced the public that all government spending is inefficient, you can set about cutting spending on your enemies and retaining it for your friends. And once you convince people that all regulation is bad, you can set about removing consumer protections while retaining the laws that protect the TV industry, the gambling industry, the pharmaceutical industry and all your other friends.

When powerful groups want subsidies, we are told they will create jobs. When powerless groups want better funding for domestic violence shelters or after-school reading groups, they are told of the need to reduce the budget deficit. When powerful groups demand new regulations, we are told it will provide business with certainty, but when powerless groups demand new regulations, they are told it will create sovereign risk.

Ideology has a bad name these days, but it simply means a “system of ideas and ideals.” By that definition, it is possible to think of neoliberalism as an ideology focused on the idea that market forces are superior to government decision-making. But while large segments of Australian politics and business have draped themselves, and their policy preferences, in the cloak of neoliberal ideas and ideals, in reality to call them “ideologues” is to flatter them. They lack the consistency and strength of principle to warrant the title.

The phoney debate

Historically the Australian right always stuck to neoliberal principles in public, but in the past few years that discipline has evaporated, in part because the National Party has been so determined to take credit for the billions of dollars it has squeezed from its Coalition partner, and in part because of the clumsy culture war that many on the right are determined to fight over the coal industry.

Consider Barnaby Joyce, for example. In 2016 the then deputy prime minister announced that the Australian Pesticides and Veterinary Medicines Authority (APVMA) would be moved from Canberra to Armidale, in his electorate, to “create regional jobs.” The fact that the cost of the move was $25 million and that many of APVMA’s key staff refused to relocate their partners and children was not a source of embarrassment to a minister tasked with efficiently managing an agency in his portfolio. On the contrary, he used the cost and the criticism as proof of how hard he would fight as the local MP to benefit his community. Indeed, when confronted with the fact that a cost–benefit analysis prepared by his own department showed that the relocation did not make sense, he responded, “If I did it on the premise of the cost–benefit analysis, you wouldn’t. But I’m not doing it on the benefit of the cost–benefit analysis – we’re doing it on the benefit of what’s best for the nation.”

This was not the first time Australia’s deputy prime minister had made it clear that it was his gut instinct, not careful economic analysis, that helped him decide who should get public money and who should not. When asked why he was so keen to see construction start on a new dam in Queensland, he said, in his inimitable style, that it was time to “see big yellow things pushing dirt around so we can get this country moving.” When it was put to him that the delay in building the dam was related to the fact that a business case was yet to be presented to the Queensland government by the dam’s proponents, he asked, “Are the Queensland government fluffers or doers? Are they going to get stuck into it? Are they going to have a go?”

It was also reported by Phillip Coorey in the Australian Financial Review that the Australian government’s $10-billion plan to build an inland railway was the direct result of Joyce and the National Party refusing to contribute $5 billion to the construction of a second Sydney airport until they got their rail line.

Such raw displays of political power, and such contempt for the need for evidence in the spending of public money, helped to make Barnaby Joyce “one of the best retail politicians in the country.” It also helped the National Party defend itself against the electoral threat from One Nation and other new parties on the right. But while the need to tell National Party voters just how much money was being shifted from crowded cities to National Party electorates might have helped stave off the demise of the Nationals, all that bragging has also hastened the demise of the neoliberal political strategy that has reshaped Australia’s politics, economics and culture for decades.

The real genius of neoliberalism was to avoid highlighting, let alone defending, any specific policy decision to help a friend or harm a foe. The strategy was instead always to take the conversation away from the specific practices of the government and into the more general realm of the “principles” of neoliberalism, perhaps followed up with incantations about the importance of “creating jobs.” Or “jobs and growth.”

In turn, the mistake made by many critics of neoliberalism was to allow themselves to be drawn into a fake fight about theory and ideology, rather than simply to confront the public with clear evidence of who was winning and who was losing. Take the past decade’s fight about carbon pricing – for ten years, leaders of the environment movement talked about the “efficiency” of “first best policies” such as emissions trading as the “optimal policy response” to climate change, and in doing so won few hearts and few allies. But for the past three years, they have focused instead on why state and federal governments are so keen to give billion-dollar subsidies to build enormous coalmines. It has been a far more effective strategy.

Similarly, while the union movement previously struggled to win a debate about whether the labour market should be “flexible” or “rigid,” it is currently having much greater success arguing that wages need to rise, that penalty rates are important and should be kept, and that we need to “change the rules” to make the labour market fairer.

Most citizens aren’t that interested in philosophical or empirical debates about the relative merits of neoliberalism. But most citizens have strong views about subsidising coalmines and scrapping penalty rates. And most governments, when pressed, find it hard to explain why they can afford to build coalmines, stadiums and toll roads, but can’t afford to build better schools and bigger hospitals, or provide more public housing.

Trying to explain the ideological contradictions of neoliberalism is a fool’s errand. The problem is that for thirty years those in favour of privatising hospitals and nationalising football stadiums, of regulating marriage and deregulating banks, and of subsidising coalmines and opposing renewable energy subsidies have not needed to explain why their friends were treated differently from their enemies.

Just as many on the left fell into the trap of having a phoney debate about the “neoliberal principle” that government spending was inherently bad, many also fell into the trap of arguing about whether “free markets” were more or less efficient than regulation. Of course, in reality there is absolutely no such thing as a “free market,” because all markets are governed by some rules. The important economic and democratic question is: “What kind of rules does this particular market need to make it work well for the community?” It’s a question that is rarely discussed in Australian public debate.

Market competition is great – sometimes

Competition can deliver great outcomes for consumers. As well as forcing prices lower, competition can also drive innovation and new product design. It can even drive cultural change. Take smartphones – they didn’t exist twelve years ago and now not only are they everywhere, but they have changed the way we navigate, communicate, book our accommodation and manage our money.

Or coffee. Thirty years ago, espresso coffee was a novelty found only in particular suburbs in Australian cities, and was virtually impossible to find in regional areas. Twenty years ago, it was easier to find, but not ubiquitous. And today it’s virtually impossible to avoid cafés. It’s hard to argue that market forces haven’t done a great job of driving the invention and roll-out of smartphones, and there is no doubt that market forces have solved the shortage of espresso coffee in Australia. With no government plan, no industry development strategy and no economic modelling, the café industry in Australia has opened tens of thousands of businesses and created hundreds of thousands of jobs.

The ability to charge $4 for a hot drink whose ingredients cost less than $1 means that coffee provision in Australia is a profitable enterprise. Indeed, the fact that so many new cafés have opened up is proof that cafés are profitable, as there is no other rational reason for someone to set up a café than to make a profit. The reason that the so-called father of economics, Adam Smith, along with generations of subsequent economists, professed faith in the invisible hand of the market is simply that if it’s profitable to do something, it’s likely that someone will try to do it.

But while the pursuit of profit drives people to invent new phones, open new cafés, create a new market for artisanal coffee, develop new apps or build a better mousetrap, every new café forces down the market share – and market price – of every nearby café. Put simply, the profit motive doesn’t just drive new competitors to enter a market, it also drives existing firms to keep new entrants out. And, as every successful Australian businessperson knows, the best way to keep competitors out is with the help of government. All of those laws and regulations that so many businesspeople rage against are actually the barriers that protect so much of their profit from potential competition. Adam Smith again: “People of the same trade seldom meet together, even for merriment and diversion, but the conversation ends in a conspiracy against the public, or in some contrivance to raise prices.”

While cafés compete vigorously on the best coffee beans, the most attractive baristas or the cleverest pattern they create in the crema, all café owners agree on one thing: that street vendors should not be allowed to sell coffee from carts near bus stops, on street corners or wherever large numbers of people congregate in the morning. Coffee carts are not good for the café business and, in turn, cafés are in the business of keeping coffee carts out of the market.

Given that the vast majority of coffee is sold in the mornings, and a large proportion of that coffee is sold in takeaway cups, there is an opportunity for coffee carts to take a large share of the Australian coffee market. And given that coffee carts don’t need to pay any rent, there is a big opportunity for coffee carts to sell cheap, convenient coffee – which is why café owners and retail property owners are so determined to ensure that planning laws, safety regulations and other forms of what might be called red tape are used to limit the number of coffee carts and protect the profits of the cafés. Businesses don’t hate regulation and red tape; they hate the regulations they hate, and they love the regulations they love. Pretending to hate them all is the best way to distract people from the regulations they want to keep.

Of course, it is not only café owners who work together to lobby regulators to keep their competitors out and their prices up. The taxi industry lobbies hard against Uber, and the gambling industry lobbies hard to keep out online gambling. Just as kings once built large castle walls to protect their treasure from their rivals, successful companies build large regulatory walls to protect their profits. Apple once sued Samsung for a breach of intellectual property on the basis that Apple owned the “idea” of the rectangular shape of a phone. A US company called Eclipse claims to have patented the idea that text messages are sent to people to remind them of things. Businesses love regulations that protect their monopoly right to do something, and they hate laws that prevent them buying up their competitors or colluding with their rivals.

When they aren’t pretending to rage against all regulation, free marketeers also like to rage against the harmful effects of powerful unions, but they are strategically silent about the most powerful unions in the country, which aren’t the construction or wharfies’ unions but the medical unions. Indeed, the medical unions are so powerful that it is considered impolite even to call them unions. The doctors call themselves an association and the pharmacists insist on being called a guild.

The pharmacists’ union is so powerful that it has secured regulation to ensure that no pharmacy can set up within 1.5 kilometres of an existing pharmacy. Regulators have drafted a 56-page book explaining the restrictions on where a pharmacist can set up a new shop. Similarly, laws prevent hairdressers and cafés from selling newspapers to customers, and of course there are only three free-to-air television licences available in Australia. The restrictions on the size of the free-to-air TV market mean that the cost of setting up a new television network includes the cost of paying one of the existing competitors to go away.

Business owners don’t like competition; they hate it. In the words of Bill Bytheway, the former CEO of the transport and logistics company Mayne Nickless, “If we get into a price war with TNT, the only winner will be the customer.” Mayne Nickless and TNT were fined a combined $10 million for price-fixing.

Yet in the topsy-turvy world of Australian public debate, CEOs drone endlessly about the importance of competition, while consumer advocates and progressive politicians rage against the dangers of competition policy, as they, rightly, see it as a conspiracy to reduce spending on community services while reducing consumer protection.

Since state and federal governments introduced National Competition Policy in 1995, the big supermarkets have gobbled up the small grocers, the big oil companies have devoured the small petrol stations, and the big banks have wound up with more than 90 per cent of the home-loan market. The big four Australian banks are now the most concentrated and most profitable in the world. The “competition watchdog” has been powerless to stop these mergers, and explicitly approved Westpac’s purchase of St. George Bank back in 2008, when St. George was the fifth-largest bank in the country. Woolworths clearly doesn’t think it has gobbled up enough of the competition, as it has its own mergers department.

As with so much of neoliberalism, while in theory National Competition Policy would increase the number of competitors in Australian industries, and in turn lower prices and profits, in reality the number of competitors in key retail markets has collapsed. While the increasing concentration of our banks, supermarkets, petrol stations and other industries suggests major problems with our regulations, there has been little enthusiasm to toughen up our merger and consumer protection laws from those who once declared that National Competition Policy would deliver benefits for small business and consumers.

When big firms face little or no competition, they can charge higher prices and face less pressure to listen to their customers, develop new products or conform to community expectations. No one remembers the publicly owned Telecom as a responsive company that was easy to deal with, but few people dealing with today’s privatised Telstra think much differently about the company. It is not whether a company is publicly or privately owned that matters; it is the amount of pressure from customers, competitors and regulators.

As with coffee and smartphones, market competition can powerfully motivate firms to cut prices or develop new products, but National Competition Policy has not delivered such outcomes in many markets. On the contrary, competition policy has been used to conceal the enormous market power that big oligopolies now wield, and in turn to hide the enormous profits that they extract from Australian consumers.

When it comes to wages and profits, the hypocrisy of neoliberalism is particularly stark. While economics textbooks define a competitive industry as one where lots of firms are competing vigorously with each other to drive down prices and profits, in Australian public debate enormous profits are now used as evidence of how “globally competitive” our oligopolists are. But while the outsize profits are of no concern to neoliberals, the smallest hint of wage growth leads to demands that wages be kept low lest they drive prices up, employment down and render us “uncompetitive.” Apparently when workers’ incomes rise, it comes at the expense of consumers, but when the owner’s income rises, it comes from … thin air.

Put simply, market competition is good sometimes and destructive at other times. As with all important problems, judgment is required when deciding which is which. And as with all economic problems in Australia, neoliberalism has trained Australians to leave that judgment to the experts. The neoliberal experts, that is.

Natural monopolies

Sometimes market competition is a crap idea – literally.

Every major city in the developed world is built on top of a sewer system, and while some cities have privatised their sewers, no major city in the world relies on multiple sewerage pipe systems that compete with each other on the basis of price, quality, branding or any other sewerage attribute. Even neoliberal economists know that building a competitive sewerage system would be a crap idea.

While the politicians and business leaders who like to depict themselves as free marketeers talk with certainty about the desirability of competition and private ownership, the vast majority of economists, including the neoliberal ones, will admit that the private sector would be unable to rely on market forces to build and operate the kind of city-wide sewerage system that a population keen to avoid cholera or typhoid needs. And an even larger majority of economists – probably all of them – would agree that having multiple sewerage systems competing with each other to provide sewerage services would be an enormous waste of resources. To be clear, agreeing that a free market in sewers is a crap idea doesn’t mean that you are a socialist who wants to regulate everything. Agreeing that private competition in the sewerage market is a crap idea simply means you understand that market forces are better at solving some problems, like coffee, than they are at solving others, like the construction of sewer systems.

Of course, it’s not just competing sewer pipes that would be inefficient. Having multiple postal services to rural towns, multiple railway lines linking regional centres or multiple fibre-optic cables between Darwin and Sydney makes no economic sense. Imagine if we had multiple hospital emergency wards, fully staffed and equipped to deal with all sorts of emergencies, competing with each other on price or brand as the ambulances raced by. Economists know that such duplication, otherwise known as competition, would be inefficient and ineffective. Such services are called a “natural monopoly,” and when I was first studying economics back in the 1980s, almost every economist agreed that such natural monopolies were best owned by government. They also once agreed that private monopoly holders would, whenever they got the chance, lift prices in order to lift profits, safe in the knowledge that they couldn’t be competed away by new entrants setting up shop.

But the idea that markets can’t be trusted to run monopolies lost favour in the last thirty years, as the neoliberal economists, and their parliamentary and corporate sponsors, argued that it was possible to have the best of both worlds. Selling publicly owned assets like sewers and phone companies and public transport services to private investors would, we were told, give governments much-needed cash, while customers of those services would benefit from “private-sector efficiency.” What could go wrong?

Consider electricity, for example. The privatisation and so-called deregulation of the electricity market in Australia led to the biggest rise in electricity prices since World War II. Hundreds of millions of dollars are now spent advertising and promoting electricity every year. Thousands of people are now employed to sell electricity “plans” to customers. But no matter which “competitor” you buy your electricity from, you get exactly the same electrons out of exactly the same wires that connected your house to the grid before competition was introduced. All the costs of marketing this essential service, and all the profits extracted by all the competitors, are passed on to consumers in the form of higher prices.

The push to sell natural monopolies to private investors was based on the bizarre and contradictory assumptions that, on the one hand, government regulators would ensure the private monopolists were well-behaved and looked after their customers and, on the other, that the private sector is far more efficient and better motivated than the workers of the public sector, including the regulators. It can’t be both. If public-sector regulators are perfectly capable of understanding how to run a sewer or electricity system efficiently, then why not let them run the essential service and save all the money spent on advertising and profits? And if the private sector knows far more about how to operate a sewer system efficiently than the public regulators, then how can the regulators protect the customers? And if the private sector is so much more efficient, why are so many private companies so willing to give former regulators such big pay rises if they will jump ship and work for them?

Assumptions matter

As my dad always says, be careful what you assume, lest you make an ASS out of U and ME. The making of assumptions is not just part of economics, it is part of living. If you didn’t assume that the shops would be full of food next week, you would be mad not to grow your own food. And if you didn’t assume that the water that came from a tap was safe to drink, you would need to test or filter every litre of water before you drank it. But if you assume the big dog barking viciously behind a gate will be friendly, you may well get mauled if you try to pat it. Making assumptions isn’t a bad idea, but making bad assumptions is a very bad idea.

The neoliberal assumption that good regulation is sufficient to protect consumers from privatised monopolies gouging them to maximise their profits is as ideologically contradictory as it is lacking in evidence. Given that the whole premise of neoliberalism is that private-sector organisations are smarter, more efficient and harder-working than public institutions, then how could citizens ever have faith that the regulator was one step ahead of, rather than one step behind, the privately owned monopoly?

Wouldn’t a privately owned monopoly be willing to spend millions of dollars on consultants and experts to bamboozle the regulator? And wouldn’t all those costs be borne by the customers of the monopoly and the taxpayers who funded the regulator? Wouldn’t a privately owned monopoly offer high wages to recruit those employed to regulate it, both to find out how the regulator does its job and to let the remaining regulatory staff know that well-paid jobs are available in the future for those who play the game?

The failure to regulate the Australian electricity market properly has cost Australian energy users billions of dollars. Well before we had a carbon tax, the cost of electricity surged, for the simple reason that the “deregulated” electricity companies were promised a regulated rate of profit on any new spending they undertook on electricity poles, wires and transformers. All the privatised companies had to do was convince the regulator that if the poles and wires weren’t built, there might be blackouts and, hey presto, they had a government-guaranteed source of revenue for the life of the asset. The cost of “gold-plating” the electricity network is estimated to be $45 billion over the five years from 2009 to 2014, and the ACCC attributes two-thirds of the increase in the price of electricity since 2007 to these “network costs.”

The economists, business leaders and others who barracked for the break-up and deregulation of the former electricity monopolies have never admitted their error. On the contrary, they blame either the carbon price, renewable energy targets or, more audaciously, the fact that the electricity market has not been deregulated enough. They are right about one thing: the market and regulatory structures they created to oversee “competition” are a busted flush.

You can’t have a free market without rules and regulations

Support for free markets is often seen as central to the idea of neoliberalism, but in reality no business group or political party has ever come close to opposing government regulation of the market. The biggest asset of each of the available free-to-air television stations in Australia is its ownership of one of the three available commercial broadcasting licences. If there was a free television market in Australia, there would be no barrier to new stations setting up, and the market share, and market value, of our three free-to-air TV stations would collapse. No media baron has ever called for a free market in media.

Support for free trade is also often depicted as a major element of the neoliberal policy agenda, but, again, no business group or political party supports anything like open borders. While restrictions on the import and export of illicit drugs and weapons are supported by almost all Australians, it is important to highlight that sincere free marketeers would not oppose the right of people to import or use such products. But of course, the range of import restrictions supported by Australian business leaders and so-called free market politicians covers far more than illicit drugs and firearms. Pharmaceutical drugs are far more expensive in Australia than in most developed countries, with Australians paying, on average, three times as much per person for medicines than New Zealanders. For specific drugs, the price differences can be remarkable, For example, the breast-cancer drug anastrozole, sold under the trade name Arimidex, costs $19.20 for a box of thirty 1-milligram tablets in Australia, but only $2.45 in the UK.

Despite the potential gains from free trade in medicine, if an entrepreneur were to ship a container of medicine from a low-cost country to Australia, they would be breaking a number of laws and regulations, laws and regulations that are strongly supported by the pharmaceutical industry. The idea that multinational companies like free trade is absurd.

Private versus public

None of this means that privatisation, deregulation or cuts to government spending are always bad ideas. Far from it. Governments can be the direct cause of personal pain, economic inequality and inefficiency. While many Australians bemoan the privatisation of our electricity supply, few hark back to the good old days when the federal government owned and operated both a domestic airline (Australian Airlines) and a separate international airline in Qantas. The fact that it once made sense for governments to own and operate two airlines does not mean they always should. And the fact that private companies can build and operate prisons and hospitals doesn’t mean they always should.

The intellectual core of neoliberalism is the idea that the profit motive of companies, combined with consumers’ ability to choose the product that suits them best, will result in the best possible social and economic outcomes. It’s hard to argue that taxpayer-funded cafés would deliver better coffee, at more convenient locations and at better prices than cafés owned by someone betting their own money that they can make a good coffee. And it is hard to argue that a government-owned and -operated car industry in Australia would have delivered better cars, lower prices or more innovation. But the fact that private companies do some things well is not proof that they can do all things well, or that government service delivery is inherently inefficient.

Few Australians want to replace public hospital emergency wards with for-profit emergency care, and international evidence on health outcomes bears out such an instinct. Similarly, few Australians want to see our prisons being run on a for-profit basis, if only because the US experience shows that prison owners that profit from having more prisoners move heaven and earth to change laws and culture to increase the rate of incarceration.

But what about phone services? Should they be owned by the public or private sector? While most Australians complained about the service provided by government-owned Telecom, opinion polls suggested that most Australians were opposed to the privatisation of what we now know as Telstra. But if Telecom had extended its monopoly on landlines to mobile phones and the internet, would customers be better or worse off today? That’s an argument worth having, and if it’s a polite one, it might even generate some options that are popular, profitable and politically palatable. For example, at the time the privatisation of Telecom was proposed, many economists suggested that the fibre and copper wire network be retained in public hands, and that the retail arm be sold off and made to compete for customers with new entrants like Optus. Such a “hybrid” of public and private ownership would have removed the need to duplicate the cables in the ground, while ensuring that customers who felt poorly served by one company could shop around for better price or service elsewhere. But by forcing a debate between two simple options, John Howard won the day and succeeded in privatising Telstra in such a way that to this day Australian phone customers struggle with the high costs of duplicated infrastructure and low levels of choice and customer service.

And what about ports? Most cities don’t have a port and no Australian city has multiple ports, making them a good example of a natural monopoly. But while it makes no sense for Sydney, for example, to have two ports, there is no reason that Newcastle and Wollongong couldn’t, and shouldn’t, give importers and exporters the opportunity to shop around for the most convenient and best-priced port services they can buy.

But that’s not how competition policy works in Australia. When Sydney’s major port, known as Port Botany, was sold, it was as part of a package deal with Wollongong’s Port Kembla. Selling two of New South Wales’s three ports to the one buyer wasn’t a great way to encourage competition, but it gets worse. Much worse. While the NSW government has refused to come clean with the citizens whose port it sold, it has been widely reported that the only other major port in New South Wales, the Port of Newcastle, was privatised with a secret obligation to pay a fine for each container that goes through the port if it should ever develop a large container terminal. Put simply, it seems that while the NSW government pursued the neoliberal principle that privatisation was good for the economy, it then conducted the privatisation in a manner that is completely at odds with the other neoliberal principle that competition drives lower prices and greater efficiency.

For decades, Australians have been stuck in a phoney debate about whether the private sector should do everything or nothing, but because all the nuance has been stripped from this “ideological” debate, it has been impossible to discuss which assets it makes sense to privatise or the best way to do this. The result is that neoliberalism has served not just to shrink the menu of policy choices available, but to isolate the voting public from a genuine debate about the kind of services they want and the way they want them provided. Just as it is perfectly reasonable to want the private sector to supply your coffee and the public sector to supply your health care, it is perfectly reasonable to want a combination of public- and private-sector providers in the transport industry, and perfectly reasonable to think that governments should own most natural monopolies unless there are very strong protections for consumers built into any sale.

Back in the 1980s, the economic rationalists were putting a wider range of policies on the policy menu from which voters could choose, which could only be a good thing. But over time, the language and ideas of neoliberalism have been used to push all other options off that menu. As the public has made clear, the result is now entirely politically unpalatable.





THE FEAR INCENTIVE: NEOLIBERALISM AS CULTURE

Australians once saw themselves as living in the land of the sickie, the smoko and the long weekend, but that was before the neoliberal policy agenda helped us grow the economy for twenty-seven years in a row. These days, it seems, we are too rich, or too poor, to be relaxed. High-income earners need to work long hours to keep their high-income jobs safe; low-income earners in the casualised workforce have no idea when their next shift will be; and the unemployed are too poor and too busy filling out applications for non-existent jobs to be relaxed, let alone comfortable. The government knows that there are far more people looking for jobs than there are jobs available, but that simple truth is missing from the relentless rhetoric that unemployment is somehow evidence of the personal failings of the unemployed, rather than the failure to manage the economy in such a way that it creates sufficient jobs for all who want them.

Not only has the gap between high- and low-income earners grown significantly in recent decades, but so too has the gap between middle-income earners and those on unemployment benefits. In short, those at the bottom of the income distribution are being left further and further behind, not just by those at the top, but by those in full-time work. Between 1994–95 and 2015–16, the gap between the disposable household income of those in the bottom 20 per cent of the income distribution and those in the top 20 per cent went from $923 per week to $1621, and the unemployment benefit hasn’t increased in real terms for twenty years.

Australian workers, understandably, fear losing their jobs and joining the ranks of the unemployed. A full-time worker who lost their job after Tony Abbott and Joe Hockey refused to support the Australian car industry saw their income fall from around $70,000 per year to an unemployment benefit of less than $15,000 per year. Ask yourself for how many weeks you could keep making your rent or mortgage payments if you had to live on the dole while you looked for a new job. No wonder strikes are at an all-time low.

But according to the neoliberal view of the world, fear, like greed, is good. Fear of living on the dole gives people an “incentive” to work hard. Back in 2011, the then Opposition leader, Tony Abbott, explained the need for harsher treatment of the unemployed:


Sometimes governments have to be firm to be fair. Allowing people to stay on welfare when there is work they can reasonably do is the kindness that kills. It’s the misguided compassion that eventually breaks down the social fabric … Encouraging more people into work … is likely to improve the country’s morale and to help people feel more comfortable in their own skins … It’s a good social policy as well as an important economic advance.



Conservative politicians, in particular, make a very big deal out of “misguided compassion,” unintended consequences and the distinction between soft hearts and hard heads. Talk of the need to be cruel to be kind is much more politically acceptable than talk of the joy of being cruel.

Millions of Australians are afraid. Afraid of losing their jobs. Afraid of losing their welfare benefits. Afraid of having seven-year-old debts generated by the government department supposedly there to help them in their time of need. Australian governments no longer seek to reassure those living in fear: neoliberalism has taught us that such fear is valuable. It gives people an “incentive.” Fear, neoliberalism tells us, has a role to play in reducing unemployment.

But fear does many things to our economy and our society. Fear makes people wary of each other, suspicious of change and reluctant to ask for wage rises. After twenty-seven years of continuous economic growth, Australian workers are experiencing the lowest wage growth on record, and, according to the head of the Reserve Bank of Australia, Philip Lowe, low wage growth is directly linked to fear. When asked about the causes of lower than expected wage growth, he said: “When any of us feel like there is more competition out there, you’re less inclined to put your price up … People value security and one way you can get a bit more security is not to demand a wage rise.”

Put another way, in Australia today one way to get a bit of security is to keep your head down and not cause your boss any trouble. If Australia was ever a workers’ paradise, it isn’t anymore.

The competitiveness hoax

Believe it or not, we were much more relaxed back when we weren’t nearly as rich. Our reverence for weekends, team sport and the outdoor life was as central to our former culture as the idea that ordinary Australians were always willing to cut down tall poppies and never willing to talk politics with friends. Indeed, politics was once considered a barbecue-stopper.

But these days the main thing stopping barbecues is the prevalence of weekend work. Australians are more likely to work on Saturdays and Sundays than citizens of most other developed countries. Most adult Australians are too busy to play footy, cricket or netball at weekends.

Indeed, millions of Australians report that they are “too busy” to take their annual holidays, with over half not taking their entire annual leave entitlement for reasons including having too much to do, being reluctant to ask, or feeling concern that it would affect their job security or promotion chances. While our cultural stories continue to tell us otherwise, Australia isn’t a relaxed country anymore; it is a country full of busy, stressed and insecure people, who worry when business highflyers tell them that if they don’t work harder, they will be replaced by someone who will work for less. This stress and fear is, of course, no accident. For decades, we have been told that what we once thought of as “job security” actually meant that our labour market was “inflexible,” and that if we weren’t willing to accept low wages and insecure working conditions, we would become that most neoliberal of sins, “uncompetitive.”

While the need to make Australia’s economy competitive is universally accepted in the worlds of business and politics, it is important to state, as clearly as possible, that the term has no economic meaning. None. Nada. Zip. When I hear businesspeople say it, I know that it means they think we should lower our taxes, our wages or our expectations of our public health or welfare systems. But as an economist I have absolutely no idea what it means for a country to aspire to become “more competitive.”

Consider China, for example. If China is more competitive than Australia, then why does it import so much stuff from Australia, and why does it invest so much money here instead of at home? Put another way, why would any Chinese investor want to put their money into a country as “uncompetitive” as Australia, with its higher wages and higher taxes? There has been so much nonsense spoken about competitiveness, and about the need to cut the corporate tax rate in Australia, that it can be hard to know where to start to respond. But consider this: every year, tens of billions of dollars are invested in Australia by companies based in the UK, Hong Kong, China and Malaysia, all of which have lower company tax rates than ours.

One of the foundational principles of free market economics is that the benefits of trade are so great that even if a country was bad at producing everything – and I mean everything – it would still be in other countries’ interests to trade with it. Every first-year economics student is taught that all countries have a “comparative advantage” in the production of some goods, even if the absolute cost of producing those goods is lower in another country. Put simply, even if a country is bad at doing everything, it is in that country’s interest, and other countries’ interests, for it to specialise in the things that it is least bad at, so that other countries can put even more effort into the things that they are really good at.

During the mining boom, the Australian mining industry was, allegedly, very competitive. But the consequence of selling so much coal and iron ore at such high prices was that the exchange rate for the Australian dollar rose to record levels. And that high exchange rate meant that Australia became a very expensive destination for tourists to visit. It also made Australian agricultural goods a lot more expensive on the world market, and Australian-made cars very expensive compared to foreign-made cars. Put simply, the “competitiveness” of the mining industry destroyed the competitiveness of Australia’s tourism, agriculture and automotive industries. So was Australia more or less competitive during the mining boom?

Imagine that Australia had invented the electric car, and patented it. Now imagine that Australia also had huge stockpiles of the resources needed to make electric cars, including iron ore, coal and lithium for batteries. Finally, imagine that Australia became the world’s biggest car exporter as a result of its invention and its raw materials. Would we have become more competitive? Probably not.

If Australia became the world’s largest car exporter, it would create a lot of jobs in the car and resource sectors, but as the world sought to buy all those cars from us, the Australian dollar would rise strongly against other currencies, just as it did during the mining boom. And just as during the mining boom, the agriculture, tourism, university and other export industries would be hit hard, as foreign buyers switched to cheaper sources of supply. So would having the most competitive electric car industry in the world make Australia more competitive or less competitive? After thirty years of talking about the need to be more competitive, such simple questions are rarely asked and never answered.

There is no doubt that the obsession of some neoliberals with competitiveness is sincere, but not for the stated reasons. It is not the economy that neoliberalism is trying to make more competitive; it is the community. If, as the unions tell us, workers, united, will never be defeated, then it makes sense to set them in competition with each other. If there is widespread support for increased spending on health, education and public transport, then why not make each of those sectors compete with each other for “scarce” public funds?

Our national insecurity about whether we are competitive enough has even trickled down to state politics, which in turn allows multinational companies to play our state premiers off against each other in pursuit of subsidies, tax concessions and sweetheart rental deals for head offices. In the words of the NSW premier, Gladys Berejiklian, “I will not sit on my hands and watch other states take us over.” It seems that not only can’t we stick by our mates anymore, we can’t even stick by other states.

National will

Neoliberalism has not only undermined our faith in our fellow citizens, it has also damaged our faith in our nation’s ability to set its own goals. Everything from our response to climate change to our participation in trade treaties and our company tax rate is framed by what other countries are doing or what other countries will think of our actions.

Blaming the world economy, global markets or foreign treaty obligations may help to drive a decision through a party room or a parliament, but it does nothing to build public understanding or support for such decisions. Kevin Rudd’s government, for instance, was elected with a large parliamentary majority and strong public support to introduce a carbon price. But when domestic polluters began to complain about the potential impact of a carbon price on “international competitiveness,” rather than counter with the moral case for national action, Rudd ditched his commitment to “the great moral challenge” of climate change. Once he linked the need for Australia’s emissions trading scheme to the success of a global deal at Copenhagen, he had placed Australia’s fate, and his own, in the hands of others. It was neither good policy nor good politics, but such deference to “the global economy” has become as common in Australian politics as it is unhelpful.

It is simply not true that a country the size of Australia cannot set its own course. Not only are we the thirteenth-largest economy in the world, but countries far smaller than ours regularly make much bolder choices than we have in recent decades. New Zealand has a universal age pension system that is far more generous than our own. Finland has the world’s best education system. And Iceland, with a population smaller than that of Newcastle, refused to bail out banks during the GFC and instead prosecuted both banking CEOs and a former prime minister for their recklessness. The Icelandic economy has grown strongly since then, and, despite the warnings and threats, Iceland still has a banking system. It was the owners of the failed banks, not the Icelandic public, who picked up the cost of the banks’ bad lending decisions. In contrast, the Turnbull government was so pathetically insecure, or so shamelessly cynical, that it argued we could not hold a royal commission into the banks without the Australian finance sector being discredited in the eyes of the world.

While blaming the global economy for the need to cosset our banks, cut wages and slash welfare spending allows business and political leaders to skip the need to engage with and persuade the public, such a strategy comes with increasing risk, especially for those on the conservative side of politics. If Australia has to go along with the rest of the world and governments can’t really solve domestic problems, then why does it matter whom Australians vote for?

The role of government

According to a 2017 survey by the Scanlon Foundation, Australians’ faith in government has declined significantly over the past decade. The demographic groups that expressed the lowest levels of faith in government included men, people in regional areas, people with lower levels of education and those with the lowest incomes. While the survey found that, on average, 28 per cent of people thought that the “government can be trusted to do the right thing for the Australian people,” among One Nation voters that figure plummeted to 9 per cent.

Given that pessimism and nihilism about our nation are most pronounced among conservative commentators, it should come as no surprise that the conservative vote is increasingly splintering among the Liberal Party, the National Party and the rapidly growing right and centre-right parties, such as One Nation, Cory Bernardi’s Australian Conservatives, David Leyonhjelm’s Liberal Democrats, the Shooters, Fishers and Farmers Party and … the list just keeps getting longer.

Conservatives in Australia have not always sought to demean those who have fallen on tough times. While Menzies was no fan of big government, he was adamant that those who were entitled to receive government benefits should feel not be made to feel ashamed. And Malcolm Fraser replaced a system of family tax concessions, which gave nothing to low-income earners, with the Family Allowance, which was subsequently augmented with the Family Income Supplement. While small government ideology was evident in the Fraser government’s abolition of Medibank, Australia’s first universal health insurance scheme, there is no doubt that the Liberal Party of the early 1980s still saw a positive role for government in helping individuals and building communities.

But all that began to change in the mid-1980s, and by far the most prominent proponent of that change was John Winston Howard, who once declared: “Everybody knows that one of the great disasters of the Hawke government has been Medicare. It has raped the poor in this country.”

Howard and his Liberal Party were not alone in suggesting to the Australian public that the best thing governments could do was to “get out of the way” of the “efficient” private sector. Paul Keating and former NSW premier Bob Carr were two prominent examples of a generation of ALP figures who passionately embraced some of the key tenets of neoliberalism, albeit in parallel with a strong welfare safety net and social wage. For example, as treasurer, Paul Keating oversaw the privatisation of the Commonwealth Bank and Qantas. More recently, plans to privatise the Queensland rail network were widely credited as leading to ALP premier Anna Bligh’s election loss to Campbell Newman.

Yet while there is no doubt that both major parties adopted the rhetoric and agenda of neoliberalism, there is also no doubt that significant differences exist at a policy and political level. State and federal ALP governments have, for example, been less enthusiastic about the privatisation of some social services, such as health and welfare, than Coalition governments, but both major parties have been enthusiastic sellers of public land and public enterprises. Whether this represents a philosophical distinction or the political reality that health services are popular and the public sector unions have a strong influence over the ALP is a matter of opinion.

Three decades of prime ministers, premiers and treasurers declaring that governments are inefficient, that the private sector is efficient, and that the best thing a politician can do is get out of the way of a businessperson keen to make a buck has had a significant impact on the Australian public. Echoing the Scanlan Foundation, the 2016 Australian Election Study found that 45 per cent are not satisfied with democracy in Australia, the lowest level of satisfaction since the 1970s. Of even greater concern to Coalition political strategists is that 74 per cent of those surveyed think the government makes little difference to household finances, and 69 per cent think government policies make little difference to the country’s finances. Not even Coalition voters believe that Coalition governments can “fix” the economy.

Such results should come as no surprise. Indeed, after decades of elected leaders talking down the need for and effectiveness of the role of government in our society, it is remarkable that so many people still remain optimistic about the potential for public services and government regulation to improve their lives.

In recent times, what began as an attack on government has metastasised into an attack on politicians – often prosecuted by other politicians! Tony Abbott repeatedly accused Julia Gillard of lying, and Alan Jones and other conservative commentators repeated the claim endlessly. Both Tony Abbott and Malcolm Turnbull have sought to depict Bill Shorten as corrupt; indeed, the major purpose of the taxpayer-funded Royal Commission into Trade Union Governance and Corruption was to link the ALP to claims of corruption and malfeasance. While the strategy failed to harm the ALP or the unions, there is no doubt that it has shaken Australians’ faith in democracy. And there is also no doubt that such a loss of faith is the best political weapon parties like One Nation possess.

In modern Australia it has become unremarkable that a politician might seek elected office on the basis that politicians are corrupt and that there is little governments can do to make Australian lives better. Indeed, running on such a platform is a proven formula for parties like One Nation and the Liberal Democrats. But while such an approach to government might be uncontroversial, imagine running to be the president of a surf lifesaving club on the basis that surf lifesavers were a danger to swimmers, and the fewer of them, the better.

Just as those who seek to lead surf lifesaving clubs should have a strong belief that such clubs are a force for good, so too should those who seek to lead a national government believe that government is a positive force in our society. The exact size and focus of that government should, of course, be debated and will evolve over time. But surely there can be no more destructive act of populism than to rise to office on an updraft created by burning the community’s faith in the institution you seek to lead.

Deregulated banks

Of course, it is not only politicians who are torching their credibility and enraging the population. Australia’s biggest financial institutions have spent decades lobbying against regulations that would require their salespeople, often called financial advisers, to put their customers’ interests first. And the same financial institutions have spent years telling the public that there was no need for a royal commission into their conduct, despite scandal after scandal. And the same financial institutions spent years arguing that ASIC, APRA and the other regulators were “tough cops on the beat.”

Back before neoliberalism told us to deregulate the finance sector, banks were seen as boring but reliable institutions, but after thirty years of deregulation banks are neither boring nor reliable. Neoliberal theory told us that it would be okay to remove restrictions on banking behaviour, so long as we simultaneously opened the industry up to competition. We were told the banks were best placed to monitor their own conflicts of interest, their own lending criteria, and their own complaints handling. It took the royal commission just a few weeks to uncover that the most profitable banking system in the world was charging dead people for services they never received when alive, and taking ten years to repay money they had wrongly taken from customers.

Believe it or not, as a nation we literally bet our life savings that if there were enough banks around, they would keep each other honest while offering us better-quality financial services at low, low prices. In reality, the big four banks were allowed to buy up their competitors and set their own rules, commission their own “independent reports” into their own misconduct, edit those reports, and ultimately make the highest profits of any banks in the world.

We now know that the banks in which we place so much faith are not just happy to offer loans to low-income earners with gambling addictions, but that they will offer even bigger loans to such customers. Not only has the deregulation of the banking industry resulted in huge profits for the banks, it has also driven enormous cultural change in Australia, by making it far easier for young people to borrow large sums of money to push up the price of houses, and to accumulate large credit-card debts which, combined with the HECS debts that previous generations didn’t incur, mean that many young people now finish university with personal debts far bigger than the first mortgage their parents took out.

And while the banks are free to charge 20 per cent interest on credit cards and to make large profit margins on record-size mortgages, if anything goes wrong it is the taxpayer who is left holding the bag. During the global financial crisis, the banks, which had told us for so long that their enormous profits made them enormously strong and stable, admitted that perhaps they weren’t as strong and stable as they had thought. As a result, the Australian government announced that it would guarantee personal deposits with Australian banks if one of them were to fail – which simply means that while the banks are free to take the profits, Australian taxpayers are now on the hook for much of the risk, should any bank fail. Barely a whisper could be heard from the “ideological” right when the public sector put up its hand to underwrite the profits of the privately owned Australian banks.

So here we are, after twenty-seven years of the economic growth we have been told we need, with a business elite determined to make people feel scared and new political parties that benefit from our declining faith in democracy. Australia has become that family everyone knows – the one that has more money than everyone else but is full of family members who feel too busy and not rich enough to enjoy each other’s company, or anything else.





THE DEMOCRATIC DEFICIT: NEOLIBERALISM AS POLITICS

Much has been made of the role of social media in the decline in our democratic debates, but while Twitter and Facebook exist in most countries, not all countries are reporting the levels of democratic disharmony experienced in Australia. New Zealand, for instance, despite having Twitter, does not have the same leadership turmoil and political paralysis we do.

While some people point the finger at social media, others argue that we need to use new technology to foster “direct democracy,” in which citizens have more of a say more of the time. But although it is hard to argue against the benefits of improving communication between the public and the parliament, it does not follow that asking people directly whether they would like tougher sentences for criminals, lower taxes or free beer on Fridays is the best way to develop and debate national policy. While direct democracy can play an important role in revealing the public mood on issues such as same-sex marriage, euthanasia or whether Australia should be a republic, such plebiscites do not actually constitute the drafting or amending of laws, the significant details of which fall well outside the bounds of what can be captured in a simple question that is put to the entire population.

Technological and cultural change will inevitably lead to incremental change in our constitution and parliamentary practices, but the most urgent task facing Australia is not to invent new democratic structures or to make any specific economic or social change. It is to reinvigorate both the public’s democratic engagement and our parliament’s enthusiasm for delivering on reforms desired by most Australians.

After decades of being told that politicians and governments are an impediment to a vibrant economy, Australian voters are in need of clear evidence that vibrant democratic debate can lead to significant improvements in our way of life. In recent times, in a vain attempt to prove that they are in touch with “real Australians,” a growing number of politicians have opted to wear high-vis jackets at their press conferences. But it is not their photo opportunities that need to change: it is their entire parliamentary agenda. Put simply, parliamentarians need to stop telling the people what changes are good for them and start paying attention to the changes people say they want. Parliamentarians are not the democratic equivalent of parents, whose role it is to tell us to eat our vegetables. Parliamentarians are our delegates, whose role it is to govern on our behalf.

Ultimately, the role of parliamentarians is to draft and vote on legislation designed to make our country a better place. But while drafting legislation is an important exercise, the lifeblood of democracy is passion and ideas, not spreadsheets and amendments. Neoliberal language and ideas have stripped public debate of its intimate, personal and intangible characteristics. This denies the existence – and, indeed, the importance – of inconsistency and idiosyncrasy, by suggesting that the only “rational” way to make big decisions is to trust the experts’ interpretation of evidence.

But as Barnaby Joyce’s contempt for the role of evidence in his own decision-making shows, people with discretionary power rarely abandon their political priorities when an expert suggests that a more efficient course of action is available. The harsh reality is that democratic debate is ultimately not about evidence; it’s about values, priorities and making hard choices despite the absence of good information. Evidence wasn’t why Australia went to war in Iraq. Evidence wasn’t why we ended the death penalty in Australia. And evidence wasn’t why women were granted the vote in Australia. Evidence can sometimes play a role in some democratic decisions, but the word “evidence” is not mentioned in the Australian Constitution. And, luckily for Barnaby Joyce, our founding document doesn’t mention the need for cost–benefit analyses either.

If evidence were central to democratic decision-making, then we would have made the trucking industry pay for the damage it does to roads, lowered the speed limit to reduce both fatalities and fuel consumption, ended old-growth logging and legalised marijuana. But we won’t be doing any of these things anytime soon because, contrary to what neoliberalism has taught us, a cost–benefit analysis is only one part of democratic decision-making. And it’s usually a small one.

Democracy, like child-rearing, requires more than economics or political philosophy. Just as it’s a rare parent who would use a spreadsheet to decide how to allocate their time, love and money among their children, it is a rare voter who yearns only to know what the long-term rate of return on public health spending or public transport spending is. Just as parents get excited about their kids’ piano or football talents and want to invest in them, voters get excited about everything from building solar farms to locking up migrants. Should a parent put all their effort into the child who shows the most promise or into the child who is struggling, or should they share their love, attention and money evenly among all their kids? While different parents will have different answers, and few parents will talk honestly about their choices, even fewer parents would rely on calculators or software to answer such deeply personal questions.

When deciding between investing more in selective schools, in intensive teaching for underperformers or in the creation of melting-pot classrooms where kids learn from each other’s differences, voters have for the past few decades been asked to focus on the costs and benefits of different courses of action. Economic models are used continuously to explain to the public that the most efficient use of “scarce public money” is to focus on one group of children or another.

It doesn’t stop with schools. Just as parents struggle to decide whether they should spend money on family holidays to build relationships or piano lessons to build cognitive skills, all democracies struggle to decide how much to spend on museums and art galleries compared to science and technology. But where neoliberalism encourages different elements of our society to see themselves as rivals for scarce public funds, a cohesive society would ask itself how much more economic growth would be needed before it could fund great arts and science programs at the same time.

After twenty-seven years of continuous economic growth, it is inconceivable that the thing Australia needs most is to “grow our economy” some more. What we really need is to rebuild trust in our institutions and confidence in our country. We need to debate far more specific and important national goals, and then show ourselves that when we work together, we can make things better. We have done it before and other countries are doing it right now.

So, what is to be done?

Embrace populism. That an idea is popular should hardly count against it. Indeed, in a democracy, popular ideas tend to do better than unpopular ideas. But after thirty years of neoliberalism, the Australian public has been trained to be sceptical of simple ideas to make our country a better place.

What if Australian parliaments stopped trying to “fix” the industrial relations system or the tax system for a few years, and focused instead on things that Australians really care about? While there is no doubt that the national not-quite-plebiscite on equal marriage was an unnecessary waste of money that distressed a significant number of Australians, there is also no doubt that the Australian public showed it was more willing and able to conduct a mature debate than the current parliament. And while the result might have been slower than many Australians would have wanted, this year my sister can marry her partner and two years ago she could not. Change is not just possible, it can be invigorating. Australians aren’t suffering “reform fatigue,” they are suffering “boring reform fatigue.” If they are given interesting political questions to debate, there is no reason to believe they won’t be interested in politics again.

The overwhelming majority of Australians support voluntary euthanasia. But as with equal marriage, historical and cultural legacies in the major parliamentary parties mean that passing laws that give people suffering chronic pain a degree of choice (a very neoliberal benefit) is currently beyond most of our parliaments. A free vote or plebiscite on such an issue would almost certainly lead to significant change that would appeal both to libertarians and to most people concerned with social justice.

Similarly, although the vast majority of Australians support banning junk-food advertising, especially to children, neither major party currently supports such a ban, for the simple reason that simultaneously taking on the junk-food manufacturers, the big retailers and the entire commercial media and advertising industries is seen as political suicide.

Bans on political donations; the establishment of strong anti-corruption watchdogs; reform to parliamentary entitlements; higher taxes on annual incomes over $1 million; closing tax loopholes that allow companies to pay billions in dividends and nothing in tax; legalising marijuana; banning poker machines; preserving all existing parks from property development … there are dozens of popular things that state and federal governments could get on with that would make Australians happy, make Australia a nicer place to live and, most importantly, show the Australian public that the decisions made by parliament do make a difference.

The real power of neoliberalism has been to convince the media and large swathes of the public that such debates about the shape of our communities and the design of our institutions are somehow a “distraction” from the main game of further tax cuts and industrial relations reform. Neoliberalism has produced the bizarre result that serious politicians and serious political parties define themselves by their “economic agenda,” while declaring simultaneously that it is individual choice, not government policy, that creates jobs and prosperity.

Parliamentary stalemates on overwhelmingly popular issues are starving our democracy of signs of success. Similarly, decade-long fights about carbon pricing and industrial relations reform provide voters with a constant reminder – if they can be bothered tuning in – of the inability of parliamentary democracy to get things done.

On average, our 226 federal parliamentarians have, over the past five years, passed 136 new laws each year. Leaving aside the absurd proposition that if we went a few years without changing our tax and industrial relations laws, the economy would grind to a halt, there is simply no evidence that parliament lacks the time or capacity to consider social and economic issues simultaneously. John Howard managed to ban same-sex marriage and to reform gun laws while trying to change our tax and IR system. And, of course, if there were any suggestion that it was parliamentary time that stood between Australians and the country they want, then a populist solution would simply be to require parliament to sit on Fridays. In 2019 our federal parliamentarians are scheduled to meet for just ten days in the first eight months of the year.

Yes, Minister

The Gonski review of school funding, the Finkel review of climate policy and the Henry review of taxation were all worthy contributions to public policy in Australia, but together they highlight the sad fact that Australians no longer trust their institutions. Each inquiry was named after its reviewer because no one any longer has faith in the independence of the public service. No one believes that a government department is capable of conducting an independent review of evidence and presenting their minister with a range of ways forward. Even Australians who have never seen Yes Minister know that ministers don’t set up inquiries into things unless they already know the answer they will get. But think about what that means. It means that Australians now think it naive to assume that the “public service” is in service to the public.

Anyone who has ever tried to use Commonwealth or state freedom-of-information laws to gain access to information that might embarrass a government knows how hard many public servants will fight to protect their minister from scrutiny. Lengthy delays, large bills for “free” access to information and enthusiastic use of the redactor’s pen are part and parcel of seeking to understand the decisions our representatives are making on our behalf. In 2014, in denying access to a consulting firm’s $400,000 report into the operation of the Federal Court, the attorney-general’s department gave as grounds for its decision that making the report public “would impede the provision of frank, independent advice from professional services firms to inform policy.” By that logic, only government documents that reflect well on the government should be released to the public.

Of course, it is not just citizens who struggle to elicit information from the public service. The Australian Constitution vests significant powers in the Senate and, in turn, the Senate has developed a range of processes and committees to extract the information it requires to perform its oversight role. However, so-called public servants who instead see their role as defending their minister have become openly contemptuous of these obligations. Indeed, departments even spend money training senior public servants in how to dissemble, deflect and avoid questions asked of them by senators. There are consultancy firms that set up mock Senate hearings to help public servants practise their evasions. Such training is clearly effective. Consider the following answer to a question about whether a new government policy would lead to an increase in the price of medicine:


I think that is the important thing. I appreciate that there are multiple opinions on this at the moment. We see certain extracts of data and we have a different perspective being presented here. The important thing to acknowledge is that, under the Sixth Community Pharmacy Agreement, we are going to get that data and then we can have a conversation about whether what we had anticipated and what we were seeing from extracts of data is translating under the agreement or whether there are other areas that we need to be concerned about. Importantly, we are having an independent review of remuneration within the first two years of the agreement to assess that.



Imagine the outcry if a company spent shareholder money training senior staff in how to avoid questions from company board directors. Imagine if senior businesspeople sat in a room practising how to conceal information from their board.

Some argue that without secrecy the public service will be unable to give the government “frank and fearless advice.” But if that is the case, why not simply repeal freedom-of-information laws and explain to the public that democracy works better when the ruled don’t know what the rulers are up to?

Leaving aside the advantages of telling the public the truth and treating them respectfully, the argument that the public service cannot provide good advice to governments if that advice is accessible to the public is contradicted by the fact that other countries manage to do exactly that.

Each January, Australian newspapers fill with stories that flow from the release of twenty-year-old cabinet documents. So secret and so important are the documents on which the Australian cabinet bases its decisions that they must be locked away for decades to preserve the ability of our public servants to provide their much-vaunted frank and fearless advice. But in New Zealand the wait is much, much shorter. Cabinet documents are released soon after decisions have been made, and there is no blanket ban on access to cabinet documents under their equivalent of our freedom-of-information laws. Yet despite, or perhaps because of, this, our nearest neighbours managed to lead the world in privatisation and deregulation in the 1990s. Indeed, for many years New Zealand was held up as a paragon of virtue by economic reformers in Australia. When asked why the potential release of cabinet documents didn’t curb his ability to give frank and fearless advice, a Kiwi public servant recently said to me, “Mate, because I know my brief will become public, I know I better make it good. If I cherrypick the data, conceal the problems or ignore viable alternatives, I know it will be me that gets ripped apart. Fear of public scrutiny is what makes me give frank and fearless advice.”

Of course, it is not just our freedom-of-information laws that need to be reformed if Australia’s democracy is to thrive in the age of Twitter. We need to reform our democratic culture. In particular, we need to jettison the idea that it is forgivable for some politicians to behave badly because “the other side is just as bad.” Vibrant democracies thrive on high expectations.

And it is not just the public service and the parliamentarians that need a cultural overhaul. The media and the public must also stand down from their tirade against the trivial. Of course ministers disagree with each other on the best solution to complex problems. Such disagreements aren’t a “damaging split”; they are proof that smart people with different perspectives are doing their job.

Of course ministers disagree with their departments about the best trade-offs and time frames. Revelations of such differences aren’t a “damaging leak”; they are proof that those who face the electorate often have different priorities and schedules from those who have to administer new policy.

And of course ministers sometimes make mistakes when outlining or enacting big policy changes. Only people who do nothing will encounter no implementation problems. Such disagreements and hiccups are not political or policy disasters; they are the inevitable consequence of trying to incorporate a wide range of competing views into the design of national policy which has to be rolled out while the world is still turning.

While neoliberalism has trained us to think we already waste too much money on politicians, the fact is we have not nearly enough of them for them to do their jobs well. Since 1981, the average number of Australians represented by each federal MP has increased from 119,000 to 161,000. Increasing the number of politicians would come at a significant financial cost, but such a cost is trivial compared to the cost of spending five years developing a carbon price and another five years dismantling it.

Similarly, the political class has no problem funding generous travel entitlements, including VIP jets and chauffeur-driven cars sitting on standby outside Parliament House. Surely it would be better for democracy to have more MPs who interact more frequently with the rest of us, rather than a smaller number who can hide away? And surely no MP who spent much time engaging with their constituents would be too worried by what Andrew Bolt thought about climate policy or what Peta Credlin thought about Malcolm Turnbull? The greater the distance between our politicians and ourselves, the greater the influence the media, lobbyists and party officials have. Those worried about transparency and accountability should be as alarmed by the cosseted environment we have created for our governing class as they are by the role of political donations. Even neoliberals should agree that if everyone had access to their politicians, no one would be willing to pay $10,000 for a meeting.

But rather than encourage rage against the lack of transparency and openness of our political class, neoliberalism has actually served to distance our politicians and policy-makers further from the public. That is, in depicting the design of policy as having more to do with economic modelling than with national goals and values, neoliberalism has placed the minutiae of policy design front and centre in the public debate.

The result is a democratic deficit. And as the mounting evidence of Russian interference in the 2016 US election shows, divided democracies that have lost faith, and trust, in their institutions face as much threat from Facebook as they do from foreign fleets. The health and resilience of a democracy cannot be taken for granted, especially when it is under simultaneous attack internally from corporations seeking to reduce public faith in government and externally from nation-states that benefit from undermining other countries’ cohesion. Not all external threats to a nation take the form of missiles or suicide bombs.





GOVERNMENT IS GOOD

The historian Manning Clark described modern Australia as born of a battle between the “enlargers,” who sought to make the most of their freedom from Mother England on what they saw as their empty continent full of opportunities, and the “punishers and straighteners,” who were reluctant to give away the power of the prison guards and governors who defined so much of the early culture of the great big penal colony they had set up.

The optimistic and laconic larrikin spirit that is so prevalent in accounts of Australian culture sits hard against the worldview of the punishers. Whether it’s the glorification of Ned Kelly rising up against the police he saw as unjust, or the Anzacs’ willingness to mock and disobey their British generals, the idea that we should take our country seriously, but not ourselves, has a long history in Australian literature and culture.

Neoliberalism changed that. By endlessly urging economic growth, the punishers draped themselves in the cloak of the enlargers. Neoliberalism has for decades told an optimistic story of the good days to come, but its genius is to convince us that in order to be enlargers we must be punishers first. If we want to end unemployment, we must punish the unemployed for their sloth. If we want to protect what we have, we must first punish refugees for their greed.

Growth is a beautiful word, but neoliberalism has defined it in the ugliest of ways. Of course we want our children, our gardens and our country to grow and be strong, but we are told that to make our economy grow we must be ever-vigilant against those in need. Yet after thirty years of blaming the unemployed for their unemployment, and single mothers for their absent partners, the prosperity we were promised has yet to arrive for large sections of the population. Indeed, many of the communities and regions that were asked to make the biggest sacrifices in the name of National Competition Policy have seen the smallest gains. While the national income has risen steadily for twenty-seven years, the incomes of many in our nation have not. Those stuck on unemployment benefits and the minimum wage in regional centres continue to fall further behind those with full-time jobs in our cities. Those stuck in casual jobs or the gig economy have no access to the sick leave, maternity leave and paid holidays that adult Australians once took for granted.

One could be forgiven for thinking that those speaking the language of neoliberalism were never trying to enlarge our society – they were trying to control it. As the hundreds of guards who once oversaw a penal colony of thousands knew all too well, it is easier to control a community when it is fearful and divided than when it is confident and united.

What might the enlargers say in response to this?

The opposite of the narrow economic agenda of neoliberalism isn’t a progressive economic reform agenda; it is the re-establishment of a broad debate about the national interest. After thirty years of hearing that politicians, government and taxes are the things that ruin the economy, it is time for the public to hear and see that politicians, government and taxes are the foundations on which prosperous democratic nations are built.

You can’t have a democracy without politicians. You can’t do the things the public wants without a government bureaucracy. And you can’t fund those policies without tax revenue. The neoliberal war on government and tax is, in reality, a war on democracy. And everything from the opinion polls to the number of people ignoring the law on compulsory voting suggests that the fabric of our democracy is not just frayed, but tearing.

There could be no more pressing, nor more conservative, objective than to revitalise faith in democracy. But for thirty years Australian political debate has revolved around “what the economy needs.” The simple truth is that economies don’t need anything. People do.

The Australian economy is nothing more than the collective actions of the 24 million people who live within our borders. Asking whether the Australian economy “needs tax cuts” is like asking if a dog needs a diamanté collar. The economy doesn’t “need” anything, but different people living in an economy, like different dog owners, will have differing views about what they think is needed. Resolving such disagreements is what democracy is for. Economists no more know what a nation needs than an architect knows what kind of house you need. We can ask experts for suggestions, but the choices are always ours.

It should come as no surprise that neoliberalism has done so much harm to our political discourse as, when viewed from a safe distance, it is clear that from the outset neoliberalism was a political project rather than an economic one. In essence, it allowed powerful groups in society to dress up their personal preferences as national goals.

Among the communities and workers that faced the full force of the privatisation of public assets and the contracting-out of essential services, scepticism vied with belief that the bitter medicine would one day produce good community health. But it never did. Although GDP per person, when adjusted for inflation, increased by 63 per cent between 1987 and 2017, few Australians feel that kids today will be able to buy a home and be able to raise kids in it on a single salary. One of the great ironies of neoliberalism is that even though it was supported by many conservative Christians, it has done more to destroy traditional family life than hippies, the pill or renewable energy ever did. Neoliberalism made many people rich, but it rendered many Christians unable to live by traditional Christian values.

After decades of distributional warfare, the gap between the winners and losers has grown too wide to explain away. No one believes that the wealth will soon trickle down. No one believes regional Australia is about to catch up with the capital cities. And no one believes a word that the business leaders, politicians and senior public servants who spent decades selling neoliberalism have to say. After decades in which regional communities lost their train lines and post offices, low-income workers lost their penalty rates, and many of those in aged-care homes lost their dignity, the public can see clearly that those same politicians who said we were too broke to help the poor are still determined to find a way to give enormous tax cuts to the biggest businesses.

People are no longer simply sceptical about the benefits of neoliberalism; they are scathing of the institutions that lied to their faces about shared sacrifice in the name of efficiency and productivity – whether it be the Productivity Commission, the economic modellers or the Business Council of Australia. Tax cuts for big businesses have not led to higher wages. Privatisation and outsourcing have not led to better-quality community services in regional Australia. There have been decades of dodgy economic modelling and promises that weren’t met.

Consider the vocational education and training market, or VET to the neoliberal policy reformers. Once upon a time TAFEs and technical colleges spent years training hundreds of thousands of apprentice mechanics, hairdressers and welders. But it was so slow. And because it was publicly owned, it wasn’t even profitable. So the neoliberals decided to privatise and deregulate what they now call the VET market and the result is thousands of unemployed people borrowing thousands of dollars to do short online courses to become nail artists and physical trainers. Employers can’t get the trained young people they need, young people ran up debts they can’t repay and the private providers made a fortune … all in the name of efficiency.

And then along came Tony Abbott. As Opposition leader, Abbott set a match to the stockpile of scepticism in regional Australia and used it to burn down not just the Rudd government’s emissions trading scheme, but the trust of many in our scientific researchers as well. Climate scientists were not hardworking individuals to be respected, but people with vested interests determined to win grants.

But if someone can become prime minister of Australia by arguing that common sense trumps science and that climate scientists cannot be trusted, how could that man expect the public to have faith in the business leaders who said we must deregulate further to make the economy strong? If climate scientists are on the take, then what words can be used to describe the consultants who are paid to do the economic modelling requested by governments?

The political success of neoliberalism owed much to the power of experts in Australia. But Abbott undermined his own ability to govern with the tactics he relied on to gain office. By fanning the public’s hostility towards experts in order to destroy the carbon price, Abbott let scepticism out of the bottle. And as Malcolm Turnbull discovered, the public is in no mood to hear experts, be they climate scientists or economists, tell them what they have to do.

The political right is hoist with its own petard. They were willing to destroy much of the public’s faith in experts and institutions to protect their friends in the fossil-fuel industry from what were, in theory, neoliberal policy tools such as the carbon tax and the mining tax. Having succeeded in that, they are now entirely incapable of using those same experts and institutions to persuade the public to take another large dose of fiscal pain in the hope it will deliver long-term gain.

This leaves Australia at a fascinating crossroads. Without institutions that can be trusted, how do we govern? How do we turn policy ideas into parliamentary action? While there are no simple answers, creating and rebuilding our institutions will obviously play a major role.

New institutions

Australia is a young nation on an old continent, with one of the oldest continuous democracies in the world. At the time of Federation in 1901, there were no emails, no fax machines and no aeroplanes. It took weeks to send a letter from Sydney to Perth, and it wasn’t until 1914 that the first airmail was delivered from Sydney to Melbourne in a record-breaking two days. Our constitution, which reflected both the technology and the temper of the times, has proved remarkably immune to change, with only eight referendums succeeding in the past 117 years. But in the next 117 years there will be change; the questions are how much, how fast and in what direction.

Debating ways to reform our constitution, build new institutions and reshape the relations that Australia has with other countries are not distractions from “important economic issues.” Nor is imagining the form and function of new institutions a task best left to self-declared experts. If proposals for new institutions are to be more successful than the republic referendum of 1999, or more enduring than the ALP–Green carbon price of 2011, then citizens must be consulted at the beginning, the middle and the end of the process.

The following list of new institutions is not meant to be exhaustive, but simply to illuminate the size of the holes in the Australian institutional landscape and the ease with which they could be filled, if the public wants to fill them. To be clear, just as the main barrier to equal marriage was the parliament and not the public, the main barrier to many of the suggestions below will be our parliamentarians and the power groups that hold such sway over them. In turn, the “political impracticality” of some of the changes below is evidence of the underlying problem with our political culture, not proof of shortcomings in the ideas themselves. And until we have a parliament which can act on good ideas that are popular, faith in our democratic institutions – and, indeed, in our democracy – will continue to wane. Put simply, why should the public have faith in institutions that make change so hard?

A charter of rights

Australians do not have the right to remain silent, they do not have the right to a lawyer and they do not have the right to bear arms. Indeed, while some laws grant some citizens some rights, Australia is the only democracy in the world that lacks a bill or charter of rights which no parliament can take away. While different countries have settled on different fundamental rights, common ones include the right to free speech, the right to vote, and freedom from oppression for religious beliefs. The purpose of a charter of rights is to place our collective vision of our fundamental rights above any attempts to limit such rights based on the politics of the day.

A charter of rights could have protected citizens from the recent “robo-debt” debacle, in which citizens were forced to produce seven-year-old payslips to prove that they had not committed fraud. And a charter of rights might protect whistleblowers who want to speak out in a country where public servants can now be sacked for expressing their personal views on social media. International experience suggests that while bills and charters of rights are often introduced by left-of-centre governments, they are rapidly embraced by right-of-centre groups concerned about potential abuse of state power. While our parliament is hyper-partisan, not all significant changes need to be.

A National Interest Commission

For thirty years Australians have been told that what is good for GDP is good for the economy, and hence for the country. But that is like saying that the more money a family earns, the happier the children will be. GDP is nothing more than the sum of market transactions that take place within a country’s borders.

This means that, as the oil company BP claimed in 2016 when proposing to drill in the Great Australian Bight, an oil spill would be good for the economy. In the words of BP: “in most instances, the increased activity associated with clean-up operations will be a welcome boost to local economies.”

It is the shape of our economy that determines our wellbeing, not its size. Spending $1 billion subsidising the Adani coalmine will create economic activity, but so will spending that money promoting Australian tourism or improving Sydney’s public transport. The important question isn’t whether a project will “create activity,” but whether a project will make Australia a better place or not. Setting bushfires, blowing up dams and causing oil spills will all create economic activity, but few outside the oil industry would claim any of these to be of benefit to the community. Yet political and business leaders tell Australians all the time that we must allow mining in national parks, dams on fragile river systems and the release of carbon dioxide into the atmosphere – all in order to increase economic activity.

There is no right way to determine whether an enormous new coalmine is in the national interest or not, but there is a way that is simply wrong – and that is talking about its effect on GDP. While many have tried to develop “alternative indicators” to GDP, decisions about whether we need more subsidies for coalmines, more health funding or more infrastructure for remote Indigenous communities are inherently, and inevitably, democratic in nature. While the desire to have a new indicator to answer such questions is seductive for some, such a project inherently accepts the neoliberal view that all costs and benefits from all actions can be measured. They can’t.

A National Interest Commission could replace the Productivity Commission and provide both governments and the public with broad advice on the kind of advantages (as opposed to benefits) and disadvantages (as opposed to costs) that a major project like a nuclear waste dump, an enormous new mine or a universal basic income might entail. The responsibility of such a body would not be to make such big decisions, but to ensure that the parliament and the public are aware of the likely consequences of them. No experts can, or should, be trusted to weigh the relative importance of reducing inequality or increasing air pollution in our cities. But experts can help us, and the parliamentarians we elect, understand the likely consequences. Whether it is for voters on the centre-right wishing for a more balanced, empirical policy debate, or those on the centre-left wishing that our democratic debates were broader than “jobs versus the environment,” the provision of broad evidence stripped of strong conclusions would be of value.

A federal corruption watchdog

While every state in Australia has a corruption watchdog, at the time of writing no such body exists at the federal level. Although parliament annually allocates more than $460 billion, and although the Australian Public Service annually administers hundreds of billions of dollars’ worth of payments and contracts, there is no institution dedicated to the search for corruption.

The main arguments against the creation of a federal corruption watchdog with wide powers and the ability to hold public hearings seem to be that such a body isn’t necessary, and that public hearings harm reputations more than they help find the truth. But if the worst outcome from a federal corruption watchdog was that it held expensive hearings and found no evidence of corruption, then it would be money well spent. Federal politicians accuse each other of corruption all the time, but with no agency to investigate such claims, all the public hears is the allegation, and never the resolution. This contributes to Australians’ declining faith in their politicians. As with a charter of rights and a National Interest Commission, a federal corruption watchdog is neither a left nor a right issue.

Democratic education

If someone asked you to explain preferential voting to them, could you do it? While some people find the compulsory preferential voting system used for the House of Representatives straightforward enough, the explanation of the impact of the new voluntary preferential system for Senate voting on the quota is tough going for many. Confused? You should be. Virtually none of the journalists who write about politics can explain Senate preference distributions clearly, which is why on election night they all bow to Antony Green’s greater wisdom.

I think compulsory preferential voting is great. The absence of preferential voting in the United States is why George W. Bush beat Al Gore in the 2000 presidential election. Millions of US citizens voted for Ralph Nader, who was well to the left of Al Gore, but because the United States doesn’t have preferential voting, all of those votes were worthless. For example, in the key state of Florida, Bush beat Gore by just 537 votes … but 97,000 people had voted for Nader, votes that didn’t help elect anybody. In Australia, each of those 97,000 voters would have been asked who their second preference was, and if most of them had picked Gore, then Gore would have been president on the day the World Trade Center was attacked in New York.

Lots of people in Australia seem to think there is something dodgy about preferential voting, for the simple reason that the last thirty years of neoliberal “expertise” have trained them not to trust things they don’t understand. It is not just schoolkids who need to learn how Australia’s democracy works; the entire population needs a refresher course not just on voting, but on the role of the Senate, the role of the states and the lack of any bill of rights for citizens.

Most Australians believe that politicians should stick to the promises they make. And most think politicians should compromise to get things done. But politicians can’t do both unless they stop making such grandiose and silly promises before each election, and then blaming the states and the Senate for their reneging on promises after each election. Tony Abbott famously declared that there would be “no deals” with minor parties or independents if he won the 2013 election, but at the time he made that promise his Liberal Party was, and still is, in a coalition with a minor party. Similarly, given that there was virtually no chance that the Coalition would win an absolute majority of Senate seats, it was inevitable that if Abbott won office he would need to negotiate with minor parties to pass legislation through the Senate.

The Senate is often blamed for the government of the day’s political woes, yet it is not the Senate that is broken, but the public’s understanding of it. The Senate has no more power today than it did during the much-vaunted Hawke–Keating years, but modern prime ministers and Opposition leaders are far more likely to make bold promises to the public that they know will struggle to pass through the Senate before turning around and blaming the upper house for their over-promising. Indeed, back in 1993, when Paul Keating was fighting John Hewson over the Liberal plan to introduce a GST, the then prime minister threatened the Australian public with Labor support for such a policy in the Senate should the Liberals win power. Whereas current political tactics suggest that oppositions should oppose everything in the Senate to make life hard for the government, Keating assured voters that if they chose to elect the Liberals, they would get all of that party’s tax reform agenda. Times and tactics have changed, but the power of the Senate has not.

Each year, the Australian government spends hundreds of millions of dollars advertising such pointlessly nebulous things as “innovation” and “jobs and growth.” While oppositions typically promise to spend less money on such nonsense, successive governments spend more. If such funds were used, over decades not months, to provide civics education to Australians of all ages, the quality of our voters, if not of our politicians, could only rise. And one hopes the former would improve the latter.

Given that many on the right of Australian politics are increasingly interested in the promotion of Western civilisation, and that many on the left see participatory democracy as an important value, it is hard to see how the provision of high-quality civics education to people of all ages could raise objections from either side.

A sovereign wealth fund

Australia has a larger landmass than continental Europe and a population about the size of Scandinavia. Not only are we blessed with an enormous stock of natural resources, but we do not have to share it among too many of us. However, despite extracting so much iron ore, coal, gold, copper, oil, gas, diamonds and uranium for so long, we are still, apparently, too poor to afford the quality of public services offered in northern Europe.

We have just seen our largest-ever mining boom come and go, yet leave our cupboards bare. The 2013 election was held just as the boom was fading and, according to the Coalition, we were in a budget emergency. But the fact that we squandered the last boom does not mean it is too late to reform the way that all Australians benefit from the sale of natural resources. Far from it. Obviously if, decades ago, we had created a resource tax system and sovereign wealth fund like Norway’s, we would have already accumulated hundreds of billions of dollars. But the fact that we haven’t done it yet doesn’t make it too late. According to the Australian coal industry, they will be digging up coal for decades, if not centuries, to come. Similarly, the iron ore, copper, uranium, diamond and oil industries talk of the long-term fortunes to be made. While our delay has cost us dearly, past mistakes are no excuse for future ones.

The mining industry has powerful political allies in Australia who like to focus on the amount of tax paid by the resources sector, while its critics focus on the large amount of subsidies it receives and the small amount of tax paid. But imagine if all tax collected from the mining industry went into the same fund from which all subsidies were drawn. Not only would there be much greater transparency and accountability concerning the subsidies, the revenue collected from the sale of our scarce resources also could not be squandered on short-term vote-buying. Both conservatives and progressives in Australia talk about the need to protect future generations, albeit from the different threats of public debt and climate change. A sovereign wealth fund built on revenue from the sale of our natural resources would be a good way to address these concerns, even if only partially.

*

The institutions described above are neither necessary nor sufficient to “fix” Australia, but all of them are as important as, if not more important than, another round of tax cuts or industrial relations changes. All of them exist in some form in other countries, all of them have broad public support, none is a pet cause of either left or right, and each could show a disenchanted public that Australian democracy has the potential to reform itself.

While individuals and interest groups tend to focus on particular policies and particular ideas, the simple truth is that no single institution, idea or policy will make or break a country. But what can break a country is decades-long paralysis in which simple, popular and important ideas cannot be pursued with vigour by those aspiring to lead the country for fear that to do so will paint them as “not caring about jobs” or “not caring about the economy.”

Neoliberalism has narrowed not just our policy agenda, but our imagination of what it is that constitutes the national interest. Now that BP admits that oil spills are good for economic growth, perhaps it will become easier to accept the need to pursue more meaningful goals than GDP. Perhaps.

Obsessed with the economy

Shocking though it must seem to those who have been immersed in Australian politics for thirty years, it is possible to govern a nation without talking about the economy all the time.

Of course the performance of the economy matters, and of course unemployment is an important problem. But if those who claim they want to cut the corporate tax rate were so concerned with the fate of the unemployed, then wouldn’t they have spent the past ten years campaigning for a big increase in the unemployment benefit? Wouldn’t they have opposed Tony Abbott’s plan to sack 14,000 public servants? Wouldn’t they have opposed Jeff Kennett’s privatisation of the Victorian electricity industry, which led to 10,000 electricity workers losing their jobs?

Of course Australia needs to be “internationally competitive,” but have all those pushing for lower taxes forgotten that the whole rationale for floating the dollar back in 1983 was that doing so meant we could stop worrying about being competitive? If Australia were ever “priced out of the global market,” our exchange rate would simply fall, just as it did when the mining boom ended. When it does so, overseas holidays and imported cars instantly become more expensive, and domestic manufacturing becomes more competitive. If the mining industry were concerned about Australia’s international competitiveness, then it would have supported the need for a super-profits tax and the creation of a sovereign wealth fund like Norway’s. But it didn’t because it isn’t.

And of course Australia needs to think hard about what things it makes sense to spend money on and what things it doesn’t. Spending billions on stadiums will create jobs in construction, but so would building public transport. The issue isn’t how much concrete we pour, but what we build with the concrete. A country that can afford to subsidise new coalmines and let millionaire retirees live tax-free can afford to spend more money on aged care, child care or rape crisis centres.

But what kind of communities, and country, do we want to build? Do we really suspect that the unemployed, the disabled and the elderly are trying to put one over us? Do we want rapid population growth? Do we want to ban all guns? Do we want to shift Australia Day?

Such decisions can only be made by our parliament, but the issue is to whom our parliamentarians listen.

There is no right answer to how supportive, trusting or far-sighted we as a nation should be. There is no mention in our constitution of any obligation to the environment, future generations or fiscal sustainability. Like a poker machine addict going for broke, there is nothing to stop us squandering our inheritance.

While there is nothing inevitable about Australians making good decisions about our future, there are no obstacles either. Except, of course, the self-imposed ones: insecurity and narrowness of vision. The world is full of proof that alternatives exist.

But what is it that we want?

Of course people need jobs, but the idea that one side of politics or another has a unique ability to “create jobs” is as economically absurd as it is historically inaccurate. Those who make such claims need to be mocked for their inanity, not praised for their “economic responsibility.”

Apart from jobs and growth, what else do we want? What else can we have? Do we want to have a health system like the UK’s, in which there are no co-payments? Do we want to have a primary education system based on the Finnish system, which regularly tops the world rankings? Do we want a free university system based on the German model? Or do we want to have specialised aged-care homes for those suffering dementia, designed to stimulate their minds and calm their emotions? Maybe we want women fleeing domestic violence to find safe and appropriate accommodation for themselves and their kids the minute they ask for it? Or maybe we don’t.

Loopholes and burdens

Like waiters in a restaurant, politicians and bureaucrats are not there to tell us what we must order, but to show us the menu and explain the specials. But there are no free lunches. If Australia wants to remain one of the lowest-taxing countries in the developed world, then obviously it can’t invest in the highest-quality services in the world. If we want to have a tax system like Singapore’s or Hong Kong’s, there is no way we can have a health or education system like Sweden’s or Germany’s.

Deciding whether to collect more tax or not is one of the democratic choices Australia faces, but if more tax is to be collected, there is also the issue of how best to do this. The neoliberal view has for decades been that the best way to collect more tax is to increase the unpopular GST. This has worked a treat in stifling calls for more revenue. But Labor has discovered in recent years that it can be extremely popular to suggest that more revenue be collected by closing loopholes and concessions relating to capital gains, negative gearing and dividend imputation. Needless to say, opponents of collecting more tax in such popular ways accuse Labor of being populist.

Australia has not just chosen to be among the lowest-taxed countries in the developed world, it has chosen to allow many of our wealthiest citizens, and many of the world’s biggest companies, to pay, literally, no tax. In 2017, Chevron, one of the world’s largest oil companies, sold $3 billion worth of Australian oil and gas to the world, but paid not a cent in tax to the Australian government. To be clear, it did not break the law. On the contrary, Australian parliamentarians have passed laws to ensure that such behaviour is not just legal, but richly rewarded.

By contrast, in the 2008 federal budget, the Labor treasurer, Wayne Swan, announced that federal government excise would be introduced on “condensate,” thereby raising $600 million that year. Since its introduction, the tax on condensate has raised billions of dollars. Of course, few people have heard of condensate and even fewer know that condensate is otherwise known as oil. While the two products are almost chemically identical, the main difference is that condensate is the oil you get when you are drilling for gas. It’s a bonus source of revenue for the gas industry, and until Wayne Swan came along, it wasn’t even taxed. It is now, and as a result the commonwealth government can spend more money on health and education for the same size budget deficit. Swan’s decision “levelled the playing field” for different oil companies. It “simplified” the tax system by removing an arbitrary legislative distinction. And of course it improved the budget bottom line. But while such a policy should have received a warm welcome from the neoliberals, it didn’t.

One of the most powerful words in the neoliberal arsenal is “burden.” While tax is often described as the price we pay to live in a civilised society, the political right typically follow the word “tax” with this word. And in turn, whenever people argue for more of the health, education and other services that the vast majority of voters want, those on the right respond by suggesting that the only way to fund it is to increase the “tax burden” on ordinary voters.

As we have seen, removing loopholes and concessions such as the exemption of condensate from excise tax is an easy way to collect a lot more revenue, simplify the tax system and make that system fairer. There are many other ways. Take superannuation: at present, it is entirely legal in Australia for someone who receives (note that I didn’t say “earns”) $100,000 in a year to pay not a cent in tax, not even the Medicare levy. Of course, to do so you have to be both over sixty-five and have earned enough income in the past (or inherited enough wealth) to have accumulated a large superannuation balance.

While defenders of the current tax treatment of superannuation rely on the argument that people with millions of dollars in super are “self-funded retirees,” the budget papers make clear that taxpayers contribute more than $30 billion annually to so-called self-funded retirement accounts. Indeed, on current trends, the cost of these taxpayer contributions will exceed the total cost of the age pension by 2025. But while the age pension is paid out to those with the least, the tax concessions for superannuation are handed out according to how much you already have. For example, a woman in her fifties working part-time would likely receive no taxpayer contribution to her retirement fund, while a man earning $200,000 per year would receive thousands of dollars per year in taxpayer support for his retirement.

Given this, there is no need to increase the “tax burden” on middle-class people. Until some of the wealthiest Australians start paying some tax, any tax, there is absolutely no need to ask those earning $80,000 per year to pay a cent more.

And then there is the “wealth management” industry, which specialises in ensuring that people with significant assets and high incomes can still avail themselves of taxpayer support. No shame or stigma accompanies this double-dipping; indeed, it is encouraged and widely discussed in newspaper columns dedicated to helping those with significant assets juggle their arrangements so they can maximise the amount of welfare they receive. Imagine if there were newspaper columns giving people advice on how to rort the disability pension or unemployment benefits. The cost of letting millionaires get the age pension is enormous, but in Australia it is the cost of unemployment benefits that gets the blame for the state of the budget.

Since the 2013 election, the Labor Party has announced its intention to tighten tax concessions on super, reduce the benefits of negative gearing, partially remove the tax concessions on capital gains introduced by John Howard, and, most recently, change the tax treatment of dividend imputation credits. All these policies would help to make the tax system fairer and raise tax revenue, and none would lead to an increase in the tax paid by “ordinary Australians.” That is why they are both popular and effective.

Once Australians understand that their country is one of few nations in the world to have no wealth tax, that they could raise a lot of money from taxing pollution, and that it is easy to make the tax system fairer by removing loopholes, surely most will not be reluctant to collect more tax and spend more money on services. But that, of course, is why neoliberalism has fought so hard to suggest that tax policy should be based on economic modelling commissioned by business groups rather than honest conversations with voters. Collecting more tax revenue is called populist; in reality, it is simply popular.

Not a market society, a society with some markets

The democratic menu for Australia is far more than a list of spending and revenue measures. Should we become a republic, abolish the states, have a treaty with Indigenous Australians, curb rapid population growth, ban all handguns, develop our own space program, provide all people with affordable housing, legalise abortion in all states, improve the food served in aged-care homes, close the gender pay gap, preserve religious freedom, provide clean drinking water in all Indigenous communities, or give casual workers access to paid sick leave and holiday pay?

Some of these issues have economic implications, but the trick of neoliberalism was to convince the public that it is the economic dimension of big issues that we must always focus on. But past generations, in Australia and in other democracies around the world, did not see the need to delay all significant debates about the shape and direction of their society until tax and industrial relations policies were optimised according to specific principles understood by a tiny proportion of the population. The United States fought a civil war over the principle of the abolition of slavery. The UK created its National Health Service in the aftermath of World War II at a time of record debt, and John Howard managed to ban automatic weapons at the same time that he was pursuing his narrow neoliberal agenda on industrial relations. And they all made their case without the use of economic modelling.

Opening up our democracy to more voices will not be easy for those who like their politics predictable and their policy design neat. But Kevin Rudd’s obsession with the programmatic specificity of climate policy didn’t help him convert 70 per cent public support for carbon pricing into lasting climate action. And while Abbott’s three-word slogans were a powerful tool for taking a government down, they were a ball and chain for an elected government. Malcolm Turnbull’s short-lived interest in being “agile and innovative” was another case in point.

Democracy is messy and slow. The Constitution gives us two houses of parliament for the specific purpose of making controversial change hard. But as the Gillard government showed, even a minority government can pass major reforms through both houses of parliament when those measures are popular. The majority of citizens were so supportive of the National Disability Insurance Scheme that even Tony Abbott couldn’t bring himself to vote against it, or the tax increase that came with it. Similarly, the Royal Commission into Institutional Responses to Child Sexual Abuse was supported by Abbott. When Julia Gillard combined the listening and negotiation skills she was renowned for with ideas the public was hungry for, she had no problem passing bills through the parliament or leaving a lasting legacy. For thirty years our elected leaders have endlessly debated what is good for business or good for the economy, but it is time that we commenced a broader debate about what is good for our nation. Of course, such a conversation includes discussion of the things that create wealth and create jobs, but just as a family that focuses only on its bank balance is unlikely to flourish, a country that ignores fundamental matters of democracy, equity and environmental health while it continues its decades-long discussion about optimal industrial laws is unlikely to thrive.

Democracies only work when citizens are engaged enough to set national directions and trusting enough to step back and leave the details to their delegates. Instead, according to the dictates of neoliberalism, Australians have been told to leave the big debates to the experts – experts they no longer trust.

So here we are. Powerful groups are as determined as ever to push a narrow, self-serving and unpopular agenda, but the parliament – the Senate in particular – has decided that enough is enough. But the parliament isn’t broken, and nor is our democracy. All that is broken is the public’s faith in the idea that if they take enough of the bitter medicine prescribed by the experts, everything will get better soon.

Neoliberalism is dead, but its tired and narrow vision has nearly crushed the life out of our democracy. While new structures are needed, what is needed even more is willingness among our parliamentarians and the public to embrace a much broader definition of reform. As that great champion of democracy John Howard said after every one of his election wins, “The voters always get it right.” And as Adam Smith, the man who saw both the virtues and the limits of free markets, once wrote, “No society can surely be flourishing and happy, of which the far greater part of the members are poor and miserable.”

Australia has the wealth and the wherewithal to build a society that is cooperative, cohesive and capable not just of generating enormous wealth, but of distributing that wealth, and the opportunities to create it, far more fairly. Whether we aspire to be more like Sweden or more like Singapore is a democratic question, not an economic one. Put simply, as one of the richest countries in the world, living at the richest point in world history, we can afford to do anything we want, but we can’t afford to do everything we want.

The world is full of alternatives and choices. Neoliberalism’s real power came from convincing us that we had none. We do, and making them is the democratic role of citizens – not the technocratic role of economists, nor that of any self-serving elite.





AFTERWORD: 2019 – THE CHANGE ELECTION

In recent times, neoliberalism hasn’t been the only thing to eat itself. When the Liberal Party replaced former merchant banker Malcolm Turnbull with former lobbyist and bureaucrat Scott Morrison in August 2018, it did not just precipitate a collapse in the polls. The leadership change delivered a lethal blow to the notion that the Liberals are the champions of small government. The party has abandoned article after article of its faith in the invisible hand of market forces, and replaced it with faith in marketing slogans.

Morrison quickly turned the national debate about climate and energy policies into a farce. The Turnbull government at least showed a little interest in reducing greenhouse gas emissions and making the electricity industry more efficient. In contrast, Morrison’s first act as leader was to ape the Coles slogan by declaring that electricity prices would be driven “down down down.” Whereas previous Liberal leaders have argued that privatisation and deregulation would lower electricity prices, Morrison promised to wield the “big stick” of regulation, threatening to break up the big energy companies into smaller ones if they refused to lower their prices. In one fell swoop, Morrison angered voters and big business – that’s no mean feat. Like the “So where the bloody hell are you?” campaign he ran for Tourism Australia, Morrison’s “down down down” campaign has been a flop.

The Coalition’s shift from faith in market forces to faith in marketing messages hasn’t stopped with energy policy. The party long denied the need for a royal commission into the banks. However, the outrageous behaviour exposed by the banking royal commission has led even the most strident defenders of free markets to concede that the regulatory framework and the regulators were woefully incapable of protecting Australians from the bankers’ greed.

The right’s blind trust in free markets and personal responsibility is now in full retreat. The Liberals are so disappointed in market forces that, as well as proposing interventions in the electricity and banking industries, they have created new regulations, and a new regulator, to protect vulnerable older people from abuse and exploitation by the (privatised) aged-care industry. Even conservative think-tank the Institute of Public Affairs supports new rules for conduct on university campuses. As the Institute’s executive director, John Roskam, said, “If heavy-handed government regulation is what’s required to ensure freedom of speech and freedom of academic inquiry at Australia’s universities, then so be it.” Interventionism is the new black. For the modern conservative the seduction of red tape now dominates the reduction of red tape.

But the right’s loss of faith in market forces should not be taken as a sign of political collapse. On the contrary, the Coalition is moving even further to the right on social issues, and the extreme right is gaining power in a number of countries around the world. Although Donald Trump and Brexit supporters are obviously not “progressive,” neither are they small-government libertarians. Philosophies, policies and politics are changing swiftly.

The rise of the populist right, as distinct from the neoliberal right – be it in the form of Pauline Hanson, Donald Trump or the Brexiteers – is closely linked to tensions caused by (the different but inter-related issues of) rapid population growth, high immigration rates and the ethnicity of people seeking political asylum. While it is typically the right that embraces the political potential of racist nationalism, it is important to remember that it was a neoliberal project, driven by the right for decades, to champion rapid population growth through high levels of immigration. As with the right’s recent turnaround on subsidies and budget deficits, its abandonment of support for high immigration rates reflects a deep schism on the conservative side of politics.

Since 2000, Australia’s population has grown by more than the entire population of Sydney, ensuring that already profitable banks, retailers and phone companies have had many more customers to milk. There is no doubt that a bigger population has led to increased revenue for companies and governments. However, hostility to this rapid population growth is due to the failure of governments (state and federal) to use the increased revenue to invest in schools, roads, hospitals, trains, parks and affordable housing, all of which cities need if they are to be full of contented, community-minded residents.

Support for, or opposition to, population growth has nothing to do with traditional left- or right-wing politics. The Australian right’s new-found condemnation of rapid population growth, and of the refugee intake in particular, has absolutely nothing to do with the neoliberal principles of individual freedom, free trade and the pursuit of economic growth. It is simply an attempt at populism. That said, it is important not to lose sight of the fact that while some people undoubtedly oppose population growth because of racism or xenophobia, many Australians are simply worried about inviting millions of new residents into cities where transport and other infrastructure can barely service existing residents.

These political and ideological tensions are not unique to Australia. The strategists behind the Brexit campaign emphasised the potential to divert billions of pounds spent on the European Union to the UK’s overburdened public health system. The side of the Brexit campaign bus was emblazoned with, “We send the EU £350 million per week, let’s fund our NHS [National Health Service] instead – Vote Leave.” Put simply, neoliberal goals have been used to justify both rapid population growth as well as spending cuts to the services that a growing population places under the most pressure. Unsurprisingly, the political right is now splintering over whether population growth is “good for the economy” or “bad for the community.” That key voices on the right locally are now devoting so much time to advocating the importance of Western culture and Australian values is proof that they have abandoned the fundamental neoliberal tenet that economic growth can solve all social and environmental problems. It was not that long ago that the right believed that the only values that mattered were market values.

And so it is that Australia has entered a federal election year with our political parties desperately distancing themselves from any association with the once dominant idea that markets are better than ministers at distinguishing right from wrong. The banking royal commission, revelations of abuse in taxpayer-funded nursing homes, the failure of water trading to protect the Murray–Darling, and the evacuation of a recently built high-rise residential building in Sydney all demonstrate to people that they cannot rely on markets to look after them.

More and more it is dawning on Australians that the reason for this failure is that the “invisible hand” of the market simply doesn’t exist. The loss of faith in markets has opened up the space for debates about what kind of society people want to build. In these debates, the ALP and the unions have emphasised the pursuit of fairness and the need to “change the rules” of the industrial relations and tax systems. The Greens remain committed to protecting the environment, while the Coalition has united over the dangers of another parliament in which Labor and the Greens have a majority. Although the end of neoliberalism poses problems for all political parties – which I’ll discuss in detail later – there is no doubt that the right has been most affected by this shift in ideology. After decades of telling voters that they had “no choice” but to cut taxes for the rich and cut spending on the poor to be “globally competitive,” it has become obvious that the Coalition did have a choice. Despite declaring a “budget emergency,” Tony Abbott was desperate to spend billions on a generous paid parental-leave scheme, and Kevin Andrews wanted to subsidise compulsory marriage counselling for those seeking a divorce.

Voters now know that it is governments, not markets, that make a difference. They have realised that the Liberal Party distinguishes between “good debt” and “bad debt,” and that budget deficits are only a problem if the ALP is in power. Voters have also noticed that many of those who said we didn’t need royal commissions into the banking industry or into sexual abuse in the churches are also declaring that we don’t need a federal anti-corruption watchdog.

The 2019 federal election will be the first in decades in which neither major party will argue that voters will benefit most from the government letting the invisible hand of the market solve all our problems. Regardless of who wins, what is certain is that Australia has already radically changed direction. Now begins the process of deciding where to head. Talk about uncharted territory!

Leadership chaos is a symptom, not a cause

Australia’s current political chaos isn’t due to the rapid turnover of prime ministers in recent years. Rather, the revolving door of the PM’s office is indicative of a much deeper problem: like their counterparts in the United States and the United Kingdom, most Australian politicians have lost their faith in free markets and free trade and as a result no longer have the North Star by which they navigate. And as soon as they lose their rhetorical way and fail to provide “clear direction,” they lose the top job as well.

For decades, both major parties in this country believed that the most important goal was maximising GDP growth, and that the best way to do this was through free markets, free trade, and cutting taxes and the public sector.

The Hawke–Keating years are often held up as the “golden era” of policy-making in Australia, in which both major parties backed privatisation, deregulation, scrapping assistance to manufacturing and cutting public spending. However, though the budget may have been in surplus, the lack of debate about these policies, particularly about how they might reshape Australian society, is evidence of a significant democratic deficit. It wasn’t political genius that allowed Bob Hawke to cut tariffs or privatise the Commonwealth Bank; it was the support of the Liberal Party in the Senate. Imagine if, back in this golden age, manufacturing workers could have used social media to mobilise each other and the community, and if senators from minor parties had been in the parliament to take up their cause … It’s unlikely that many of the golden-era reforms would have passed. But in those days there was no social media, only a few loud voices were outside the major parties, and on the whole, in the early days of neoliberalism, most people believed captains of industry and Labor politicians when they joined forces to say what was best for them.

But those days are over. Just as John Howard had to fight to get his neoliberal WorkChoices through the parliament, so too did Kevin Rudd and Julia Gillard have to fight to get their neoliberal emissions trading schemes through. And while some, including this author, might mourn the fate of the carbon price, the same democratic contest that scrapped the carbon tax also caused the Turnbull government’s $65 billion plan to cut the company-tax rate to crash into the rocks. Populism is a double-edged sword, but it’s better than elitism.

Although it was unfair (let alone unsuccessful) of Hillary Clinton to label disenfranchised American voters “deplorables,” there is no doubt that voters around the world are revolting. They are revolting against the idea that free trade will help local workers or consumers, and that there is nothing a nation can do to help those who live within its borders. As a result of this rebellion, US President Donald Trump – a Republican – has declared a trade war with China, and UK Prime Minister Theresa May – a Tory – is Brexiting out of the European Union. Here in Australia, the formerly “free market” Liberal Party is enthusiastically hoping to provide subsidies to coalmines and coal-fired power stations, and some in their ranks even want to re-nationalise the electricity industry.

Political leaders used to avoid taking responsibility for their choices by blaming “the markets.” Decisions to cut welfare or assistance to the manufacturing, car and steel industries were justified on the basis that “the markets” demanded the Commonwealth budget be balanced. But the global financial crisis stripped those excuses away. For the first time, the public saw that there was a bottomless pit of money available to bail out the financial sector, which had long been lecturing everyone else about the need for fiscal restraint. People realised with crystal clarity that the regulators and rating agencies that had assured them that all was well had absolutely no idea what was going on.

For decades Australians were told that bankers earned so much because they were smarter than the rest of us. But then governments around the world, including ours, rushed to prop up, bail out and otherwise protect financial institutions from the consequences of their appalling decision-making. The financial sector here had led the charge against assistance for the manufacturing, farming and community service sectors. For decades bankers told us that bailing out industries would make them weak. No industry cited the need to rely on market forces more than the bankers. Until they needed a handout themselves.

While it may have taken the bankers, and some politicians, a few years to see what they had revealed, the public realised instantly that the bankers didn’t have an economic or ideological problem with subsidies, regulations and bailouts. Indeed, when they were on the receiving end, they asked for the biggest helping of public support in history.

So here we are, ten years after the GFC, having had a royal commission into the spectacular failure of our biggest banks not only to act prudently, but to obey the law. We’ve heard evidence that they’ve been stealing from the sick, the illiterate and even the dead. The only people who’ve come off worse than the bank CEOs are the regulators, who flip between claiming they had no idea what was going on and claiming that they did know but chose not to act.

The public are over it. People no longer believe the economy doesn’t need managing, because the deregulation of the banking system has been an abject failure on both economic and moral grounds. Instead they ask: if governments can bail out the banks, why can’t they protect manufacturing, spend more on health, or invest in much-needed infrastructure?

And no one believes that “repairing” the budget is a priority because as soon as the Liberals won office on the back of a scare campaign about “budget emergencies,” they began spending like drunken sailors: on maternity leave for high-income earners, subsidies for new coalmines and enormous tax cuts for the big banks.

The 2019 federal election is where all these chickens come home to roost. Recent Coalition prime ministers may claim that their message didn’t “cut through,” but the reality is that voters just want them to cut the crap. The 2018 Victorian state election was proof that nothing is “broken” in Australian politics, and that it is not only possible, but also advantageous, for politicians to offer a reform agenda. In a complete repudiation of the “neoliberal common sense” that has long dominated Australian politics, the Victorian state government of Daniel Andrews promised to spend big on services and infrastructure, invest heavily in skills and education and fund large one-off investments by increasing public debt.

Andrews not only won in a landslide, but when the Labor and Liberal vote is combined there was no meaningful swing away from the major parties. Most disenchanted Liberal voters simply switched to the ALP; the vote for minor parties and independents rose by a mere 1.3 per cent. It’s not impossible to introduce reform in Australia, or to make people’s lives better. It’s just no longer possible to convince the population that the best way to improve their quality of life is by under-investing in infrastructure, or by cutting spending on essential services and cutting taxes for big business and high-income earners.

Simultaneously, the problems Australia now faces require more government involvement than the invisible hand of the market: climate change, infrastructure for crowded cities, affordable care for an ageing population, and fast internet for an increasingly connected world.

When it comes to policy-making, all political parties have enthusiastically embraced the end of neoliberalism. But when it comes to explaining their radical shift in appetite for government intervention, some parties are navigating the terrain better than others. The federal Coalition government is clearly struggling more than most. These former “free marketeers” are currently building the Snowy 2.0 and the NBN, both of which are publicly owned. They have introduced an expensive regulatory system for unions and charities. It turns out they are quite keen on “the dead hand of government” and “red tape and regulation” when they are in charge of picking what gets built and who gets regulated.

Prime Minister Scott Morrison agrees. When asked, back when he was treasurer, if he was “pro-market” or a “government interventionist,” he replied: “I think those boxes are dated and often built for a different economy. Of course I am pro-free market, every Australian treasurer should be … I have never felt intimidated by interests, orthodoxy or ideology.”

Yet there is no doubt that the neoliberal box has, for decades, been a significant obstacle to Australian premiers and prime ministers addressing community issues. It was a lot easier for politicians to blame “the market” for the rising costs of privatised services than fixing problems. Similarly, blaming credit-rating agencies and the need to be “globally competitive” for decisions to cut spending on health, education and infrastructure was a lot easier than admitting to voters that tax cuts for big business were simply a higher priority than increased spending on schools and hospitals.

But now that our prime minister and his party are proudly out of the neoliberal box – and no longer afraid of budget deficits – they need to find another explanation for choosing to subsidise coalmines but not dental care, and for why the nation can afford to spend $65 billion on tax cuts but not on better pay for child- and aged-care workers. So far they have struggled to do so.

And now that both major political parties agree we should subsidise industries we want to grow, regulate behaviour we want to stop, and collect tax from those who can afford it, for the first time in decades we can have an open and honest democratic debate about which industries we want to grow, which behaviour we want to stop and which groups can afford to pay more tax. Who’d have thought back in 2013 that the Liberal Party would soon be regulating executive pay and introducing a super-profits tax on the banks?

The problem with modern politics isn’t the abundance of new media; it’s the lack of new ideas. But the end of neoliberalism means that instead of having theoretical debates about the best way to grow a pie, we can finally have a democratic debate about what kind of pies we want our elected representatives to bake and whom we think should get the bigger slices. No one seeking elected office in Australia is suggesting that governments should, or could, do everything. But all political parties now admit that governments have a significant role to play in making our society strong and our natural environment healthy. The fact that different political parties can’t agree on precisely what those roles should be is not a problem; it’s the whole point of democracy. Politicians put options on the table, and we get to choose what we want from the menu they present. Democracy might not be orderly, but it’s not complicated.

Old parties and new policies

Now that the cloak of neoliberal excuses has been ripped off, each political party has developed different ways of explaining why it’s okay to help some civic groups and not others, and why it’s “economically important” to subsidise some industries but “inefficient and fiscally reckless” to subsidise others.

Some parties have found new stories easier than others. While in recent decades the ALP privatised, deregulated and cut taxes with gusto, it tended to promote such policies within a rhetorical framework that emphasised fairness and concern for the vulnerable. Regardless of Labor’s success in protecting the vulnerable from these experiments with neoliberalism, there is no doubt that the party has handled the pivot away from free-market fundamentalism much better than the Coalition.

Conversely, the Coalition also sought to justify its neoliberal policies in terms of fairness, but their version advocated “reward for effort” and “tough love.” With growing inequality and evidence that the best-paid bankers were rewarded for minuscule effort, the Coalition has found the move away from neoliberalism harder to manage, internally and with the public. Similarly, because the Liberal Party can only govern with the support of the National Party, and because the latter represents some of the lowest-income, most welfare-dependent electorates in the country, the Coalition has always had to tread a fine line between policy and rhetoric. Historically, National Party leaders like Tim Fischer and Warren Truss exchanged a low profile for large amounts of cash for their electorates. However, Barnaby Joyce’s approach was to flaunt his party’s power in securing, for example, the $5 billion Northern Australia Infrastructure Facility and the $10 billion inland rail line. While Joyce was successful in dragging a disproportionate amount of cash to his party’s electorates, his success played a role in the Liberal’s failure in seats like Malcolm Turnbull’s former seat of Wentworth. Inner-city Liberal voters take as much umbrage at the National Party’s social conservatism and fiscal selfishness as the inner-city Greens voters that National Party MPs love to goad.

The following sections look at how the demise of neoliberalism has reshaped the policy and politics of a wide range of issues across the Coalition, the ALP and the Greens. Much of the discussion focuses on the Coalition, simply because it has invested most in the ideology and coped worst with its demise, but even the Greens are battling to cope with the end of neoliberalism.

The Coalition

Foreign policy

Australia is the only country in the G20 with no adjoining neighbours. While there are plenty of island states in the world, Australia is the only one the size of a continent. Perhaps our geography, combined with our colonial history, explains our lack of interest in, and analysis of, our foreign policy.

One of the few areas that does attract political and public attention is foreign aid. It is no surprise that, for the past three decades, international aid was labelled “wasteful” and regarded as welfare for which some “mutual obligation” from our neighbours should be required. Arguably, no area of public spending has attracted more conservative ire. Being less generous to developing countries not only helped reduce the budget deficit (back when conservatives were concerned about this), but also allowed governments to claim that they were putting the interests of “ordinary Australians” or “working Australians” first, without risking losing votes from those who bore the brunt of the cuts.

In typical fashion, Tony Abbott took the domestic politicisation of foreign aid to extremes. In 2015, as prime minister, he announced plans to cut Australia’s foreign aid spending by $11 billion while standing next to the Vietnamese prime minister, Nguyễn Tấnen Tân Dũng. The setting was no accident or coincidence; on the contrary, it told Australian voters whose side he was on. Lest anyone miss his message, when Abbott was asked if he was embarrassed to announce a cut in aid in front of one of its recipients, he declared, “Obviously it’s important for all countries to ensure that their own domestic economic house is in order, because if you don’t have your domestic economic house in order, it’s very difficult to be a good friend and neighbour abroad.” He went on: “The objective of aid is not to create a relationship of permanent dependency, the objective of aid is to ensure that countries are helped to develop to the point where they don’t need aid any more.”

But just as choosing whether to fund a coalmine or a solar farm is complex and nuanced, so too is the decision to give foreign aid. While helping a country to “develop” sounds like a worthy goal, many aspects of this involve subjective judgments: on what kind of development is best, and which countries are most in need.

In 2014 the Abbott government announced the largest-ever cut to Australia’s aid budget. The then treasurer, Joe Hockey, said that the $3.7 billion reduction would offset new commitments to defence and national security. But although this might have played well to conservative voters, it turned out to be an expensive and ineffective change in foreign policy that directly harmed national security. It has recently become clear that Australia’s decrease in aid to our Pacific neighbours has created room for emerging powers like China to expand their diplomatic influence in our diplomatic backyard at minimal cost. And because China is now increasing assistance to countries like Vanuatu and Papua New Guinea, Australia has had to step up both its aid and defence spending in the same countries it recently abandoned.

Neoliberalism’s championing of self-reliance and self-funding prevented successive governments from seeing that Australia’s self-interest was quite distinct from the short-term savings reaped from big cuts to our small aid budget. Helping some of the world’s poorest countries to improve their health and education is a desirable goal in itself, but such “generosity” can also simultaneously not only improve peace, security and trade in our region, but also help a middle power like Australia punch above its weight globally. Or not. Managed poorly, small amounts of aid can actually harm our diplomatic standing. Who can forget Environment Minister Melissa Price, when approached at a Canberra restaurant by former Kiribati president A note Tong, allegedly saying, “I know why you are here, it’s for the cash. For the Pacific, it’s always about the cash. I have my cheque book here, how much do you want?”

Neoliberalism has trained many Australians to see foreign aid as “sit-down money.” It has also led our politicians to insult other countries for domestic political gain, and has allowed other countries to harness diplomatic support for their agendas under Australia’s nose. Although it will take decades for Australia to recover the diplomatic ground it has lost in the Pacific, one thing can be said with certainty: this year, no party will be promising big cuts to aid.

Corruption

Is cracking down on corruption a progressive or a conservative thing to do? While it seems consistent with the pursuit of “law and order” in so much of the Coalition’s policies and political messaging, the creation of a corruption watchdog with broad powers appears to be a bridge too far.

Given neoliberalism’s hatred of wasteful spending, it would be reasonable to assume that the Coalition, a party previously defined by its pursuit of small government, would see the creation of a federal anti-corruption body as a good way to ensure that policy was always in the national interest and never tilted off-course by graft, kickbacks or old boys’ clubs. But despite every state having a dedicated watchdog, and the fact that the ALP, the Greens, most of the crossbench, a large number of judges and most of the public are calling for one, the federal Coalition remained implacably opposed … until it lost its majority in the House of Representatives after the Wentworth by-election.

Remarkably, one of its central arguments had been that here were already thirteen agencies with a role to play in detecting and preventing misconduct. The existence of so many regulatory bodies is, of course, neither proof that no corruption exists nor that reform and simplification are not required. Further, while the existence of so many agencies with a partial corruption-fighting role might, to an advocate of small government, seem like an opportunity to streamline the system, the Abbott, Turnbull and Morrison governments have all used this sprawling bureaucratic network as a justification for inaction rather than reform.

And then there’s the economy. Corruption is widely believed by economists, lawyers and business leaders around the world to be “bad for the economy.” According to the International Monetary Fund (IMF), not usually known for its support for government intervention, “Tackling corruption is vital for sustaining economic stability, promoting inclusive growth, and maintaining security in society and certainty in the market.” Similarly, the well-known leftists at the World Bank have argued, “Corruption impedes investment, with consequent effects on growth and jobs. Countries capable of confronting corruption use their human and financial resources more efficiently, attract more investment, and grow more rapidly.” Yet, despite the centrality of “jobs and growth” to the Coalition’s agenda, and its willingness to spend tens of billions on company tax cuts to attract foreign investment, it has shown little interest in heeding the advice of some of the most pro free-market and free-trade advisers in the world.

Corruption is a big problem in Australia. In recent decades, companies owned by the Reserve Bank have been involved in bribing foreign officials, as have staff at the Australian Wheat Board, and a deputy commissioner of the Australian Tax Office was charged in relation to a $130 million fraud. Federal politicians, their staff and senior federal public servants often find lucrative jobs as lobbyists after they cease their period of “public service,” and indeed some politicians – like the former minister for small business Bruce Billson – have even started this work before leaving parliament. Obviously not all those who move from public service to private lobbying are corrupt, but it is clear that the private sector believes that the ability to help a company navigate the decision-making processes of a political party is worth millions of dollars. If these processes were transparent and in the national interest, the ability to open doors would not be valued so highly by the private sector.

In neoclassical economic theory – often favoured by neoliberal politicians – the most profitable industries have the biggest “barriers to entry,” and the least profitable businesses face lots of competition from new entrants. But the BRW “Rich List” and the Australian Stock Exchange tell us that the best ways to make a fortune in Australia include property development, mining and the provision of financial services. Intriguingly, all of these industries rely heavily on the discretionary powers of politicians and public servants. The ability to get land re-zoned or a mine approved is one of the most valuable “skills” in Australia. And as the banking royal commission has shown, the reluctance of financial regulators to prevent fraud and theft has played a significant role in the enormous profits earned by Australian financial institutions. Indeed, revelations at the royal commission led to a reduction in the share market valuation of AMP of more than 40 per cent. Put another way, investors no longer believe that AMP will be as capable of charging the dead, disadvantaged or illiterate the exorbitant fees it did before the royal commission, and in turn they now believe AMP will make a lot less money. Why the royal commission was able to uncover crime and misconduct but ASIC and APRA weren’t could be an interesting question for a federal corruption watchdog to answer.

Significantly, many of those who are adamant that no federal corruption watchdog is needed vehemently argued that a royal commission into the banking and financial services sector was unnecessary.

Climate change

The Coalition’s approach to climate change has greatly harmed its economic credibility. Its dog-whistle denial of climate science has set it at odds not just with the scientific community, but with formerly conservative voters who see support for science as fundamental to the pursuit of progress. And because climate change is global, the Coalition’s determination to subsidise new coalmines while repudiating attempts to reduce emissions has come to define our foreign policy.

And for what? As Margaret Thatcher, Angela Merkel and Arnold Schwarzenegger have demonstrated, accepting climate change does not mean rejecting free markets. Even Tony Abbott once supported both emissions trading and the introduction of a carbon tax. Well before he declared that climate change was “crap,” he admitted to being “a bit of a weather vane” on the issue.

Neoclassical economic theory has no problem with policies designed to reduce pollution but, because of crony capitalism and craven politicking, the Coalition can’t abide the simple policy options that the economics textbooks provide. Asbestos is so dangerous we banned its mining, use and importation. Leaf blowers are not annoying enough, apparently, to ban, but local councils do restrict the hours in which they can be used. Tobacco is so deadly that a wide range of regulations and taxes have been created to limit its consumption and the exposure of non-smokers to its fumes. And alcohol can so greatly impair our capacity to handle an automobile that we imprison those who drink and drive. We know how to reduce harm.

There is no doubt that lifting restrictions on asbestos mining would create jobs in asbestos mining. Nor that removing limits on alcohol sales and penalties for drink-driving would increase employment in bottle shops and hospital emergency wards. But, unsurprisingly, politicians rarely peddle the idea that harming ourselves is “good for the economy” and “creates jobs.” Except when it comes to climate change.

The economics of tackling climate change are surprisingly simple, but the domestic politics of doing so are tricky. And no political party has been crushed harder than the Coalition between the neoliberal rock of market-based solutions to emission reductions and the political hard place of the fossil-fuel industry’s greed.

If the Coalition were truly neoliberal, it would use the desire to tackle climate change to drive its agenda of tax cuts for big business and high-income earners. Either a simple carbon tax or a complicated emissions trading scheme could raise tens of billions of dollars per year, which could then be used to lower tax rates for companies and individuals. If Malcolm Turnbull could have got such a neoliberal measure through his own party room, he’d likely still be prime minister and renowned as a great reformer.

But the Coalition is not just uninterested in avoiding climate change; in recent years, it seems to have become unashamedly determined to cause it. The party even opposes fuel-efficiency standards for new cars on the basis that policy measures to reduce fuel consumption are a form of “carbon tax on cars.” The diesel fuel rebate scheme, in which business owners pay less for diesel than ordinary citizens, acts as a $7 billion subsidy per year, the majority of which goes to the mining industry.

The Coalition’s willingness to heavily subsidise a product that not only causes pollution but increases the budget deficit is proof that neoliberalism has no real power over the party’s policies.

Energy

The privatisation and “deregulation” of Australia’s electricity industry has been an unmitigated disaster. The monopoly enjoyed by electricity retailers has done far more to push up prices than the renewable power that attracts so much scrutiny. According to the ACCC, climate policies account for just 20 per cent of the increase in the electricity price over the past ten years.

Just as banks, superannuation funds and mobile phone companies make a fortune by confusing the bejesus out of customers before they choose a product or plan, so too have electricity companies refined the art of the voluntary price gouge. According to its own annual report, AGL, the largest electricity retailer in Australia, spends an average of $100 per year to “acquire and retain” each customer and makes a margin of around $500 per customer. Given that a typical annual electricity bill is only around $1800 it’s obvious what the source of the electricity retailers profits is.

The costs of workers’ wages, carbon taxes and investment in renewable energy are frequently cited as reasons for high electricity prices, but there is a strategic silence about the role of profit increases. Put simply, while wage hikes are often blamed for inflation, profit increases are usually described positively even though the impact on prices is identical.

The Coalition’s proposed solution to price gouging by energy retailers is, perhaps, the strongest piece of evidence that neoliberalism is dead. Having admitted that the privatisation and deregulation of the industry has done a much better job of concentrating the wealth of private owners than it has of reducing electricity prices, the Coalition is now proposing a “big stick” in the form of legislation to provide the Treasurer with the ability to break up electricity retailers who he believes are price gouging. In the words of Minister for Energy Angus Taylor: “As a Liberal, I am not a strong believer in heavy-handed government intervention. It would be marvellous if we could fix the problems by leaving the industry alone. But we are well past that point.”

And in the words of the Australian Financial Review’s Matthew Stevens:


That a powerful cohort of Australian business lobbies has called on the federal government to abandon its sinister quest to secure divestment powers that target the electricity industry stands another critical preelection tipping point for the Morrison government.

Ladies and gentlemen, enough is enough. Scott Morrison’s trite and destructive fatwa on big business has to stop and so should this conservative government’s relentless drift to the dirigiste [government control over the economy].

The move to invest the Federal Treasurer with the powers to order divestment and make other direct interventions in the way any particular power company might acquire and use electricity has now inspired collective outrage across a community of peak industry councils whose members include energy producers, distributors and industrial customers big and small.



While the schism between the formerly neoliberal Liberal Party and the significantly more neoliberal Australian Financial Review is a sign of the times, it is also worth noting that the AFR was far less outraged by the Queensland government’s “dirigisme” in providing free coal, free water and subsidised loans to Adani for its Carmichael coalmine.

The budget emergency

The clearest evidence that the Coalition has abandoned the neoliberalism that has defined it for twenty years is its lack of concern about balancing the budget. The determination to press ahead with company tax cuts worth $65 billion after five successive budget deficits represented the removal of the final fig leaf of fiscal conservatism.

Historically, the Coalition has been adamant that “paying back Labor’s debt” was an economic, and even a moral, priority. In 2013, Tony Abbott told voters, “A [Labor] government which is borrowing $100 million every single day is taking away $100 million that would otherwise be available to small business and that’s hurting every family’s budget.” But since 2013 the Coalition has borrowed an average of – you guessed it – $100 million per day. In fact, in that time the government has more than doubled Commonwealth debt, from $174.6 billion in September 2013 to $354.5 billion in October 2018.

While the Coalition’s preference for delivering expensive tax cuts over budget surpluses has surprised many, such priorities are consistent with the party’s past decisions. In the early 2000s, for example, John Howard and Peter Costello introduced generous tax cuts that would ensure large budget deficits for future governments to explain. The only difference between the Howard government’s profligacy and more recent Liberal governments is that the former was savvy enough to introduce permanent tax cuts at a time of temporary budget surplus. Of course, this in no way diminishes the long-term budgetary consequences of the Howard–Costello populism, but in the short term it allowed the Liberals to maintain their reputation as uniquely qualified to manage the budget. However, the last five years of Coalition extravagance has all but erased this perception.

Labor

Whereas Kevin Rudd sought election on the basis that he was more financially conservative than John Howard, Bill Shorten’s approach to fiscal policy is arguably the most progressive of any major party leader since Gough Whitlam.

During his 2007 campaign, Rudd spelt out his vision for future budgets:


If elected, the government I will lead will be grounded in the discipline of not spending more than we earn. We will maintain a budget surplus on average over the economic cycle. We will also not increase taxation as a proportion of gross domestic product.

That’s why Labor has already identified $3 billion in savings over the forward estimates to help fund our future priorities … Equally we must remain committed to keeping taxes low. It’s important for working families hit hard by the cost of mortgage repayments, food prices, petrol, education and childcare. It’s also crucially important for our businesses competing on the world stage.



Eleven years and six prime ministers later, Shorten’s 2018 budget reply speech struck quite a different chord:


My fellow Australians, I’m here to outline Labor’s plan to bring the Fair Go back into the heart of our nation.



• A plan to properly fund health and education

• A plan to boost your wages

• And a plan for real tax cuts to help you with your family budget


It’s a plan we can afford, because we’re not going to spend $80 billion of tax expenditure on big business and the big banks …

We can afford to cut the taxes of 10 million Australians, without cutting services, because unlike the Liberals, we’re not wasting $80 billion on a discredited corporate tax giveaway to the top end of town.

Labor’s plans mean we can deliver a winning trifecta in government:



• A genuine tax cut for middle and working class Australians

• Proper funding for hospitals, schools and the safety net

• And paying back more of Australia’s national debt, faster.

Labor is able to offer the seemingly impossible trifecta of income tax cuts, increased public spending and bigger budget surpluses because it is planning to increase revenue by closing tax loopholes, rather than by raising income-tax rates. Because these loopholes deliver tens of billions of dollars per year to Australia’s highest-income earners, it can justify its revenue agenda on grounds of fairness and simplicity. It can also propose such reforms because most of the voters who will lose money from them live in Coalition electorates that are unlikely to swing to the ALP.

Good policy, they say, leads to good politics. Economists have been urging governments to simplify the tax system for decades. Bill Shorten has embraced that advice and turned it into a revenue war chest. Let’s take a look at some of the tax proposals.

Tax concessions for superannuation now cost over $46 billion per year, and will soon be more expensive than providing the age pension. After decades of denial, both major parties have now agreed that the generosity of the system needs to be reined in. However, although the Coalition has tried to argue that its tinkering with tax concessions for super has been more successful than Labor’s tinkering, there is little room for political combat here as both sides accept the need to collect more revenue from under-taxed millionaire retirees. The squabbling is simply over the details.

Negative gearing is a longstanding feature of most Western tax systems, including Australia’s, but when then treasurer Peter Costello introduced a 50 per cent capital gains tax “discount” in 1999, he tilted both the housing market and the tax system heavily in favour of landlords over first-home buyers. While the benefits of negative gearing have been widely discussed, it is rarely pointed out that you can only negatively gear a property if you are making a loss. And making a loss is a bad way to get rich – except when your losses allow you to avoid income tax in the short term, and the capital gains tax discount means you can avoid paying tax in the long run as well.

Until Costello introduced the capital gains tax discount, the number of people losing money on housing investment properties used to be about the same as those making money on them. As a result, the cost to the Commonwealth budget of negative gearing was around zero.

Think of it this way: most people used to lose money when they first bought an investment property but over time, as they paid down some of the debt and inflation gave them higher rental incomes, they eventually made a (taxable) profit. But since Costello introduced his CGT discount, the “smart money” bid up the price of houses beyond their capacity to generate a rental profit in the hope that the low-tax capital gains made the whole venture worthwhile eventually. The annual cost to the national budget of negative gearing has now blown out from around zero to $1.6 billion per year. And the capital gains tax concessions now cost a further $3.7 billion per year on investment housing or over $11 billion all up. The ALP is proposing to rein in both.

There is also the issue of cash refunds for dividend imputation credits. Few non-retirees understand that, thanks to changes introduced by Costello in 2000, it is now possible to pay negative income tax in Australia. A good accountant can ensure that a retiree with a million dollars in super can simultaneously draw a tax-free income and receive “tax refunds” for any tax paid by companies in which they own shares.

And so it is that the ALP has hit on the winning policy and political strategy of closing the tax loopholes that deliver so much money to the top 10 per cent of income earners while gaining so many votes from the other 90 per cent. There are even plenty of cashed-up retirees who are happy to vote to close the loopholes their accountants have shown them, if only because they see how impossible it will be for their kids or their grandkids to thrive in such an inequitable system.

While the influence of neoliberalism on the ALP has declined significantly in recent years, some core tenets remain embedded. For example, Labor is promising budget surpluses over the course of the business cycle when there is no economic imperative to do so, given our rapidly growing population, decades of underinvestment in infrastructure and around 700,000 unemployed people. Just as there is no reason for a company to repay a loan for a factory that would last for thirty years over the course of the business cycle, nor for a family to repay an investment in a house over the course of the business cycle, it is unnecessary for the government to repay in the next seven years or so the debts incurred from investing in infrastructure that will last for decades or even centuries.

The neoliberal belief that market forces are better at shaping systems than democratic ones is present in a wide range of other ALP policies. The Gillard government’s National Disability Insurance Scheme was designed on the principle that individual choice and market competition would deliver the best possible outcomes for disabled people. As is always the case with such government-created “markets,” the NDIS is a very mixed bag: it provides vocal and well-supported disabled people in major cities far greater flexibility and autonomy than was imaginable ten years ago, while simultaneously leaving those in small regional towns without access to basic necessities.

Similarly, the compulsory superannuation system – one of Labor’s proudest policy achievements – continues to act as an amplifier for income inequality. Despite evidence that “choice of fund” and “voluntary contributions” have failed to counteract high-income earners getting far more benefit from superannuation tax concessions than the lowest-income earners, the ALP remains committed to its hope that things might improve shortly. Only the shocking disparity between the benefits to men and women has done anything to force a debate about the merits of the system. But to date, that debate has not led to any significant change.

And then there is trade policy. The ALP recently decided to support the new Trans-Pacific Partnership (TPP-11), a so-called “free trade” agreement that will create further regulations in Australia on employment, the environment and investment. One of the most pernicious features of the TPP-11 is its Investor State Dispute Settlement provisions, which will allow foreign companies to sue the Australian government if any changes to our law lead to decreased profits. For example, an ISDS clause in a free trade agreement between Australia and Hong Kong allowed Philip Morris to seek compensation here (albeit unsuccessfully) for the introduction of plain packaging on cigarette packets. The TPP-11 will also make it easier for international companies operating in Australia to bring in workers from other countries without searching our labour market first, which in turn led a number of unions to demand changes to the TPP deal if the ALP wins the next election.

Few people would argue that markets and competition have no role to play in the provision of goods and services in Australia. On the other hand, few still believe that market outcomes inevitably improve the quality or price of any good or service. The debate within the ALP over trade policy shows that such discussions are becoming increasingly nuanced and allowing for grey areas, with questions like “What situations call for reliance on the market? When is it appropriate for the government to step in?” We are no longer trapped by the false binary of whether the market or the government should do everything (or nothing) that has wrecked political discourse for decades.

The Greens

The Greens are generally perceived to be to the left of the ALP and the Coalition on the Australian political spectrum, but such categorisation is simplistic and increasingly unhelpful. Not only are “leftness” and “rightness” difficult to define and measure, but there is a constituency of Liberal Party voters who, if forced to choose another party, would take the Greens over Labor. If voters choose parties closest to them on the left–right spectrum, then why would some Liberal voters prefer to jump all the way to the Greens and bypass the ALP?

Leaving definitions aside, the Greens generally advocate for a more radical redistribution of income, a larger public sector and greater protection for workers than either the ALP or the Coalition. But at times, like all political parties in Australia, the Greens have shown a policy preference for market forces over red tape and regulation.

The most obvious area in which the Greens draw from neoliberalism is their continuing support for an emissions trading scheme. Intriguingly, the “socialist” Greens have the strongest faith of all the Australian political parties that market forces can solve this complex global problem.

Many “free-market” mechanisms can play a role in reducing greenhouse gas emissions, such as removing subsidies for coal and diesel fuel, introducing a simple carbon tax, and forcing fossil-fuel companies to pay for the clean-up when their mines and power stations reach the end of their life. If banning new coalmines and coal-fired power stations can be thought of as “interventionist,” then emissions trading – the creation of a fixed number of tradable pollution licences that governments, polluters and speculators can buy and sell to each other – is well and truly at the neoliberal end of the policy spectrum.

While emissions trading was politically popular in the 1990s and early 2000s, recently it has been found wanting by environmentalists, economists and voters around the world. The complexity of accurately measuring emissions, combined with political pressure to give away “free permits,” has led to the creation of complicated schemes that have delivered large windfall profits to some polluters and only minimally reduced greenhouse gases. (That said, Australia’s trading scheme was successful in reducing emissions during its two years of life, although it is important to note that it operated as a “fixed-price emissions trading scheme” – which is economically indistinguishable from a carbon tax.)

In late 2018 the Greens announced their proposal to reintroduce the emissions trading scheme they had co-designed with Labor, and which was repealed by Tony Abbott. Surprisingly, the amendments the Greens are currently seeking to their original scheme would make the system more market-based and, in turn, more polluter-friendly. The changes included abolishing a fixed minimum carbon price, thereby allowing the market to set the price from the outset, and permitting international trade in carbon credits, which would enable Australian polluters to “import” credits from other countries instead of reducing emissions within our borders. While such an approach is consistent with other free-trade attempts to reduce global emissions, it is in stark contrast to calls by some on the left to use regulation and nationalisation to rapidly reduce Australia’s domestic emissions.

Although the Greens tend to advocate more strongly for higher taxes and increased public spending than Labor and the Coalition, this doesn’t mean they support all proposals by the major parties to collect more revenue. For example, when the Liberals decided not to contest the Batman by-election in 2017, the campaign effectively became a tightly fought battle between the ALP and the Greens to win over as many former Liberal voters as possible. During the campaign, Labor announced it would abolish the provision of cash refunds to investors who had “spare” dividend imputation credits, after data from the Australia Institute had shown that an overwhelming proportion of the $5 billion annual cost of the cash refunds went to the highest-income earners. In a surprise move that led many commentators to suggest the Greens were trying to appeal to higher-income retirees who might once have voted Liberal, Senator Richard Di Natale declared that he had a range of concerns with Labor’s proposals, stating, “I’m hearing from a lot of people that they are very concerned about what this change means from them … I’m hearing from people who might be on an annual income of $25,000 to $30,000, have a couple of shares and they might lose out of this change.” Although there are always losers when a new tax is introduced, there is also no doubt that Labor’s proposed reform would collect most of its revenue from those in the highest income bracket.

To be clear, the Greens are not a neoliberal party, despite their preference for emissions trading over regulation and carbon taxing, and their opposition to one of Labor’s revenue proposals. On the contrary, their preference for market-based mechanisms for climate policy is simply proof that all parties sometimes rely on market-based policies. The interesting question is why do some parties prefer market-based solutions for some problems and not others?

“The opposite of patriarchy is not matriarchy, but fraternity.” —Germaine Greer

The opposite of neoliberalism isn’t progressive economics or populist nationalism. The opposite of neoliberalism is democracy: the offering of a wide range of policy goals and policy mechanisms and a reliance on voters, not technocrats, to choose their preferred alternatives. There are countless alternatives to cutting taxes, cutting wages and cutting the size of the public sector. Consider this. Nordic countries have high wages and high taxes in consistently strong economies and largely socially cohesive societies. High-wage and high-tax countries with big public sectors – such as Sweden, Norway, Germany and France – trade with low-wage countries like China, India and Vietnam all the time. Beijing is heavily populated with Volvos, Mercedes and Ikea stores. For twenty years Australians were told that we needed to privatise, deregulate and lower wages to compete with China. Unfortunately for the Liberal Party, the number of Australians who still believe this lie is falling as fast as the number of climate sceptics.

Australia is one of the richest countries in the world. While our population is tiny by global standards, our economy is among the biggest. Needless to say, this means we are also one of the heaviest greenhouse gas producers, ranking fifteenth in the world and number one in terms of exporting liquid natural gas and number two in exporting coal. (According to accounting conventions, the fossil fuels we export do not count towards our national emissions.) Many conservatives argue that Australia can’t make a difference to a global problem like climate change, but they fail to apply such pessimism to our involvement in foreign wars or defence spending, in which Australia punches above its weight and is ranked twelfth in the world.

Australians are often told that we need to invest more in our athletes so that we are “competitive” at the Olympics, yet we are also told that it is necessary to cut funding for scientific research or schools to make our economy “competitive.” It is entirely unclear just how we can be sure that additional money for athletes will pay dividends but additional money for scientific research will not. Neoliberalism’s public death means that Australians are gradually realising that we do have choices. The choices might not be simple, but our decisions will make a difference.

Paul Keating said that when you change the government, you change the country, a sentiment repeated by John Howard. The Liberal Party begins its campaign for the 2019 election promising to subsidise new coalmines and coal-fired power stations, while the ALP has vowed to subsidise renewable energy and battery storage. Both major parties now agree that subsidies can be an effective tool in shaping our economy and society, and they are presenting voters with clear options: more coal or more renewables.

Parliaments are imperfect, but they are good at answering binary questions about whether we want more or less of something. If we want to discourage smoking, we introduce taxes to make cigarettes more expensive and regulations to make them harder to buy. If we want to encourage childhood vaccinations, we introduce subsidies to make them cheaper (or free) and regulations to make it difficult for parents to access preschool care if they refuse to vaccinate their kids. If we want to reduce income inequality, we simply need to collect more tax from those with the most, spend more money on those with the least, and change workplace rules to help those who have the least bargaining power gain the kind of wage growth the CEOs have given to themselves. And if we want to reduce greenhouse gas emissions – even though that’s a big if for some – we need to tax the sources of fuel that produce the greatest emissions, subsidise research into zero-emission technologies and install them, and use regulations to encourage building, transport and food choices that curb emissions.

Though parliaments, and the public, might struggle with technical debates about whether an emissions trading scheme is superior to an emissions intensity scheme (I’d prefer a simple carbon tax over either), parliamentary democracy was created to engage the public in big questions about the economy and society. Now more than ever, the choices made by our parliaments will have an impact on our future, both domestically and globally. In Australia, we are lucky to have alternatives. And we are fortunate that, finally, our political parties are presenting them so starkly.

Choose well.
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