CHAPTER 21

Economic policy and Australian state building: from
labourist-protectionism to globalisation

Christopher Lloyd

ORIGINS AND COMPARATIVE SIGNIFICANCE OF THE
EMERGING AUSTRALIAN STATE

The emergence and development of the Australian state and economy
from the initial precarious penal colonisation of New South Wales (NSW/)
in 1788 must be understood within the context of British imperialism and
the world economy of the nineteenth century. The early economic devel-
opment depended to a large degree upon state direction of investment,
labour and land use. Early political/administrative struggles concerned the
control and alienation of land, access to foreign currency in order to import
luxuries and control of the convict labour supply.” The lands of Aboriginal
inhabitants were simply expropriated by the crown under the legal fiction
of terra nullius. A free, proto-capitalist economy soon burgeoned within
the imperial framework, especially after a couple of decades of uncertainty.
Unlike almost all other parts of what became the industrialised world of
the early to mid-twentieth century, and in comparison with other for-
mer settler colonies in the Americas, Australia was founded within and
was an integral part of the world economy from the very beginning. The
Australian colonies and later the independent federated Australian Com-
monwealth owed their existence, their character and their development to
these overlapping forces. There was no other background or significant pole
of attraction or alternative developmental trajectory possible. Australia was
born as a modern component or offshoot of the British state and developed
in such a way that no pre-capitalist or anti-modern forces were permitted
to influence significantly the infant society. No peasantry or aristocracy im-
peded the accumulation of rural and urban capital. In the beginning the idea
was to subjugate, develop and civilise the alien land and so the concept of a
physical alteration process has been a central component of nation building.
Subjugation was not just environmental but also of the native people. That
the Aborigines have survived to the extent they have, in order to reassert
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ancestral land and cultural rights and become a potent political and cultural
force within a new era of nation building or national reorientation from
the late twentieth century, is one testament to the failure of a certain form
of exclusiveness that was central to the national project until the 1960s.

When Britain emerged from the Napoleonic Wars as a more politically,
militarily and economically powerful nation but even more riven by unrest,
Australia became a much more valuable possession, full of political useful-
ness and potential and actual wealth. Thus from about 1815 the real story
of the Australian state and economic development began. The two neces-
sities of exiling politically and socially dangerous convicts from all parts of
the empire and of finding raw materials formed the dynamic of Australia’s
early history. By the 1830s Australia had become of major significance to
Britain in both penal and economic senses. The actuality and potential of
the pastoral wool industry had seized the imagination of metropole and
colony, sparking a major free immigration surge and speculative bubble in
the late 1830s and a rapid expansion of settlers into the hinterland, with
- consequent wholesale violent dispossession and partial eradication of the
Aborigines.*

Ideas of liberalism, democracy and socialism took root at the very eatly
stage of the second half of the nineteenth century in Australia but racial and
cultural exclusion was also central. Nationalism in the sense of the estab-
lishment of a genuinely independent political entity was underdeveloped
until much later. By the late nineteenth century, well before anywhere else,
a special form of ‘primitive’ social democracy, in combination with liber-
alism, came to pervade the entire interconnection between capital, labour,
culture and the state. Instead of the class exclusion of the Old World, this
new world’s dominant ideology attempted to deliver class inclusion while
being racially exclusive. And quite unlike the United States experiment
in supposedly class-less democracy, this attempt to create a new kind of
democratic society around the turn of the nineteenth century was centred
on the essential role of the regulatory state. What has recently been called
the Australian ‘compromise’ or ‘settlement’,? in which the state was so cen-
tral, emerged from the experience of a century of development up to the
late nineteenth century and became a nation-building ideology and project
in the early twentieth. From the late 1960s and early 1970s, however, the
robustness and adaptiveness of the structure to rapidly altering external
and internal environments became a major issue facing the political pro-
cess and its state actors. Since then there has been a rapid and relatively
peaceful move towards racial inclusion, although not yet fully achieved,
and economic openness.



406 CHRISTOPHER LLOYD

The very early and relatively successful economic and political devel-
opment of Australia, compared with Latin American and African settler
societies, and the tropical colonial regions, and compared also in certain
crucial ways with Europe and the United States,* and the comparatively
very successful achievement of a peaceful multicultural society in the late
twentieth century, were the result of the interconnections of local, impe-
rial and world cultural and economic legacies as well as local political and
social struggles of a much more contingent kind.’ In particular, full sig-
nificance must be accorded to the importance of mercantile capital, repre-
sentative democracy, organised labour, the protectionist class compromise,
and the cornucopia of mineral and agricultural exports that underpinned
the continuing relative prosperity. But the legacy of violent Aboriginal dis-
possession, partial extermination and exclusion, which freed the land for
settlement and exploitation, remains the darkest legacy of this comparative

SUCCess. 6

THE DEBATE ABOUT THE AUSTRALIAN LABOURIST STATE

While the concept of a ‘settlement’ or ‘compromise’ between capital and
labour via state intermediation has its limitations, it is a convenient way
into examining Australia’s historical political economy and nation build-
ing. The essence of the compact was that workers, employers (especially
manufacturers), middle-class professionals and the British culture and way
of life would be protected from competition and erosion in the interest of
retaining and building a prosperous, harmonious society of relative class in-
clusion that liberals believed was the triumph of the post-convict era. Con-
tributing ideological elements to the compromise were British Chartism
and Philosophic Radicalism, Fabian Socialism, Liberalism and an emerg-
ing form of half-hearted Australian nationalism. Nowhere else in the world
was there such an apparent compromise by that time. It can be described
as ‘labourist-protectionism’ in the sense that both organised labour and
elements of capital reached a high degree of influence and integration with
the state from the earliest decades of the twentieth century such that it
benefited greatly those within the protected compromise, especially (male)
trade union members, manufacturing firms, state enterprises, certain pro-
fessional groups and the necessary bureaucracies. Later the compromise
was joined by family farmers. To call the arrangement ‘state socialist’, as
some commentators did at the time, is to overstate the significance of state
ownership and control of the economy. To call it ‘social democracy’ would
be better but there were significant essential elements of democracy missing
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compared with the final expression of the arrangement under the Whitlam
government of the early 1970s and essential elements of social inclusion
were missing compared with Scandinavian post-war exemplars.

The arrangement was widely supported, especially while it delivered
profits and high wages, but did not include all interests or ideological
commitments. The dominant ideological commitment of organised labour
was a mission to civilise capitalism through redistribution and some state
ownership, rather than to undermine it. There was also always a minority
oppositional anti-capitalist left. Free trade interests, including pastoralists
and mining companies, were also marginalised. But they too found they
could live with it, especially after the formation of the Country Party in
1919. The compact survived the great crisis of the 1930s, thanks largely to the
Second World War, which rebuiltand reinforced the labourist-protectionist
commitments to egalitarianism and state centrism, but could not survive
the crisis of the 1970s and began to disintegrate. '

This way of seeing Australia is not without its difficulties or critics. Many
alternative proposals have been advanced for understanding Australia’s his-
torical political economy. Left critics have emphasised both the ‘capture’ of
the state by sectional interests of capital and the imperialist/world-economy
context of Australian capital, which stunted the development of a vigor-
ous national form of either capitalism or democratic socialism, so making
Australia akin to the Latin American form of dependency.” But dependency
theory fails to grasp the very real differences between the two zones. Liberal
parliamentary democracy took firm root in Australia from the nineteenth
century and industrial maturity with high living standards were reached
by the late 1950s. More pertinently, the concept of a ‘dominion’ form of
capitalism within the British empire has emphasised the special dependent,
semi-peripheral, but relatively advantageous relationship the white settler
societies had with the British core.! Some have also pointed out how the
labourists missed golden opportunities at various moments to make major,
even revolutionary, reforms to Australian economy and society and were in
factled by class traitors. Labour was never hegemonic. Industrial and polit-
ical labour were co-opted by the capitalist state and failed in their mission
to civilise capitalism, especially in comparison with the Scandinavians.? It
is argued that class inclusiveness was a sham that bought off the working
class. Others from a centre-left perspective have emphasised the positive
social democratic outcomes of egalitarianism, social justice and prosperity
with low levels of bureaucratic regulation of social life resulting from the
‘compromise’ and have drawn positive comparisons with southern South

America and the US.™®
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Economic analysts and neo-liberal critics have pointed out what they
see as the deleterious long-run economic consequences of the labourist-
protectionist consensus. Their view is that Australia’s long-run performance
was poor; for example, the fifty years of relative economic stagnation be-
tween 1890 and 1940 was a consequence of the failure to encourage a vig-
orous national capitalism through an international free-trade framework,™"
and the protectionism and immigration restriction of the post-war decades
were the ‘Rip van Winkle’ years. According to public choice theory,™ the
state was too central, having been captured by sectional, redistributive in-
terests rather than growth-oriented interests. Similarly, the critical designa-
tion of ‘colonial socialism™ as the close, often monopolistic ‘partnership’
between private business and government, which had roots back to the
foundation in 1788, which was then acquiesced in by organised labour,
pointed to the power of monopoly as a brake on growth. Sectional capital-
ist and labourist interests could use the state for private benefit as long as
the costs were shared widely.

Thus there has been a vigorous debate in recent decades about the costs
and benefits of the labourist-protectionist state and the theorists and critics
are certainly right to try to understand the particular institutional devel-
opments and policy choices. While it’s unavoidable to reinterpret history
to some extent from the standpoint of the present and the long-run out-
come, are backward-looking criticisms of the policy choices made at certain
contingent moments sometimes too filled with hindsight derived from the
new theoretical standpoint? Some such politically motivated criticisms are
aimed at shoring up ideological commitments in the present and are not
sufficiently historical, failing to see the complexities of the forces at work as
well as the contingencies and constraints on decisions and outcomes. For
example, the recent neo-liberal critique of the labourist-protectionist set-
tlement tends to deny the historical contingency and balance of forces
that produced and sustained that structure of regulation at particular
moments.

Taking a more complex historical and realist view, we should stress the
interconnections between natural conditions and socio-economic struc-
tures that have arisen and evolved slowly over time and which set strong
inherited frameworks and limits, on the one hand, and the development
and impact of social and political events, movements and decisions, on
the other. The deep structures of Australian history include the natural
environment as discovered, exploited and more or less humanised by Abo-
riginal and European occupiers. Included here are the Aboriginal inhabi-
tants who were comparatively poorly organised and easily dispossessed,
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the temperate climate and poor soils but vast open landscape, lack of na-
tive domesticates, the huge distances within and without, which restricted
trade and immigration, the limited water supplies (natural and corralled),
and abundant mineral discoveries. Such an environment, within a world-
economy nineteenth-century context, called forth a rapacious capitalist
response. The prison-state foundation and the convict egalitarian legacy,
combined with the refracted British inheritance of ideologies, cultures and
institutions, particulatly liberalism and later socialism, and the context of
world capitalism with its insatiable appetite for raw materials and prof-
itable investments, were all relevant. The interconnections between these
deep structures and local social classes, politics and ideologies produced the
peculiar Australian outcome at the beginning of the twentieth century. The
entrenchment of liberal democracy in the 1860s with a high degree of afflu-
ence was always going to open government to social and economic interests
wanting to influence the state. Underpinning it all was the cornucopia of
exports that were extracted efficiently from the land. The capitalist rural
subjugation and exploitation process produced the necessary foundation
for the success and persistence of the protected coalition in the commercial
cities.

Therefore, the idea that an inappropriate settlement or compromise
emerged around the turn of the century and that there really were genuine
alternative paths downplays too far the central role of the state from the
beginning and the structural imperative, in a path-dependent sense, of that
role continuing in a socially and culturally homogeneous settler society that
was strongly influenced by liberalism and chartism and which could not
have industrialised without some form of protection. Neither capital nor
labour was hegemonic and consequently a special form of social democratic
settler capitalism came into being in Australia that was something of an
institutional laboratory as well as becoming increasingly ossified until the
‘revolution’ of the early 1970s" paved the way for the eventual radical
reconstruction of the 1980s and 1990s.

FOUNDATIONS OF THE AUSTRALIAN STATE—CAPITAL-LABOUR
COMPROMISE

Thus to see the economic and political context for the origins of the
labourist-protectionist compromise we need to go back briefly to the 1820s,
to the sudden irruption into consciousness and practical consideration
of the capitalist possibilities inherent in the new continent. The expan-
sion of pastoralism and the widespread phenomenon of uncontrolled land
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squatting, with the resulting emergence of a new economic and politi-
cal class in south-eastern Australia (the ‘squattocracy’, although this came
to mean all large pastoral land occupiers whether legally entitled or not),
and the near failure of the Swan River colony (1829) in Western Australia
(WA), gave rise to a struggle over land, capital, social ideology and politi-
cal power that lasted until the 1870s. The influence in the 1830s of liberal
theories of ordered, state-controlled colonisation, especially Wakefield’s,”®
the ending of the importations of semi-servile convict labour to NSW
in the early 1840s with the subsequent almost complete reliance on free
wage labour, except in Van Diemen’s Land (later named Tasmania),” the
collapse of the first wool boom and severe depression of the early 1840s,
and the gold rushes of the 1850s, all combined to tip the balance of power
away from atavistic landed oligarchs in favour of urban mercantile cap-
ital and urban liberal democratic reformers.”® Land reform was largely
successful by the 1880s.” The agrarian/political question was thus more
ot less resolved in the period from 1840 to 1880 against the squattocracy
and in favour of closer settlement of family farmers and urban indus-
trial liberal and working-class interests. The particular outcome varied
from colony to colony, depending largely on the physical environment
and consequent form of agriculture and population distribution. Booming
exports of raw materials such as gold, wool, wheat and later base met-
als, meat and dairy products, the development of family arable farming,
aided by extensive government railway building, and rapid immigration
with urbanisation and associated manufacturing, transformed the colo-
nial societies by the 1880s into the world’s most prosperous and urbanised
region.

The struggle over land was closely related to the struggles for politi-
cal enfranchisement and for employment of the displaced population of
erstwhile miners once the alluvial gold began to run out by about 1860.
In actuality, the struggles for democratisation of representation and access
to land were remarkably peaceful by the standards of Europe and South
America. In terms of formal universal male suffrage (and later female suf-
frage in all colonies by the 1890s) and parliamentary representation, no
violent upheaval was required to secure the vote, except for the relatively
minor clash at Eureka, Victoria, in 1854 over the issues of taxation and
control of miners, political representation and republicanism.>°

The issue of post-gold-rush employment was particularly acute in the
colony of Victoria (separated from NSW in 1851), the largest centre of gold
mining and suffering the largest subsequent fall in production and mining
employment.? At the same time Victorians, like the rest of Australians, had
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seen their average incomes rise to be among the highest in the world with
an associated massive thirst for imported manufactured goods. Domestic
manufacturing was thus seen as the solution to unemploymentand political
pressure. Import duties were the means to achieve that and also provide the
government revenue with which to service the growing external borrowings
to build railways and provide the urban infrastructure desired by the rising,
affluent, voting, middle and working classes, and to pay large numbers of
immigrants to bring their labour power to the ‘working-man’s paradise’ of
the south. Economic and social policy thus converged on protectionism,
especially in Victoria, which soon became the most important manufac-
turing colony.?* Other colonies, except NSW, were also protectionist to
varying degrees. NSW remained free trade, largely due to the influence of
the pastoral interest and because of the large reservoir of saleable arable
crown land for government revenue. NSW was thus one of the few parts
of the mdustnahsmg world in the late mneteenth century not to resort to
protection or to increase it.

The desired social outcomes — economic and social diversification, social
harmony, population growth and general prosperity — could be achieved
while the raw materials were exported, import-replacing industry was fos-
tered, the economy grew, and the capital and migrants flowed in. And
economic growth enabled the organised working class in the strategic sites
of shearing sheds, mines, wharves and ships to enforce the closed shop and
redistribute some of the excess profits generated by the long commodi-
ties boom. Significant numbers of real estate speculators also thought they
could get significantly rich very quickly on the back of the boom that cul-
minated in the late 1880s from the aforementioned combination.”? But of
course it all turned sour in the early 1890s as the economy crashed into
a severe depression upon the spark of the Barings crisis. Unemployment
approached 25 per cent and at the bottom of the crisis in 1893 a generalised
banking failure wiped out the entire savings of most of the population.**
The shock of the depression and banking failure in a country grown used
to great prosperity and confidence was profound. New institution building
was the main long-term outcome.

The trade unions of Australia believed they could hold the line in their
hitherto increasingly successful campaign for recognition of collective bar-
gaining against the radically altered labour market conditions of the early
1890s. They learnt many bitter lessons in the years 1890 to 1894 and paid
dearly for their adherence to collectivism and radicalism in the face of con-
certed onslaughts. The colonial governments also adhered to the interests
of capital and individual work contracts. Democracy in the formal sense
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of universal voting (for men at least) for parliamentary representation had
long since been achieved. While everywhere the unionists were defeated,”
since they did have the vote a potent weapon remained in their hands if
they could but manage to wield it collectively. They began to do so as early
as 1891 when nascent labour parties began to contest elections. The effect
was an immediate sea change in the political landscape. The labour parties
developed during the course of the decade to greatly influence the colonial
parliaments as unified groupings that followed coherent ideologies and en-
forced party discipline. Modern party politics was thus born in Australia
in the 1890s and entered the newly federated Commonwealth of Australia
as an institutionalised three-party system — Labour, Protectionists and Free
Traders.?°

Federation itself was another institutional outcome of the 1890s upheaval.
Federal talk began in the 1880s under the impetus of economic arguments
for customs unification, communications and transport harmonisation,
political arguments by capitalists needing to oppose organised labour, cul-
tural arguments regarding ethnicity and immigration, and defence impera-
tives. Strong and determined political leaders from the colonial parliaments
took the lead and persuaded the people within a few years to vote for a
federation loosely modelled on the American structure whereby states re-
tained a high degree of sovereignty. A group of hard-working enthusiastic
visionaries, such as could be found in any voluntary movement, tirelessly
persuaded the populace that this was the right thing at the right time and
that they should turn out and vote for it. They did so with narrow majori-
ties in all colonies. Here was an example of a completely modern political
process.?”

The national sentiment that helped give rise to federation was not rad-
ical republican nationalism of American or Irish sorts although there was
a republican current. Rather it was predominantly a nationalism of racial
and cultural feeling about Britishness, egalitarianism and democratic social
solidarity among the majority rural and urban working population. There
was a widespread distrust of rather than hope for genuine independence.
Perhaps never before or since has a set of erstwhile colonies exhibited such
reluctance to demand and grasp real independence. Genuine political in-
dependence (if there could be such a thing in an integrating world) 2 /a
the United States was the dream of only a radical minority. Feeling small
and isolated on the wrong side of the world, Australians rationally clung to
the military and economic benefits of close association with Britain. (That
the benefits of this association failed to materialise when sorely needed in
1941-2 was a great shock.)
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The third great institutional outcome of the 1890s depression was the
reforged and greatly expanded role of the state as the central regulator
of capital and labour and defender of social harmony, equality and wel-
fare. The labour parties of the colonies and early federation had as one
of their central policy planks the regulation of industrial relations by the
state. They were adament that the defeats of the 1890s resulted from the
combination of governments and capital so in the future governments
must be not only captured and controlled through parliamentary pol-
itics but used to enact laws that would protect unions and give them
an equal role with capital in the industrial struggle. Officially registered
unions and dispute-settling industrial tribunals were thus supposed to be-
come quasi-state instruments of social harmony through the redistributive
mechanism of high wages on the back of employment and profit protec-
tion. The income shares for capital and labour flowing from the produc-
tive process were to be maintained at ‘fair and reasonable’ levels in order
to maintain the ‘social harmony’. Anti-capitalist or communist ideology
played no significant role in the thinking of the organised working class
or their parliamentary representatives. Recognition, collective bargaining,
redistribution, state ownership of elements of significant industries and
social welfare under the umbrella of capitalism (i.e. labourism) were the
aims. Similarly, the humanisation of capitalism and the institutionalisa-
tion of social harmony through egalitarian social policies were the aims
of the middle-class liberal reformers who worked together with the labour
parties to bring to full fruition and set in powerful concrete in the first
decade of the twentieth century the peculiarly Australian ‘compromise’. In
a country where the industrial working-class had barely begun to form,
an avowedly working-class party formed the national government as early
as 1904, after having been severely defeated as a movement only a decade
before.

Clearly, labourism has to be understood, then, as far more than the
‘compromise’ of capital with labour. The Labour Party represented from
the beginning the essence of a nation-building idea of a fusion of the
interests of working classes (plural) in upward socio-economic mobility, an
Anglo-Celtic and egalitarian culture, and racial purity, in coalition with the
liberal vision of social stability and democracy. The crisis of the 1890s forged
this coalition on the foundations of much older institutional and social
developments. That labour recovered so quickly from the 1890s defeats is
testament to the capacity of labourism to articulate a national consensus
and also to the weakness of industrial capitalism. In America the 1890s crisis
of labour had a far different outcome.
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NEW PROTECTIONISM IN THE EARLY TWENTIETH CENTURY

The new federal structure permitted nation building in the early twentieth
century, especially in the Lib-Lab era from 1905 to 1917 when a succession
of Liberal and Labour governments consolidated the ‘compromise’ that had
begun to emerge in the 1890s. The constitution and early federal legisla-
tion formalised the six main building blocks of the new national frame-
work. First, the surviving Aborigines were unrecognised and the spoken
assumption was that they had no prior claim on land and they would as-
similate and/or disappear. Second, the immigration restriction policy (i.e.
White Australia) was the first substantive legislation of 1901. This effec-
tively excluded non-white immigrants. “White’ was of course a complex
cultural-racial-political-economic category. Most sections of society, espe-
cially organised workers who wished to protect their standard of living,
were in favour of the maintenance of a British-only immigrant stream on
economic, cultural and racial grounds.?® (Some other Europeans were tol-
erated in small numbers.) Third, the Conciliation and Arbitration Act of
1904 put in place a federal dispute prevention and settlement court with
the power to intervene and compulsorily arbitrate in disputes across state
borders and to set wages. All the states already had their own compulsory
arbitration systems.” Unions were required to register, thus legalising and
legitimising them as quasi-official entities. Union formation and density
burgeoned from 1905 so that between 1901 and 1911 the number of unions
grew from 198 to 573 and density from 6 per cent to 28 per centand then rose
to 52 per cent by 1921.3° Fourth, large-scale assisted immigration supplied
the labour force for industrial and agricultural growth. The fifth building
block was protectionism, which became a central aspect of policy in 1906—7
with the passing of the tariff acts of those years. By 1905 Labour had come
down decisively on the side of protection and supported the Deakin Liberal
government of 19058, which was the original protectionist regime.?* The
final main building block was state ownership of key sectors of the na-
tional economic infrastructure, notably railways, telegraphs, postal services
and, after legislation in 1911, the new ‘people’s bank’, the Commonwealth
Savings Bank.

The building blocks came together into ‘New Protectionism’, then, under
Prime Minister Alfred Deakin. New protection explicitly linked job protec-
tion, profit protection, wage protection and racial/cultural protection. The
Court of Arbitration was the instrument for converting industrial protec-
tion into standard of living protection through its brief to determine what
were ‘fair and reasonable’ wages. The court decided in 1907 that the needs
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of workers rather than any other principle, such as general macro-economic
conditions or demand and supply in the labour market or capacity to pay
of particular employers, should determine fairness. There should be wage
equality right across the nation. Henceforth freedom of individual contract
and freedom of the labour market would be severely curtailed for ninety
years. ‘A new province for law and order’ had been created.’*

Enthusiasm among Liberal (conservative) and Labour governments for
participation in the First World War in support of ‘the empire’ was an
essential component of the nation-building process, even if a significant
proportion of the articulate left and of the population generally, probably
even a majority by 1917, opposed the participation, certainly to the extent of
twice rejecting referanda on military conscription.” The war should be seen
as confirming trends already in existence rather than as a break with them
even though it threatened to undermine the social harmony. The path of
industrialisation, political economy and national culture continued in the
same direction afterward, indeed was even more encompassing of all groups,
classes and interests, except for Aborigines. The protectionist ‘compromise’
continued in reinvigorated form (even though the radical left attempted
to undermine it in favour of a more militant, class-conscious, direct polit-
ical struggle for more thorough socialism) strengthened by the newly cre-
ated ANZAC spirit of blood sacrifice for egalitarian and racial solidarity.3*
Nationalism could at last be built on this new ideological foundation of
heroic myth.

MATURATION AND SUCCESS OF LABOURIST-PROTECTIONISM,
1920—74

Australia emerged from the First World War with a more centralised politi-
cal economy, an enlarged and heavily protected industrial sector, an almost
fully unionised workforce, and a greatly expanded opportunity to supply
Britain and the rest of Europe with food and raw materials. The early 1920s
were thus confident years. But the confidence didn’t last and by about 1926
world market conditions had turned adverse, with the revival of competi-
tion by domestic and international producers in Britain and Europe for the
Australian primary products. And so, once again, Australian policy-makers,
along with the populace, lost any desire to even question the protection-
ist consensus. Even the farmers’ party (the Country Party, formed 1919),
representative of the efficient, exporting sector most adversely affected by
protection, joined the protectionist consensus. Rationally, they believed the
pragmatic course was to seek both domestic and international protection
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through subsidies, organised marketing, prohibition of imports and ex-
port assistance. ‘Protection all round’ then became the chief slogan of the
Australian political economy and was to remain largely inviolate in public
opinion until the late 1960s. The ‘arrogant’ attempt by Prime Minister S.M.
Bruce to reform significantly the centralised and compulsory arbitration
system saw him swept politically and personally from office in 1929.%

The major immediate response to the Great Depression was a dramatic
resort to further protection and then fiscal and monetary conservatism,
including wage reductions, with avoidance of any even partial deferment
of loan servicing, let alone moratorium or default, by the moderate Labour
federal government that had come into office on the eve of the depression.
The Labour Party split over depression policy and conservatism triumphed
in politics and policy. The 1930s was thus a significant crisis for the labourist
compromise although protectionism was not seriously questioned. But as it
turned out, the long-term significance of the depression for the Australian
political economy was as an interruption rather than a turning point. The
resort to protection and the war speeded up the transformation to an
industrial economy.?®

So, the Second World War was of greater long-term significance, serving
to consolidate a2 more secure foundation for the ANZAC myth and erod-
ing considerably the remaining neo-colonial mentality. The stimulus to
industrial development from the total mobilisation effectively completed
the transition to a mature industrial economy. The socio-political effects of
the depression and war included, as with all industrial countries, the turn
to Keynesian macro-economic policy and increased social welfarism. Full
employment, fortuitously achieved, became a fundamental plank of the po-
litical and social consensus. The 1941—9 Labour government had a socialist
agenda in the sense of continuation and extension of public ownership of
the ‘commanding heights’ of sections of the economy, such as banks, coal
mines, railways, suburban transport, airlines, ships, electricity, hospitals,
universities, insurance, telephones and postal services. The war emergency
enabled federal centralisation of economic power via taxation and banking
regulation. The subsequent conservative governments from 1949 to 1972
did nothing to disturb the established regulatory pattern, in spite of an-
othersplitin Labour over communism. No government could have survived
electorally without maintaining the centralised labourist-protectionist con-
sensus, certainly while full employment and prosperity continued.

Australia represented in the 1950s and 1960s the epitome of the pro-
tectionist state, presided over, perhaps curiously, by liberal conservatives
and not social democrats. Behind the protectionist wall Australia matured
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in terms of the secondary sector’s share of GDP and employment by the
late 1950s.37 Nation building reached a sublime height with the Snowy
Mountains hydro and irrigation scheme in the 1950s which combined a
great wave of European migration with land subjugation on a grand scale,
massive investment in agricultural exports and state-induced demand for
protected industrial development. The achievements of industrial matu-
rity, full employment, generalised social welfare, and egalitarian income
and wealth distribution were all substantial. There was a high degree of
political and social consensus on economic, industrial relations and immi-
gration policies. The centralised and unionised industrial relations system
guaranteed the maintenance of a high wage structure whatever the skill
level. The relatively high price of labour was a crucial determinant of the
maintenance of protectionist policy and an affluent internal market.

CRISIS OF LABOURIST-PROTECTIONISM, 1967—86

The crisis of the late 1960s/early 1970s witnessed the beginning of a signif-
icant weakening of the Australian compromise and of the nation-building
role of the state. The Vietnam involvement, anti-racist social movements
and feminism galvanised opposition to the increasingly conservative gov-
ernment and a cultural awakening occurred which, combined with several
other factors, produced a watershed. First, the late 1960s and early 1970s
witnessed a version of ‘Dutch disease’ or supply-side-shock economic syn-
drome consequent upon the rapid rise of the minerals and energy export
sector. This shock had deleterious effects on the traditional exporting sector
(agriculture) and the import-replacing sector (manufacturing) through the
mechanism of exchange rate appreciation caused by balance of payments
surpluses. Combined with the other rigidities in national policy the result
was stagflation with the onset of the post-oil shock recession. Having be-
come a major energy exporter by then (coal and uranium), Australia was in
a more complex position within the world economy. Here was an industri-
alised country in which the most dynamic sector was minerals and energy
exports and the most stagnant sector the import-replacing and exporting
secondary sector.®®

Second, the protectionist consensus began to crumble in the face of the
minerals export boom. The intellectual basis had shifted in the 1960s and the
first significant steps to reduce the levels were made by the Gough Whitlam
Labour government in 1973, which imposed a unilateral 25 per cent
reduction in all tariff levels in response to the supply-side shock and infla-
tion.»
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Third, in response to stagflation there was an intellectual shift, in com-
mon with many countries, away from the Keynesian macro-economic man-
agement policy focused on employment to a more monetarist philosophy
of fighting inflation first.*°

Fourth, the White Australia policy was scrapped and a trickle of Asian
migrantsand, indeed, migrants from every partof the world, began arriving,
which soon turned into a flood, especially after the end of the Indochina
wars when Australia accepted proportionally the largest number of refugees.
Thus there was the beginning of a rapid breakdown of socio-cultural-racial
exclusion and isolation and a very significant move towards multicultur-
alism and openness as official policy. The explanation for this relatively
smooth and peaceful transition has to be sought in the earlier widening
of immigration to include all of Europe and then the Middle East, and
in the class inclusiveness of the social democratic tradition which was able
to adjust easily to ethnic inclusion as long as, crucially, the other building
blocks of egalitarianism and market regulation remained in place to protect
living standards.

Fifth, the Aboriginal land rights issue came to the fore as the issue of the
legal legitimacy of land domination by the settler state began to be raised
by the surviving Aborigines and their white supporters. In 1967 Aborigines
were given legal recognition in the constitution and gradually reconciliation
has become a central element of the new phase of multicultural nation
building from the mid-1980s.

With the re-election of Labour in 1983 Australia witnessed one of the
first examples of a deregulatory social democratic government, increas-
ing the move away from state regulation of some areas of the economy,
particularly the finance and transport sectors. On the other hand, there
was an attempt to introduce a degree of corporatist national management
of a quasi-Scandinavian kind. The Prices and Incomes Accord with the
Australian Council of Trade Unions was a ‘backroom’ deal to trade off
‘social wage’ increases (national medical insurance, welfare increases and
tax cuts) for real wage reductions and hence investment growth to generate
employment.* The 1980s was a period of rapid economic recovery and
employment generation as well as growing inequality.

GLOBALISATION AND FORGING A NEW NATIONAL
IDENTITY SINCE 1986

Although the settler era has passed, some of its legacies persist and nation
building or rebuilding is an ongoing task. The late 1980s and 1990s, after the
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transitional period of the previous decade, have seen a virtual ‘revolution’
in economic and social policy and cultural formation such that the nature
of the Australian state and society has changed very significantly.#* From
1986 the Labour government increased the tempo of deregulation corpo-
ratisation, privatisation, and Aboriginal reconciliation. Terra nullius was
judicially overturned and Aboriginal prior ownership recognised. Australia
switched from being a non-participant in the GATT negotiations in the
1960s and 1970s to being a leading proponent of multilateral reductions of
protection, particularly in the agricultural sector. The levels of protection
of agriculture have unilaterally been reduced to levels below 10 per cent in
spite of the lack of reciprocation in other OECD countries. Secondary pro-
tection has declined generally to § per cent except for special higher levels
for the textiles, clothing and footwear, and automobiles sectors. Protection
all round, the framework of national policy since the early 1920s and the
culmination of policy since 1905, has decisively been killed. Even limited
deregulation of the labour market was begun by the Labour government
with the weakening of the centralised arbitration system and a concerted
move towards workplace bargaining. Since 1996, under a conservative gov-
ernment, micro-economic reform has gone further to include a signifi-
cant assault on the power of the centralised industrial arbitration system,
significant reductions in the welfare, education and public broadcasting
systems, and even a degree of deregulation and privatisation of the state
universities.

In the space of twenty years, even a decade, the structure of Australia’s po-
litical economy has changed enormously. From being a protected, mixed
economy with a high degree of state ownership and regulation, tolera-
tion of monopolies and oligopolies, with an egalitarian income distribu-
tion by world standards, the economy and society have been opened to
global competition and resulting inequality. Multiculturalism displaced
‘White Australia’. Aboriginal land rights and reconciliation moved to centre
stage as national issues. Indeed, the beginnings of a new cultural forma-
tion, focusing on the special characteristics and influence of the natural
environment, fusing Aboriginal, European and Asian cultural elements
with environmentalism, can be discerned.® And the globalisation strategy
has provoked a severe political realignment. As the new century dawned
the remaining social democrats grappled with how to redefine their role
and that of the state in the face of the strength of the neo-liberalism of
the economic elites, the anti-globalisation xenophobia and disaffection
of the marginalised and increasingly impoverished small farm and urban
working classes, and the anti-capitalist reregulators of the left. The social
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democrats within the Labour Party, as in Western Europe, are starting to
redefine themselves as less enthusiastic supporters of but also ameliora-
tors of globalisation. Neo-liberals have largely prostrated themselves be-
fore the Washington economic consensus. Neo-social-democrats are still
trying to find their feet. The twenty-year dominance of economic ide-
ology over politics and society is perhaps ending and a new political
economy is vaguely taking shape around a more self-confident cultural
formation and the new watchword of efficiency.
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I wish to thank Tim Rowse for helpful advice on an earlier draft.
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