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CHAPTER 1

Introduction

[L]aissez-faire ... is a deliberate policy, conscious of its own ends, and
not the spontaneous, automatic expression of economic facts. ... [It] is a
political programme, designed to change—in so far as it is victorious—a
State’s leading personnel, and to change the economic programme of the
State itself—in other words the distribution of the national income ...

ANTONIO GRAMSCI, Prison Notebooks; Q13 §18

Neoliberalism is not the natural expression of economic truths, and its imple-
mentation required significant political, economic and social transformation.
Public policy was recast, national and international finance systems were
transformed, and the state and civil society were reorganised to facilitate a
new phase of capitalism. Key to achieving these outcomes, in each country
neoliberalism was implemented, was the curtailing of trade union power. This
book investigates how neoliberalism was constructed in Australia, and in par-
ticular the role of organised labour in that process. The analysis focuses on the
1983-1996 social contract known as the Accord, signed between the Australian
Labor Party (ALP) and the Australian Council of Trade Unions (ACTU).

The construction of neoliberalism in Australia, and the role of trade unions
within that, is not simply an issue of historical interest to be argued about in
the halls of the academy. The twentieth century was, ultimately, bookended
by the formation and decline of organised labour in most advanced capital-
ist countries—and in many locations trade union organisation is in crisis. In
Australia, union membership is at a historic low and sits at levels not seen
since before the Great Depression. In the early 1980s when the Accord was ad-
opted, trade union density was over 50 per cent. Today density languishes be-
low 15 per cent, and it is under 10 per cent in the private sector. The strength of
trade unions has waned so significantly that some ask the difficult question of
whether it can recover to previous levels. The lack of workers’ power is also, at
times, a problem for capital, and in an astonishing recent statement the head
of the Australian Reserve Bank called directly on workers to demand higher
wages given their miserable longer-term growth was undermining accumula-
tion (Greber 2017). Despite the discrediting of neoliberalism as a doctrine in
the wake of the 2008 global economic downturn, there has been little revitali-
sation of labour organisation and militancy.

© KONINKLIJKE BRILL NV, LEIDEN, 2019 DOI1:10.1163/9789004383463_002



2 CHAPTER 1

The relationship between neoliberalism and the decline of labour organ-
isation demands a candid reflection on how trade unions confronted—and
at times facilitated—the advance of neoliberalism. This book examines
how the trade union movement in Australia was integrated into a national
project of economic restructuring, and one ultimately not in the interest of
labour.

Alongside the sluggish and uneven economic environment in the wake
of the 2008 crisis, a political crisis has also become clearer. Popular detach-
ment from, distrust of, and contempt for political elites and their activities
has grown over the last several decades. How this political crisis— the rise of
anti-politics—relates to the development of neoliberalism has focussed the
attention of scholars who seek to understand and explain events as diverse as
Brexit, the election of Donald Trump, and the popular dissent of the Spanish
15M movement. If we are to understand the current political conjuncture, it
is crucial we more deeply appreciate the role of organised labour and tradi-
tional reformist parties of the left—social democratic and labourist—in the
construction of neoliberalism. Clarity on the roots of neoliberalism is central
to understanding the growing detachment from politics felt by many citizens,
particularly working-class communities and those who—only a few genera-
tions ago—would have filled the ranks of trade unions.

This book’s key argument is that academic and popular understandings of
how neoliberalism was constructed accept a particular narrative, one that ex-
plains neoliberal transformation based on the ascendancy of the New Right
and the coercive implementation of economic reform. This narrative treats the
experience under Ronald Reagan in the United States (US) and under Mar-
garet Thatcher in the United Kingdom (UK) as exemplars. Although recent
scholarship has emphasised the geographic variegation of neoliberalism—its
‘systemic production of geoinstitutional differentiation’ (Brenner, Peck, and
Theodore 2010, 184)—this dominant account of neoliberalism’s origins and
trajectory persists. Four elements of the prevailing narrative are subjected to
critique in this book. First, the account claims that the origins of neoliberal-
ism are to be found in the vanguard projects in Chile under Pinochet; in the
1975-1981 New York City Council fiscal crisis; under Margaret Thatcher in the
UK (1979-1990); and under Ronald Reagan in the US (1981-1989). Second, that
the geographically specific vanguard projects represent original types or tem-
plates, from which neoliberalism was later exported elsewhere. Third, that so-
cial democratic parties were not significant to neoliberalism’s vanguard phase,
instead implementing neoliberal projects at a later point and in a moderated
form. And finally, that neoliberalism is a state-led coercive project imposed on
trade unions and the labour movement more broadly, in which labour was the
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object or victim of change. I argue this origin story has been inappropriately
universalised, and does not fit the experience in other locations that under-
went neoliberal transformation in the same period. Further, the narrative ob-
scures the complexity of the development of neoliberalism in the narrative’s
heartlands of the UK and US.

In this book, I engage in a reconsideration of the dominant story critical
scholars and left commentators attach to the construction of neoliberalism
through a detailed analysis of the experience in Australia. The development
of vanguard neoliberalism in Australia runs directly counter to the prevailing
narrative. In Australia, neoliberalism was constructed at the same time the ALP
government and the trade unions were engaged in a wide-ranging 13-year so-
cial contract. The implementation of the agreement simultaneously deepened
Australia’s existing corporatism and advanced neoliberalism within a highly
structured economic framework. Further, as a vigorous partner in a social con-
tract, organised labour actively constructed and contributed to the formation
of hegemonic neoliberalism. The organised labour movement was not, there-
fore, only an object or victim of the neoliberal project.

So why do we assume it was always the New Right that was at the centre of
constructing neoliberalism? If that was found not to be the case, how might
the story we are told about the origins of neoliberalism need to be rewritten?
And, controversially, why do we accept that the labour movement was sim-
ply the victim of neoliberal change, rather than involved more intimately in
its manufacture? These questions are central to understanding the present
condition of the labour movement and its prospects for the future. This book
looks to the particular case of Australia, to demonstrate the interconnections
between organised labour and neoliberalism that are largely missing from ac-
counts of economic transformation since the end of the long boom.

1 The ALP & ACTU Accord

Jamie Peck, Neil Brenner and Nik Theodore have urged scholars to consider
the diverse ways that neoliberalism has been constructed, through path-
dependent and context-specific development. They argue that neoliberalism
takes variegated forms across different regulatory environments, and that the
development of neoliberalism takes place ‘among its others’ (Peck, Theodore,
and Brenner 2009, 104). For these authors, the ‘notion of neoliberalism some-
how standing separate from other social formations and political projects se-
riously misconstrues both the character of neoliberalism and the nature of
its advance’ (ibid 2009, 103). This book examines one such spatially distinct
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outcome: the simultaneous implementation of the Accord social contract and
advance of neoliberalism in Australia.

Between 1983 and 1996, a social contract was instituted between the politi-
cal and industrial wings of the Australian labour movement. The Statement
of Accord by the Australian Labor Party and the Australian Council of Trade
Unions Regarding Economic Policy (‘the Accord’) profoundly shaped the politi-
cal economy while extending the country’s longstanding corporatist arrange-
ments. The agreement was framed as consensual economic decision-making
in the national interest, and was signed after a decade of failed attempts, by
successive governments, to resolve the economic crisis of the 1970s. The unions
viewed the social contract as a way to maintain the living standards of their
members, given the strategy of industrial militancy of the 1970s and early 1980s
was at the point of exhaustion. In return for labour agreeing to moderate wage
claims to the level of inflation, the social contract promised to restrain prices,
introduce economic and taxation reform, and extend the social wage.

Although the Accord was a wide-ranging document with an expansionary
emphasis, it was quickly narrowed to focus on wage control. The period of the
Accord also involved the advance of ‘vanguard’ neoliberalism. The vanguard
period—from the mid-1970s until the late 1980s—was a key moment in the
construction of neoliberalism in various advanced capitalist countries, and the
period is characterised by an initial and intense period of implementation in
order to reorient national economics. Key vanguard locations included Chile,
Argentina, the US, the UK, Australia and New Zealand (NZ). I detail how the
Accord deepened Australian corporatism at the same time as vanguard neolib-
eralism was constructed.

The economic malaise in the period before the Accord was deep and intrac-
table in Australia, with five recessions in the decade between 1973 and 1983.
What many refer to as the Golden Age of the advanced capitalist nations—the
long post-war boom—came to an abrupt end in the early 1970s with a wide-
spread crisis of profitability. During those years, consecutive governments un-
successfully tackled the situation. The cornerstone of the Australian welfare
system—the centrally indexed full-time wage and its associated conditions—
came under increasing pressure from concurrently rising inflation and un-
employment. Sections of the labour movement sought to preserve wages and
conditions through workplace-based struggle, and industrial militancy reached
its highest point in the nation’s history. A resources-led boom at the end of the
1970s gave brief respite to the recessionary tendencies, before the Australian
economy contracted again in 1981.

In the early 1980s, the union strategy of confrontation with business and
government to protect living standards was fatigued. The assault on the labour
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movement by the conservative Fraser Government (1975-1983)! had also
flagged. Neither side had won a decisive victory. The ‘exhaustion’ of industrial
struggle, plus the search for an alternative, brought a new political project to
centre stage as part of an effort to resolve the crisis. The Accord, as a consen-
sual approach to economic and industrial relations policy, underpinned the
landslide election victory of the Bob Hawke ALP government in March 1983—
using the campaign slogan ‘Bringing Australia Together'"

The election of the ALP government was a watershed moment in Australian
politics. In contrast to most of the post-war period, the Labor Party held office
nationally and in four of the six states. The party re-emerged as the major po-
litical force after many years of conservative dominance, and in most cases the
party won with resounding majorities. The conservative Liberal and National
Parties were in disarray around the country. Prime Minister Hawke would win
four elections as leader in 1983, 1984, 1987 and 1990, while his successor Paul
Keating would lead the ALP to victory in 1993—an unprecedented five con-
secutive terms as federal incumbents. This ALP Government is now considered
‘one of the most successful [post World War 11] governments of the western
world’ (Harcourt 2013).

Soon after the election in 1983, the ALP implemented the already-signed Ac-
cord agreement as government policy. During the 13 years of Labor rule, the
agreement functioned as the primary statement of domestic economic policy
(Ahlquist 2011, 133). In return for the trade unions restraining wage demands
to the level of inflation (and making ‘no further claims’ via industrial action),
prices and non-wage incomes were to be moderated, the social wage was to be
expanded and tax reform was to be implemented. The Accord reintroduced
central wage fixation and sought to promote growth through economic man-
agement and central planning. The Accord stated that reducing inflation by
moderating wage claims was fundamental to achieving expansion. For this
reason benefits for workers would be enhanced and delivered through an in-
creased social product and social wage.

The Accord period is commonly presented as the high point of relations
between the ALP and ACTU, and as being beneficial to the working class in a
period marked by the policies of the New Right in overseas countries. Austra-
lia was purported to be the progressive alternative to the approach taken by
Thatcher’s Conservative Party and Reagan’s Republican Party (Markey 2013).
For many in the ALP and the trade unions today, these remain halcyon years—
electoral successes only dreamed of in a contemporary era of low ALP primary

1 Alist of Australian governments from 1972 onwards is provided in Appendix A.
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votes, declining party and union membership, and the consolidation of a po-
litical challenger to the left of Labor in the form of the Australian Greens.

The Accord was reconstituted through national wage cases and renegoti-
ated terms between the parties over 13 years and eight ‘editions’ (Mark 1-v11r).
The original statement (ALP & ACTU 1986) set out wide-ranging economic and
social policy. However, it is generally acknowledged that the process quickly
narrowed to focus almost exclusively on wages. Real wage levels, to be main-
tained under the Accord, declined markedly. Early in the period, the ALP
adopted a policy—'the trilogy’ commitment—not to increase taxation, gov-
ernment expenditure or the size of the budget deficit as a percentage of gross
domestic product. This significantly curtailed the planned social wage spend-
ing. Many core elements of the original statement were not implemented and,
on frequent occasions, policy contrary to the text was adopted. Australia’s tariff
system was dismantled and free tertiary education was abolished, in contra-
vention of the agreement. Taxation—which was to be restructured under the
Accord to ensure business paid a ‘fair share—moved in the opposite direction.

2 The Social Contract’s Gala Dinner

The 3oth anniversary of the Accord, and other key events managed by the
social contract, occurred during the writing of this book. The anniversaries
involved various celebrations, as well as a resumption of analysis about the
social contract’s role in political economic transformation. For the most part,
the events and discussions provided an untroubled account of a period of dra-
matic change.

In 2012 there was an Accord reunion of sorts, at the annual gala dinner of the
ACTU. Many of the crucial players involved in the development of the agree-
ment were there. Paul Keating, Prime Minister (1991-1996) and Federal Trea-
surer (1983-1991), and Bill Kelty, Secretary of the ACTU (1983—2000), delivered
the keynote speeches. Keating was asked to commemorate Kelty’s leadership
in the labour movement, and in particular his commanding role in the Accord.
Bob Hawke, Prime Minister (1983-1991) and ACTU President (1969-1980), led a
rendition of the traditional union anthem, ‘Solidarity Forever, and all speakers
sang the praises of the social contract. Speakers urged a renewed partnership.
A new agreement between the Labor Party and the trade unions was necessary,
they argued, in an effort to deal with uncertain economic times (Lucas 2012).

Public events continued into 2013 as the formal 3oth anniversary of the
signing of the Accord took place. At the main academic conference organised
around the event, a number of the architects of the social contract extolled its
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virtues. Former politicians and union leaders Hawke, Kelty, Ralph Willis (Fed-
eral Treasurer 1993-1996) and Simon Crean (ACTU President 1985-1990) took
credit for restructuring the Australian economy to meet the challenges of glo-
balisation. One of the speakers dubbed the opening panel, which also included
business representative Bert Evans, Chief Executive of the Metal Trades Indus-
try Association (MTIA) (1981-1996), the ‘Accord Quintet’ They celebrated their
roles in the dramatic restructuring of the Australian economy, which, along-
side the suppression of wages and industrial action through the social con-
tract, involved financial ‘deregulation’ (re-regulation), floating the Australian
dollar, and mass privatisations. Yet, in the same moment as this event, state
and federal Labor parties were recording some of their lowest primary votes in
a century and the union movement’s coverage of workers was languishing. The
panel failed to assess candidly the impact of the Accord on the Labor Party and
labour movement, a task that must include an assessment of the decline of the
Labor Party and trade union density. The anniversary event had an air of the
surreal, like a party in a cemetery.

Later in the conference and after the departure of these men of the 1980s,
more difficult questions about the Accord’s legacy within the Labor Party and
wider labour movement were raised. Ged Kearney, then President of the AcTU,
gave the Accord only guarded support. Kearney (2013) called the agreement
the ‘highpoint of the political and industrial wings of the labour movement
linked informally and formally in the national interest to deliver economic
stability and historic reforms’. But, Kearney (ibid 2013) also noted that the
Accord can be ‘a heavy cross to bear’ She argued that an assessment of any
achievements of the Accord should also recognise defects and unintended
consequences. Kearney asserted that the period after the Accord had included
the spread of precarious work, escalating executive salaries, exploitative and il-
legal business practices, as well as a lack of concern over inequality on the part
of business elites. Kearney placed the responsibility for these deficiencies at
the feet of capital. However, she also stated that the Accord’s reintroduction of
centralised wage fixation had held back unions from doing their core work of
bargaining with employers. Kearney explained that the shift in policy around
wage bargaining had long-term consequences and the labour movement was
still paying the price. The agreement, in her view, had resulted in some unions
‘forgetting’ how to organise.

Although Kearney did not provide the same gloss as the opening panel, she
equally did not reflect candidly on the content of the Accord. Open debate
about the legacy of the Accord in the context of Labor’s neoliberal agenda
remains rare in the union movement. I would argue that there is also a lack
of critical assessment of the Accord in the scholarly literature. This book
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highlights the troubled legacy of the Accord, and examines questions that
arise from understanding the social contract’s legacy as part of a period of dra-
matic and problematic neoliberal change. The Accord voluntarily suppressed
real wage levels and industrial action, and it is pertinent to examine how this
suppression might have broken capacity for workers’ self-activity and organ-
isation. The centrality of the labour movement in designing the Accord raises
crucial questions about the role of the labour movement in constructing neo-
liberalism. Subsequently, because the labour movement helped design and
implement the Accord, a key issue is to what extent did the labour movement
itself play an active role in creating the context for and policy of its own subse-
quent disorganisation.

3 Neoliberalism’s Corporatist Origins

Most accounts of the Accord suggest that the social contract and neoliberal-
ism were contradictory and counterposed sets of ideas, policies and processes
(Peetz 2013; Spies-Butcher 2012). In contrast to those accounts, I argue that the
Accord and neoliberalism were not alternative, exogenous or antagonistic to
each other. Rather, the social contract and neoliberalism were interrelated
elements of a hegemonic state-centred project to restore accumulation after
the 1970s economic crisis. The relationship between the Accord and vanguard
neoliberal transformation in Australia as one of concord, not opposition,
which I describe as simultaneously deepening corporatism and advancing neo-
liberalism—where those processes are aspects of a unified moment of class
rule. This framework provides a unique insight into how vanguard neoliberal-
ism developed among its corporatist ‘other’. Corporatism and neoliberalism
were two sides of a unitary project of capitalist class rule through politics and
the state, and when examined as such we can gain a richer understanding of
both.

The development of neoliberalism in Australia through the Accord forces
a reconsideration of the dominant narrative about neoliberalism’s global
advance. Reconsidering the dominant narrative does not necessarily mean
displacing existing accounts of the development of neoliberalism in other
locations in their entirety. Rather, by closely examining concrete exceptions
to the prevailing story we can enrich our understanding of the global develop-
ment of neoliberalism. The Australian experience points to how alternative
geographic accounts to the dominant narrative can usefully ‘write in’ the ways
that social democratic parties and organised labour were active agents in the
construction of vanguard neoliberalism. Such a process may provide a more
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satisfactory explanation of the multi-faceted and diverse forms of neoliberal-
ism in its early years, thereby offering a more useful perspective for under-
standing its underlying commonalities and trajectory over time. It also opens
up a consideration of the relationship between corporatism and neoliberalism
in other locations and moments, such as in the New York City Council fiscal
crisis and the more recent process of neoliberalisation in Finland (as discussed
in Chapter 9).

In the case of Australia, the implementation of vanguard neoliberalism oc-
curred through a ‘positive’ corporatist project centred on working class sacrifice
in the national interest. In turn, the use of corporatism within vanguard neo-
liberalism led to a particular method of labour disorganisation—one marked
by the labour movement itself implementing successful wage suppression and
self-policing of industrial activity. Trade union officials did not act only as ‘rep-
resentatives’ of the workers, but as agents of control over them—enveloped by
a political society they had been drawn more closely into.

It is too simple to argue that the Accord assisted the introduction of neo-
liberal policies through its various effects, although it did have that result in
many ways. Rather, and more distinctively, the agreement engendered consent
for the neoliberal project to take place by integrating the unions and the work-
ing class into the efforts of political society to construct a new form of social
rule. In this book, I pursue a more compelling theorisation of the Australian
Accord—one which recognises the social contract as the process by which
vanguard neoliberalism was constructed, and as a central component in the
transformation of civil society in the process. Corporatism was the form and
method that vanguard neoliberalism took in Australia, and corporatism and
neoliberalism were internally related.

The disorganisation of working class power has generally been seen as one
of the central objectives or outcomes of neoliberalism. In this book, I demon-
strate how the social contract was integral to the disorganisation of labour that
took place in Australia. Consensual agreement on the part of the trade unions
took the form of submission to, and active implementation of, the suppression
of wages, industrial activity and organisation of rank-and-file labour. I detail
how this process of disruption took place through the Accord’s components—
and that this occurred despite the social contract being signed at a time of
peak power and organisation for an historically strong trade union movement,
and the agreement resulting in unions gaining unprecedented direct political
influence in the state. Central to the analysis is the paradox between the Ac-
cord only being possible because of the size and strength of the Australian
union movement, and that same agreement ultimately contributing to the
movement's internal disorganisation.
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What follows interrogates the role of organised labour and its representa-
tive structures in the construction of vanguard neoliberalism in Australia. In
the process of constructing and implementing the social contract, the unions
helped execute key aspects of neoliberal transformation. These changes in-
cluded real wage decline, structural adjustment through industry policy, the
suppression of industrial action, and the re-regulation of the industrial rela-
tions system in a manner that weakened organised labour’s position. The Ac-
cord, and thus neoliberalism, was not a process enacted only from above, as it
involved the consent and active involvement of the trade union movement.
This is the story of how labour made neoliberalism.

4 A Hegemonic Political Project

This book analyses the class-based nature of the Accord and its role in es-
tablishing neoliberal hegemony in Australia in the wake of the political and
economic turbulence of the 1970s. This book understands neoliberalism as a
state-centred hegemonic political project remaking capitalist production and so-
cial reproduction since the end of the long boom. Neoliberalism is not simply a
process of state-led economic transformation necessitated by economic crisis,
nor is it merely an ideology or a set of ideas. Neoliberalism involves the devel-
opment and implementation of a political project that utilises modified neo-
classical economics to bring coherence to a suite of characteristic policies and
economic changes—even if neoliberalism in theory varied from neoliberalism
in practice.

As will be discussed in Chapter 4, neoliberalism does not involve strict fidel-
ity to a certain economic doctrine. Neoliberalism is a project utilising different
means in different locations, and is carried out by the state and political soci-
ety in the interests of the dominant social group. The key aim of neoliberalism
was the restoration of capitalist profitability and stable capital accumulation,
which had been disrupted by economic crisis and, to lesser or greater extent
globally, by worker resistance. Its consequences have included the diminution
of organised labour’s power, the disorganisation of labour movements, and
a significant upward shift of national income from the working class to the
capitalist class (Harvey 2005). Emphasising neoliberalism as a political prac-
tice, rather than simply assessing it on the basis of conformity to a particular
ideological model or series of policies, enhances our understanding of ‘actually
existing’ neoliberalism (Cahill 2014).

Neil Davidson has argued that any catalogue of neoliberal reforms cannot
be exhaustive given the geographic specificity of the political project. How-
ever, he includes in his list of those that ‘proved more enduring”:
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[P]rivatisation of state-owned industries and utilities, flexible labour
markets, outsourcing of non-core functions, deregulation of financial
markets and the removal of exchange controls, abolition of protective
tariffs and subsidies on essential goods, commodification of services
once provided free at the point of use, the shift from direct and progres-
sive to indirect and regressive taxation, and a monetary policy dedicated
to the maintenance of low levels of inflation (2013, 190).

Neoliberalism is shaped by a macroeconomic approach that sees inflation as
a greater risk to economic development than unemployment and promotes
the benefits of markets over state action (Bieler 2007, 112). In general terms,
most scholars agree ‘that neoliberalism can be broadly defined as the exten-
sion and installation of competitive markets into all areas of the economy,
politics and society’ (Birch 2015, 571). In Australia in the Accord era, the state
implemented an ‘inflation first’ strategy and a suite of economic and social
reforms similar to those usually viewed as part of the advance of neoliberalism
globally. These reforms included: floating the Australian dollar and abolishing
exchange controls; deregulating the financial and banking sectors; dismantling
the tariff system and promoting ‘free trade’; widespread industry deregulation;
privatisation of government-owned entities; corporatisation of government
departments and contracting out of services; marketisation of the retirement
payments system; the adoption of competition policy frameworks; imposition
of a level of austerity on the working class; and, over time, the introduction of
a ‘deregulated’ labour market in the form of enterprise bargaining.

Neoliberalism as a concept in the anglophone world has been dominated
by the transformations that took place in the UK and the US. By interrogating
the variety of ways in which neoliberal policies were introduced in other loca-
tions, new light can be shed on what is common among diverse processes. The
neoliberal project has not always been connected to the election of New Right
political currents, or those that might be historically rooted in particular eco-
nomic traditions. Social democratic parties have also implemented vanguard
neoliberalism in response to changes in capitalist accumulation, such as in
Australia and NZ (1984-1990).

The implementation of vanguard neoliberalism by social democratic par-
ties in Australia and NZ is distinct from the phenomenon of social democratic
adoption of an already established neoliberalism, as in the case of British La-
bour’s ‘Third Way’ turn (1994—2010). Unlike in the dominant narrative, neolib-
eralism in Australia took hold through a consensual social contract with the
trade union movement. Consequently, this book reconceptualises the political
nature of neoliberalism and reflects on the durability and antinomies of it as a
mode of political practice.
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5 Corporatist ‘involucro’

Most analysis of the Accord—and corporatism in general—tends to presume
rather than demonstrate an underlying harmony in contemporary capitalist
societies. This book problematises the notion of a shared national interest
between classes. The analysis argues that such social harmony is not possible
because of the fundamental features of modern capitalist society, which were
explained by Marx in his pioneering critique of political economy. In summary,
the alienation (or ‘abstraction’) of living labour in the process of social produc-
tion produces:

— A directly antagonistic relationship (‘exploitation’) between capitalist and
worker.

— A bourgeois civil society in which all individuals live in constant competi-
tion, alienated from each other by the logic of the social system.

— An ‘abstract’ political state which itself stands ‘over against’ the particular
interests of civil society, but which is dependent on the continuation of
capitalist social relations for its survival.

Thus, the state is always already partisan—and, despite having its own inter-
ests, these interests cannot break free of the need to defend and promote the
stability and health of capitalist society on a national and international scale.
The modern nation state is a capitalist state—not because it is inhabited by
capitalists, under their control or directly tied to them, but because it is the
state of a capitalist (national) civil society.

As will be discussed in Chapter 3, corporatism requires working class assent
to the idea that there exists a national interest (Panitch 1981, 1976). Moreover,
corporatism has a basic dilemma at its core—it translates working class loyalty
to a social democratic party into loyalty to the state, and sees ‘coercion in the
name of harmony’ rear ‘its ugly head’ (Panitch 1976, 247).

In a parallel conception utilised by this book, Gramsci’s concept of the in-
tegral state posits that civil society is enwrapped (‘involucro’) by political soci-
ety. The notion of the integral state can usefully support and extend Panitch’s
analysis by understanding “political society” as a “container” of civil society,
surrounding or enmeshing and fundamentally reshaping it' (Thomas 2009b,
189). In this way, the concept of the integral state emphasises how corporat-
ism is a mechanism to address (temporarily) the separation and antagonism
within the state—civil society relationship.

This book develops a framework that considers the complementary nature
of the integral state and Panitch’s analysis, in order to examine the relationship
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between the Accord and vanguard neoliberalism. Such a framework assists in
re-examining the legacy of the Accord, concluding that the Accord was a col-
laborative project between the state and civil society in order to implement a
specific and partisan political-economic transformation. As such, the Accord
cannot be considered as an alternative economic plan in the interests of all, or
for the advance of socialism as some trade unions believed.

6 A Note on Method

This book identifies a dominant narrative about the origins of neoliberalism
in scholarly literature. I argue that the nature and processes of neoliberalism
can be enriched, if the developments of neoliberalism in locations that sit at
odds with the prevailing account are taken seriously. In this regard, the analy-
sis employs Gramsci’s approach (2011, 128-129; Q1 §43) seeking to locate ‘the
real identity underneath the apparent differentiation and contradiction and
finding the substantial diversity underneath the apparent identity’ Further,
following Gramsci, the research for this book commenced from a concrete ex-
amination of the national, in order to understand its originality and unique-
ness, but never divorcing that from the international. As Gramsci (1971, 240;
Q14 §68) argued in relation to the international capitalist state-form:

The problem which seems to me to need further elaboration is the fol-
lowing: how, according to the philosophy of praxis (as it manifests itself
politically)—whether as formulated by its founder or particularly as
restated by its most recent great theoretician—the international situa-
tion should be considered in its national aspect. In reality, the internal
relations of any nation are the result of a combination which is ‘original
and (in a certain sense) unique: these relations must be understood and
conceived in their originality and uniqueness if one wishes to dominate
them and direct them. To be sure, the line of development is towards
internationalism, but the point of departure is ‘national'—and it is from
this point of departure that one must begin. Yet the perspective is inter-
national and cannot be otherwise. Consequently, it is necessary to study
accurately the combination of national forces that the international class
will have to lead and develop, in accordance with the international per-
spective and directives.

Taking the national as the point of departure, Gramsci immediately re-emphasised
the international—stressing their interrelationship and the ‘dialectical tension
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between these perspectives’ (Thomas 2009, 215). While neoliberalism is an in-
ternational phenomenon, the study of specific national variants helps us un-
derstand the historically and contextually specific ways it is implemented. At
the same time, an examination of the national context sheds further light on
what is essential and extraneous in neoliberalism as a process in general. It is
from this perspective that the study proceeds, in examining the development
of neoliberalism in Australia and assessing it in light of, and a critique of, the
prevailing narrative as to neoliberalism’s advance globally.

Gramsci’s theoretical conceptions are used throughout this book, in par-
ticular those of the integral state and hegemony. His formulations were devel-
oped in a close study of various locations and historical moments—not least
of all the Risorgimento in Italy. As such, the context of Gramsci’s analysis raises
the question of how his work might usefully aid social inquiry about other
moments and spatial locations. As Adam Morton explained in Unravelling
Gramsci (2007), it is crucial to be attentive to how Gramsci’s ideas developed
within a specific historical context before discerning any contemporary rel-
evance. Quoting and contesting Randall Germain and Michael Kenny, Morton
(2007,16) noted that there is a ‘need to historicise Gramsci and display “greater
sensitivity to the general problems of meaning and understanding in the his-
tory of ideas” as well as pay “far greater attention to the problems of meaning
and interpretation”. With Gramsci, perhaps more so than some other theo-
rists, this task is complex because of the open-ended form of the Notebooks,
their circular and progressive structure and incomplete form. Buttigieg (2011,
x) notes that ‘only by doing violence to the text of the Prison Notebooks could
one conceal their fragmentariness and reconstruct them into a conventional,
more or less unified format'. Similarly, the history of alteration and adaptation
of Gramsci’s conceptions in the secondary literature, often without making
such shifts clear, further complicates this task. In using Gramsci’s work in this
book, the analysis has sought to be attentive to the historical specificity of his
terminology, and to work in an acknowledgement that the form of the Note-
books means this is not always plain.

In response to this fragmentary nature, Thomas (2009, 117-118) urges that
the more productive approach is not to ‘search for origins or telos’ but rather
simply ‘to admit the obvious: history happened the way it did’. He suggests we
should examine the Prison Notebooks in the manner Gramsci (1971, 384; Q16 §2)
suggested we read others—in a search ‘for the Leitmotiv, for the rhythm of the
thought as it develops’ and that this ‘should be more important than ... single
casual affirmations and isolated aphorisms’. As Boothman (2007, 116) argued of
Gramsci’s methodology in relation to translation, the adoption of terms from
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one context to another is not always a question of uncomplicated integration,
but often of reinterpretation within the new location. He suggested that (for
Gramsci and us) translation need not necessarily be a problem, as language
can be flexible—where the process of translation demonstrates:

... how discourses may be rendered ‘open, renewed and updated by
means of a critique and modification of the concepts used in other dis-
courses, not always or often, by their simple unmodified incorporation
into one’s own.

BOOTHMAN 2007, 136-137

This book takes this approach in considering the relevance and limitations of
the conception of the integral state.

The research for this book focused on: analysing how the key elements of
the Accord were developed and implemented; how the Accord was related to
wider neoliberal reforms; the changing nature of the relationship between the
ALP and the trade unions; as well as the evolution of the labour movement. Ar-
chival research in trade union collections examined items from the 1960s until
the 2000s, deposited by the AcTU, Victorian Trade Hall Council (vTHC), Aus-
tralian Manufacturing Workers’ Union (AMwU), Amalgamated Manufactur-
ing Workers’ Union (AMwU), Amalgamated Metals Foundry and Shipwrights’
Union (AMFSU), Amalgamated Metal Workers’ and Shipwrights’ Union (AM-
wsU), the Electrical Trades Union (ETU), the Builders Labourers’ Federation
(BLF) and the Williamstown Naval Dockyards Combined Unions’ Shop Com-
mittee, among others. As explored in Chapter 8, many authors have identified
the key role of the AMWU in constituting and implementing the Accord (Bram-
ble and Kuhn 2011, 102; Stilwell 1986, 96). Without the backing of the AMwuU, as
the largest and most powerful union in the Australian labour movement, the
social contract would not have been possible. For this reason, archival work
focused particularly on that union and its predecessors.? The project also ex-
amined materials such as political party policy statements, political ephemera,
contemporaneous news articles, government economic data, media analysis
and audio recordings. The analysis also included biographies, autobiographies
and interviews with participants in the Accord processes completed by other
researchers.

2 The acronym ‘AMWU’ is used in this book to refer to the metals union through its regular
name changes, with the details of the key name changes included in Appendix B.
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7 Structure of the Book

The book begins by considering the state—civil society relationship, which is
key to examining both neoliberalism and corporatism. Chapter 2 traces a line
of theorisation from Karl Marx’s critique of Hegel, to Gramsci’s conception of
the integral state. It sets out how Marx’s clarity on the antagonistic logics of
the social (civil society) and political (state and political society) spheres—
together with Gramsci's dynamic model of how political society and the state
organise to manage civil society—usefully frame a consideration of the incor-
poration of organised labour into the neoliberal project.

The context of corporatism in Australia is examined in Chapter 3, through a
focus on Leo Panitch’s conceptual framework. Although analysis of the Accord
has emphasised it as a consensual project in the national interest, corporatism
is best understood as a political structure to manage civil society (in particular
trade unions) and increase exploitation of labour in the interests of capital
(i.e. the extraction of surplus value). The Accord is contextualised in the his-
tory of corporatist arrangements in Australia. Gramsci’s conception of the
integral state is shown to usefully support and extend understandings of the
use and content of corporatist arrangements—measures that increase the ex-
ploitation of labour by drawing them into a macroeconomic project in the na-
tional interest. The chapter proposes that the conception of the integral state,
discussed in Chapter 2, can usefully support and supplement the important
insights developed by Panitch.

Neoliberalism is a state-centred hegemonic political project remaking
capitalist production and social reproduction since the end of the long boom.
Chapter 4 sets out a paradox in the contemporary critical literature analysing
its development. On the one hand critics of neoliberalism argue for an em-
phasis on the diverse and geographically specific way in which neoliberalism
advanced globally. Yet, on the other hand, a very particular set of originating
features is usually posited as common across multiple national histories. The
chapter delineates this narrative—constructed based on neoliberalism’s ad-
vance in the US and UK—as having four elements. This narrative is widely
present in the radical and Marxist literature, and I evidence this through an
examination of the widely cited and key accounts of David Harvey and Naomi
Klein, as well as the work of radical geographers Peck, Brenner, Theodore and
Adam Tickell. In order to bring increased clarity to what was common and
divergent across spatial locations in the global advance of neoliberalism, the
dominant narrative must be destabilised.

Chapter 5 sets out a periodisation of neoliberalism in Australia, contextu-
alising the development of the Accord within this. Developments in Australia
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are framed within a periodisation of neoliberalism internationally. The chap-
ter argues that periodising neoliberalism allows analytical separation within
the historical phase, in order to highlight shifts in content and coherence over
time. This is central to demonstrating, empirically, that neoliberalism has
been constructed in different locations through a lengthy process of structural
adjustment—including efforts before and after vanguard phases—with the
involvement of parties across the political spectrum. The chapter examines the
neoliberal project’s continuity with, and rupture from, the previous historical
period—in a way that accounts for its contingent emergence ‘from among
its others’ The periodisation divides the neoliberal era in Australia into four
stages: a proto-neoliberal stage; a vanguard neoliberal stage; a piecemeal neo-
liberalisation stage; and a crisis stage. The periodisation outlines shifts in the
hegemony and coherence of neoliberalism, shedding light on the weaknesses
of the dominant narrative outlined in the previous chapter.

The stated intention of the Accord was to buffer citizens from the deep eco-
nomic crisis that began in the 1970s. Chapter 6 outlines the historical devel-
opment and content of the agreement, and empirically focuses on the core
element of wages policy through the initial and subsequent revisions (Ac-
cord Mark 1-viir). The Accord quickly narrowed from a broad framework—
covering price moderation, wages policy, social wage improvements (including
universal health care), taxation and increased government expenditure—to
one that facilitated control over organised labour through the widespread and
successful suppression of wages and industrial action. The chapter demon-
strates how consensual wages policy was central the advance of neoliberal-
ism, through the trade union leadership offering up organised labour—and its
ability to increase its own exploitation—as a macroeconomic solution to the
protracted crisis. Moreover, it was the wages policy approach that was key in
the disorganisation of labour.

Chapter 7 establishes how the social contract was shaped—and reshaped—
to be ‘fit for purpose’ within the wider neoliberal transformations of the era.
Contrary to most scholarly accounts, which posit the Accord and vanguard
neoliberalism as exogenously related or competing processes, the chapter
argues that they were internally related aspects of bourgeois political rule—
described as simultaneously deepening corporatism and advancing neoliberal-
ism. The chapter also critically assesses the progressive credentials of the social
wage gains, while examining how they were related to neoliberalism. The Ac-
cord is argued to represent a high point of successful integration of key civil so-
ciety subaltern groups by the state, as well as the assimilation of the organised
labour movement into the reorganisation of class rule after the economic and
political turmoil of the 1970s.
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Chapter 8 details the evidence for the most controversial claim of the book,
which is that organised labour was central to the construction of neoliberalism
in Australia. This refocuses the examination of vanguard neoliberalism under-
taken in the book, in order to demonstrate, at a higher level of detail, the role of
the labour movement in its construction. It explains how the development of
Australian neoliberalism diverged from the dominant narrative of neoliberal-
ism’s advance globally. The chapter casts the labour movement as not simply an
object of neoliberal change, but an active constructor, and details the impact
of the union movement shifting from workplace-based union organising to the
centralised Accord. The chapter details the suppression of industrial struggle,
and in particular the role of the AcTU and labour movement in policing unions
that sought to go outside the Accord’s ‘no further claims’ framework. The chap-
ter analyses the implementation of enterprise bargaining as a process of re-
regulating the industrial relations system, and as an outcome actively sought
by the labour movement—not one chiefly facilitated by business and the New
Right.3 Despite finding that Australia’s trajectory diverged from the dominant
narrative, this chapter argues that key outcomes were analogous to the seminal
accounts that informed that narrative—most particularly the multi-layered
disorganisation of labour and state-led restructuring of the economy to restore
conditions for stable capital accumulation.

In the wake of the destabilisation of the dominant narrative through the ex-
amination of vanguard neoliberalism in Australia, Chapter g inquires into the
impact of this for understanding the advance of neoliberalism internationally.
This is explored through indicative evidence from NZ, the UK, the US and Fin-
land. Interrogating the relationship between corporatism and neoliberalism,
and the role of labour in key neoliberal antecedent moments, reemphasises
how the dominant narrative of neoliberalism narrows our understanding of
neoliberalism’s global advance. The chapter argues that the agency of labour
can usefully be ‘written in’ to the wider origin story of neoliberalism, and a
more compelling account of the origins of neoliberalism can be obtained
when the dominant narrative is destabilised.

3 In the context of Australia, ‘New Right’ is used to refer to a political movement of the late
1970s and early 1980s onwards. It refers, on the one hand, to the organisational form of the
movement, which cohered both inside and outside the two main political parties of the
right—the Liberal Party of Australia and the National Party of Australia. On the other hand,
it refers to the political orientation of the movement, which can be described as neoliber-
al. Various business organisations are associated with the New Right (such as the Business
Council of Australia), as are a number of conservative think tanks (such as the Institute of
Public Affairs and the H R Nicholls Society). Chapter 8 discusses efforts of the New Right in
undermining trade unions in the vanguard neoliberal period.
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Theorising the State—Civil Society Relationship

There is, unfortunately, no form of state that can do away with existing
class-antagonisms; for the form of state is the expression and result of
class-antagonisms and not their cause.

PAUL LEVI 2012, The Retreat from Leninism

1 Introduction

Political economists, historians and philosophers have all sought to explain the
particular character of the contemporary capitalist state, yet its nature remains
opaque. David Held (1983, 1) maintained that while ‘this may seem peculiar
for something so pervasive in public and private life [it is] precisely this per-
vasiveness which makes it difficult to understand’ Michel Foucault (2004, 77)
asserted—in a more extreme view—that the state’s nature was unknowable
and that analysis should proceed ‘without a theory ... as one can and must forgo
an indigestible meal. Yet, for all the difficulties inherent in developing a frame-
work to understand the state, it remains a key task for Marxist scholarship.

Advancing a wide-ranging theory of the state is beyond the ambit of this
book, and this chapter focuses on the state—civil society relationship in order
to investigate the association between the Accord and the neoliberal project in
Australia. The analysis emphasises the separation and dialectical unity of the
state and civil society, in setting out an approach applicable to the modern rep-
resentative states of advanced capitalism. Such a theory of the state—civil so-
ciety relationship frames not only how empirical evidence has been analysed
and understood, but also how the research for this book was conceptualised
and pursued.

The chapter begins by examining Marx’s critique of Hegel on the state, law
and politics. It then considers Marx’s argument regarding the separation and
antagonism between the state and civil society, developed in his writings of
the mid-1840s. The chapter then explores Gramsci’s conception of the integral
state, through which he argued there is an interconnection and dialectical uni-
ty of the state and civil society—integrating the latter under the leadership of
the former. The analysis considers the tension between the positions of Marx
and Gramsci, concluding that the distance between the accounts is bridged
when the integral state is understood as being always necessarily unstable.
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This is because a state based on an atomistic and internally divided civil so-
ciety cannot ever fully overcome the logic of the fundamental social relations
that produce those contradictions.

11 Some Preliminary Comments

Although this chapter cannot set out a wide-ranging theory of the state, it is
important to note and clarify a number of issues. Firstly, there is no settled
general theory of the state within Marxist political economy. Although the
1960s and 1970s saw a revival of discussion amongst western Marxists as to
the nature of the state, no clear resolution was achieved. Further, despite the
changes wrought by neoliberalism directly impacting on the question of the
state vis-a-vis civil society and market, this has not provoked a major rethink-
ing among Marxists in more recent decades. Contemporary analysis is often
confined to the concrete changes regarding the functions of the state under
neoliberalism and, usually, sets aside explicit analysis of the general nature of
the capitalist state. Of course there are some exceptions to this (Jessop 1990;
1982; Panitch 1999), and at the height of the Global Justice Movement at the
turn of the century state theory was more widely debated inside and outside
the academy (Holloway and Callinicos 2005; Holloway 2002; 2000). Other more
recent works of Marxist political economy, such as Panitch and Sam Gindin’s
The Making of Global Capitalism (2012), have outlined a view of the state pri-
marily to make previously worked-out theory explicit rather than to focus on
extending it.

Secondly, a key concern of Marxist theorising of the state has been to un-
derstand precisely why and how capitalist states come to serve the interests of
capitalism. On one level this is a simple question—why would a state within
capitalism not serve the longer-term interests of the economic structures that
gave rise to it? Yet, given that class conflict is inherent to capitalism, and also
that various civil society groups place pressure on the state to act (or not act)
in certain ways, the structural mechanisms that ensure the state serves the
longer-term interests of capitalism have been widely discussed. As will become
clear, this book doesn’t accept the presumption that there can be ‘interests of
capitalism’ in general—let alone that the capitalist state does, or even can,
serve them. The capitalist class is internally divided by competition between
atomised individuals. Although members of the capitalist class seek to act to-
gether at times, to pursue what might be their shared interests on particular
matters, there can be no overall general interest of the bourgeoisie in the stron-
ger sense meant by many Marxist theorists—except perhaps at the point when
the overthrow of capitalist social relations is immediately threatened.

Thirdly, over the last two decades there has been ‘ubiquitous concern with
the concept of civil society) and this has ‘rekindled an interest in Gramsci’s
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reflections on the subject’ (Morton 2007, ix). The line of reasoning set out
below argues that a productive contribution to understanding the contem-
porary state—civil society relationship can be developed by tracing a theoreti-
cal line through the work of Marx and Gramsci. Again, this is not proposed to
articulate a wide-ranging theory of civil society, but instead provide a useful
lens to consider the relationship of labour to the state in the Accord period in
Australia.

Fourthly, and crucially, this chapter proposes that Marx developed a mostly
coherent theory of the state in his early writings, in the course of a critique of
the conceptions of Hegel and certain of Hegel's followers. Some scholarship as-
serts that Marx either abandoned, broke with or superseded his early concep-
tions of the state in his more ‘mature’ writings (Balakrishnan 2015, 2014). The
analysis in this book draws on Colletti (1975) and his argument that Marx’s lat-
er theorisation involved a deepening and enhancement of his initial critique
of politics and the state via the critique of political economy—that is, the cri-
tique of the (alienated and exploitative) capitalist social relations that produce
bourgeois civil society. Further, such an approach continues to provide a useful
framework for thinking about the state—civil society relationship, especially
when supplemented with Gramsci’s conception of the integral state—which
was also developed, in part, via a critical engagement with Hegel.

This chapter argues that Gramsci provided an essential elaboration of the
fundamental relationship between civil society and state in the era of mass
representative politics. Gramsci’s conception of the integral state can draw out
the complex contradictions and interconnections between capitalist social
relations, civil society, political society and the state apparatus. The chapter pro-
poses that the frameworks articulated by Marx and Gramsci should be consid-
ered to be complementary. In developing a framework of the state—civil society
relationship, the chapter emphasises an integrated analysis of production, ex-
change and the state (capitalist totality), without either: (a) reducing these to
the same level of abstraction; (b) reducing their specificity to mechanical cau-
sation; (c) denoting a free agency to the state; or (d) failing to integrate a the-
ory of the state with the international competitive system of states and global
competitive capital accumulation (and thus capitalist social relations). This is
important in understanding the relationship between the Accord and neo-
liberalism because: (a) state managers and politicians were not simply per-
sonifications of the capital relation in driving through the reforms of that era;
(b) neither were those actorsreflexively responding to changes at the ‘economic’
level; (c) nor were those actors free from the challenges and constraints set by
the economic conditions of the day; and (d) those actors made those changes
in response to national economic conditions (such as deindustrialisation) in a
situation of global crisis, economic restructuring and political change.
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2 Marx’s Critique of Hegel

At the heart of Marx’s social critique was what those who followed him often
called ‘historical materialism, which argued not only that any given society
had to be understood in terms of the determinate relationships between living
human beings (his theory’s materialism), but that the temporally-specific ar-
rangement of social relations of production shaped the entire society in which
they dominated (its historicism). In the third volume of Capital, Marx (1991,
927—928) wrote:

The specific economic form, in which unpaid surplus-labour is pumped
out of direct producers determines the relationship of domination and
servitude, as this grows directly out of production itself and reacts back
upon it in turn as a determinant. On this is based the entire configuration
of the economic community arising from the actual relations of produc-
tion, and hence also its specific political form. It is in each case the direct
relationship of the owners of the conditions of production to the im-
mediate producers—a relationship whose particular form naturally cor-
responds always to a certain level of development of the type and manner
of labour, and hence to its social productive power—in which we find the
innermost secret, the hidden basis of the entire social edifice, and hence
also the political form of the relationship of sovereignty and dependence,
in short, the specific form of the state in each case. This does not pre-
vent the same economic basis—the same in its major conditions—from
displaying endless variations of innumerable different empirical circum-
stances, natural conditions, racial relations, historical influences acting
outside, etc., and these can only be understood by analysing these em-
pirically given conditions.

This statement, among others in Marx’s ‘mature’ writings, makes explicit that
he saw the form of the state in any given mode of production as specific to that
mode of production. This is because, in any such social formation, one form of
exploitative social relations of production dominates over others (Banaji 2010).
Thus, those dominant social relations ‘assign rank and influence to the others’
and the form of production ‘is a general illumination which bathes all the other
colours and modifies their particularity’ (Marx 1973, 107). But such statements
are unclear on how to theorise what relationship the state and politics have
to capitalist social relations at the base of society. This has led many Marxists
to contend that Marx himself never completed a theory of the capitalist state,
in particular because he never completed his planned volume of Capital on
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the topic—in which he would presumably have expounded his view at a more
concrete level of analysis than the highly abstract critique of political economy
in the first three volumes (Hay 1999; Jessop 1990; 1982).

Bob Jessop (1982, 1) stated that there are ‘discontinuities and disjunctions’
in the work of Marx on the state, and that this ‘incompleteness and indeter-
minacy account for the wide range of so-called Marxist theories of the state’
Jessop (ibid pp. 2—31) argued that aspects of the writings of Marx and Engels
can be found to support competing claims that the state is an ‘instrument
of class rule) a ‘factor of cohesion’ and ‘an institutional ensemble’. This, Jes-
sop claimed, means that despite Marxists long claiming special knowledge of
the state’s strategic significance, debate has often been ‘esoteric’ and discon-
nected from those writing in other traditions. Thus, despite Marx’s frequent
journalistic and polemical writings on contemporary politics and actually ex-
isting states, it has been argued he never produced a coherent theory of the
modern state, based in his most important lifework: the critique of political
economy.

I would maintain, however, that in some of his earliest theoretical writings
(in the years 1842—1847 in particular) Marx did lay down an important and
relatively comprehensive theory of the state and politics. Moreover, this ‘early’
theorisation provides an incisive and useful approach to understanding the
relationship between the state and civil society—one that can assist in ana-
lysing the implementation of neoliberal reform via the Accord. The origin of
Marx’s views are located in his critique of Hegel's philosophy of the state, and
below the chapter sets out the most relevant components of Marx’s writings
and integrates these with his subsequent critique of capitalist social relations.
This line of exploration then allows comparison with Gramsci’s conception of
the integral state.

Marx’s starting point in the early 1840s was a critical engagement with Hegel,
the pre-eminent theorist of the state, law and politics to that time. Contrary to
the view among some Marxists that Marx’s ‘youthful’ writings are predomi-
nantly ‘philosophical’ in content and follow Hegel by being ‘idealist’ in method
(Althusser 2005; cf Teeple 1984), Marx himself lauded Hegel’s contribution to a
materialist understanding of the state (1975¢c). Marx agreed with Hegel (1967)
when the latter insisted that because modern (bourgeois) civil society is at-
omistic and composed of competing particular, private, individual interests,
there is a necessary separation between civil society and the universal or com-
mon social interest implied in the form of the state. Hegel argued that modern
society allowed individual freedom unthinkable in previous social formations,
but also recognised that the constant competition between private individuals
in civil society (Hobbes’s (1997) ‘bellum omnium contra omnes’ or ‘war of all
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against all') produced unceasing social instability, which required some kind
of organism to hold society together: the modern state.

While Marx saw Hegel as the most advanced theorist of the modern state,
he took Hegel to task for claiming that the state could truly express the univer-
sal social interest. For Hegel, the legislature mediated between a civil society of
particular interests and the modern representative state embodying universal
interests. But for Marx (1975b, 158) the legislature was incapable of bridging
the divide between individual and universal interests, and instead brought out
that contradiction—because ‘it is the antinomy of political state and civil soci-
ety, the contradiction of the abstract political state with itself’ In other words,
Marx identified that the antagonism between civil society and the state was
unable to be resolved, precisely because in a society composed of competing
particular interests, the state itself would be just another particular interest—
even if in a formal or abstract way it claimed to stand for the general or collec-
tive interest of the society that it governed over.

Marx and Engels made the more general point that in every class society,
the state (no matter what its specific relationship to the rest of society) was the
political form of class rule. Marx and Engels (1976, 98) defined the historically
contingent development of a specifically bourgeois civil society thus:

Civil society embraces the whole material intercourse of individuals
within a definite stage of the development of productive forces. It em-
braces the whole commercial and industrial life of a given stage and,
insofar, transcends the State and the nation, though, on the other hand
again, it must assert itself in its external relations as nationality and in-
ternally must organise itself as state. The word ‘civil society’ [biirgerliche
Gesellschaft] emerged in the eighteenth century, when property rela-
tions had already extricated themselves from the ancient and medieval
community. Civil society as such only develops with the bourgeoisie; the
social organisation evolving directly out of production and intercourse,
which in all ages forms the basis of the state and of the rest of the ideal-
istic superstructure, has, however, always been designated by the same
name.

Furthermore, the nature of the capitalist class in bourgeois society was that
it was itself internally divided by competition. Therefore, bourgeois society
required a state that was formally separate from its individual members and
standing ‘over against’ them (Marx and Engels 1976, 83—-84). Marx and Engels
(ibid 1976, 99) stated that:
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Since the state is the form in which the individuals of a ruling class assert
their common interests, and in which the whole civil society of an epoch
is epitomised, it follows that all common institutions are set up with the
help of the state and are given a political form. Hence the illusion that
law is based on the will, and indeed on the will divorced from its real
basis—on free will.

It follows that the historic uniqueness of bourgeois society was that the capi-
talist class ruled politically via a state that was formally separate from the
private existence of its individual members, each one of whom already ruled
socially in their respective firm or business. As a result, capitalist class political
rule appeared as its own opposite. Thus, the state appeared to stand over all of
society, including the capitalist class, in the general interest.

Marx argued that Hegel’s error was that he missed seeing the fundamental
basis of the state as an estranged expression of civil society, but that this rela-
tionship exists in inverted form in reality—in other words, the state appears
to be prior to civil society, and politics appears to dominate and drive social
relations. Hegel, Marx stated (1975¢c, 64), was ‘not to be blamed for depicting
the nature of the modern state as it is, but rather for presenting what is as
the essence of the state’ Put another way, Marx concluded that it was not that
Hegel's description inverted what was really happening, but that social reality
existed in an inverted and mystified form, because of the dominance of capi-
talist social relations, and that Hegel did not see this.

Marx located the sharp separation between the state and civil society, and
between political and social relations, as emerging historically with the rise of
capitalist modernity. Marx (1975b, go) stated that the ‘abstraction of the state
as such ... was not created until modern times. The abstraction of the political
state is a modern product’. Modern civil society could, therefore, only organise
itself as a state on the basis of this separation. Furthermore, the abstraction of
politics from civil society in the form of a state involved the depoliticisation of
civil society (Marx 1975d). Colletti (1975, 34) has summarised Marx’s view thus:

... the analysis hinges upon the simultaneity of these two fundamental
divisions: the estrangement of individuals from each other, or privacy
within society, and the more general estrangement of public from pri-
vate, or of the state from society.

This antagonism meant that for Marx the notion of ‘political representation’ is
a misnomer. As soon as individuals deputed from civil society enter the state,
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they stop being deputies and instead become part of the abstract state. In so
doing, the role of political representatives changes to one of furthering the in-
terests of the state—and the political society around it—over the interests of
those sections of civil society from which they emerged (Marx 1975b).

This aspect of Marx’s argument can throw light on the limits of political
representation of workers’ social interests within corporatist arrangements or
via labourist parties. It also illuminates how historical debates over the extent
of ‘relative autonomy of the capitalist state, by Poulantzas (2001) and others
(Panitch and Gindin 2012), are potentially misplaced. This is because the state
is both fully separate from bourgeois civil society—and, moreover, operates on
the basis of a political logic that is antagonistic to social logic—yet is also en-
tirely dependent on the perpetuation of the specifically bourgeois civil society
from which the state is abstracted.

Nevertheless, while Marx rejected Hegel’s notion that the state could truly
represent the general interest, he did argue there was no other social force that
could act across an entire society to attempt to manage the interests of the
capitalist class. This was why Marx and Engels (1976) called the state ‘an il-
lusory community’: not because it wasn't real, but because it was not a true
community of the individuals who formed its social basis. In considering and
citing Marx’s point in The German Ideology, Colletti argued (1973, 88):

The collective interest ... ‘takes an independent form as the State, di-
vorced from the real interests of the individual and community’, insofar
as ‘just because individuals seek only their particular interest which for
them does not coincide with their communal interest—in fact, the gen-
eral is the illusory form of communal life—the latter will be imposed
on them as an interest “alien” to them and “independent” of them, as in
its turn a particular, peculiar “general” interest’. Hence ‘the social power’
transformed into the power of the state ‘appears to these individuals
... not as their own united power, but as an alien force existing outside
them, of the origin and goal of which they are ignorant.

Thus, for Marx, there were severe limits on what the state could do to further
the management of shared interests for two reasons. The first was that in a
society of irreconcilable particular interests, at best the state could enforce
some kind of hypothetical ‘average’ of those different interests (Marx 1975b).
The second was that the modern state’s basis in bourgeois society meant that
it could never challenge the fundamental social relations that produced such
a society—relations based on bourgeois private property—Ilest it risk eradi-
cating the basis for its own existence (Marx 1975a). Thus, the state could at
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best manage or administer the social evils produced by capitalist social re-
lations differently, but never directly challenge the sources of those social
harms.

3 From Critique of Politics to Critique of Political Economy

Marx’s (1975€, 425) theoretical critique of the state and politics led him to the
next stage in the development of his social analysis:

My inquiry led me to the conclusion that neither legal relations nor po-
litical forms could be comprehended whether by themselves or on the
basis of a so-called general development of the human mind, but that on
the contrary they originate in the material conditions of life, the totality
of which Hegel, following the example of English and French thinkers
of the eighteenth century, embraces within the term ‘civil society’; that
the anatomy of this civil society, however, has to be sought in political
economy.

From the early studies in the Paris Manuscripts of 1844 to the conclusions of
the three volumes of Capital, Marx located the basis for the specific nature of
civil society in capitalist social relations—that is, in the process of abstraction
of value in the exploitation of labour power. Yet, as Colletti (1973, 232—233) has
noted, Marx employed a corresponding approach in both his critique of the
state and his critique of political economy. In the former, Marx attacked the
speculative aspects of Hegel’'s philosophy of the state, by contrasting the ab-
stract form of the state with its concrete basis in civil society. Marx thereby re-
vealed how Hegel has uncritically accepted mystified forms precisely because
he engaged in the ‘crassest materialism’ and had not gotten to the essence of
the matter (see also Marx 1975b, 174). In the latter, Marx attacked the political
economists for accepting the mystified, fetishised forms of appearance of capi-
talist social relations at face value, rather than grasping their basis in concrete
relationships between real individuals (see also Marx 1976, 163—177). In each
case reality itself is upside down and must be turned right side up through
practical activity.

Crucially, Marx understood capitalist social relations, including exchange
relations, as extending beyond the geographic territory of any one nation. As
Marx (1973, 407—408) stated:
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[Just] as capital has the tendency on one side to create ever more surplus
labour, so it has the complementary tendency to create more points of
exchange. ... the tendency to create the world market is directly given
in the concept of capital itself. Every limit appears as a barrier to be
overcome.

Thus, there can be no theory of the state without recognising the presence of
a global system of states. And such a ‘system of states’ is both presupposed by
and constitutive of the world capitalist market. As Barker (1978) put it, the im-
plication for a Marxist understanding of the state is that it must always already
be understood as one of ‘many states’.

Marx and Engels (1998, 37) famously stated that the ‘executive of the mod-
ern state is but a committee for managing the common affairs of the whole
bourgeoisie’. Barker (1978) takes them to task on this point for missing the di-
visions between nation states. Contra Barker, Marx and Engels point must be
considered in the context of where it appeared, within a polemical document
intended to orient communists on the independent working-class tasks in the
German bourgeois revolution of 1848. Thus, it arguably makes more sense to
read this famous phrase as referring to a whole national bourgeoisie and not
the entire global bourgeoisie. If we interpret Marx and Engels’s description in
this manner, it is suggestive of how the state must manage both capitalists’
intra-national relations among each other and with other social groups, as well
as their inter-national affairs (Marx and Engels 1976, 57). States have to respond
not only to changes in domestic circumstances but also to international fac-
tors—dynamics that affect not just accumulation (such as the international
slide into economic crisis in the 1970s), but political circumstances also (such
as destabilising wars like that in Vietnam, the undermining of the racialised
Australian settlement with the rise of post-colonial regional nationalisms, and
the competitive pressure of state-led restructuring among Australia’s closest
economic partners and rivals).

4 From Marx to Gramsci

The century from Marx’s death to the election of the Hawke government was
marked by a tremendous growth in the social weight and apparent impor-
tance of the state and political society to the functioning of modern capital-
ist societies. So much so that, for workers’ movements in advanced Western
countries, talk of a separation or antagonism between state and civil society
would seem divorced from the experience of mass trade unions, electorally
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successful social democratic parties, and large-scale state intervention in cap-
italist economic life. In that sense, representation of the social interests of
civil society actors in politics and the state could seem not only to have been
nearly completely won, but also to have overcome the antinomies that Marx
described. Such a view might rest on what seemed incontrovertible empiri-
cal evidence during the long post-war boom: unions with power to demand
higher wages; a social democratic ‘consensus’ or Western model of develop-
ment that could deliver full employment; a rapidly-growing welfare state;
and ‘Keynesian’ policies that appeared to have all but eliminated capitalism’s
tendency to crisis.! However, these pieces of ‘evidence’ would be challenged
and eventually buried in practice, by the return of capitalist crisis from the
early 1970s and the state-led responses to it. Central to this was the collapse
of the so-called Keynesian social-democratic consensus, which faltered un-
der the contradictions within the accumulation process during that phase of
capitalism.

While Marx could only have seen small clues of such tumultuous changes,
Gramsci analysed the early decades of mass representative politics in his at-
tempt to theorise the revolutionary potential of ‘the West’ (and its failure to
be realised) in the wake of World War 1. This necessitated an understanding
of the concrete changes in the state—civil society relationship occasioned by
these historic shifts. Like Marx, Gramsci’s starting point was to engage with
Hegel’s conceptions and to build on them, using the toolbox provided by those
of Marx’s writings that were available at that time. Because many of Marx’s
key theoretical expositions regarding the state and politics were unpublished
when Gramsci set about composing his Prison Notebooks (2011a), he often
couldn’t rely on Marx’s positions from those texts. Thus, while Gramsci sought
to develop his theory as closely as possible to Marx’s approach, some tensions
will also become apparent in the course of mapping out Gramsci’s conception
of the integral state.

41 Lo stato integrale

A key contention of this book is that the neoliberal political project was made
possible in Australia through the active participation of the union movement
in the Accord process. The theoretical framework for understanding how this
took place is Gramsci’s conception of the integral state:

1 Of course, not everyone was included in the era of mass politics or through the Keynesian
consensus, with race and gender—in particular—excluding many from equal participation
in economic and social life.
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... as a network of social relations for the production of consent, for the
integration of the subaltern classes into the expansive project of histori-
cal development of the leading social group.

THOMAS 2009, 143

Gramsci’s Prison Notebooks, in which the conception of the integral state
was first elaborated, were composed in the wake of the mass working class
struggles that followed World War 1. The conception of the integral state was a
distinct innovation, not drawn from Gramsci’s predecessors, and built on the
foundation of insights by Hegel and Marx. Gramsci was also attempting to re-
define Marxism in the wake of the Great War: not so much ‘against’ Marx, but
hostile to particular brands of ‘Marxism'. Such writings were in critique of ‘in-
terpretive traditions within and outside Marxism: both Second International
and Stalinist instrumentalisations’ (ibid 2009b, 97).

His writings have inspired a broad range of academic projects, from disci-
plines in philosophy to education. The open-ended form of the Notebooks—
both their circular and progressive structure and incomplete form—mean
there is no ‘true’ Gramsci. Yet, despite the varied interpretations of his work on
offer, it is difficult to ignore a unifying concern in Gramsci’s theorising: to de-
velop a sophisticated, historically-informed appreciation of how capitalist so-
cial relations in civil society relate to how the state operates. Gramsci analysed
the complex and interrelated mechanisms of consent and coercive rule under
capitalism. Sections of the Notebooks examine the winning of consent (‘hege-
mony’) and the coercive aspect of rule (‘domination’), and how these distinc-
tions allow the capitalist state to rule in a way that defends the dominant social
relations. Gramsci was not only concerned with how accumulation occurs and
how the integral state might try to ensure that this continues, he was also con-
cerned with how the character of production and accumulation—and the civil
society which arises from this—lead to contradictions that allow openings for
hegemonic struggles by subaltern groups against capitalist class rule.

The analysis in the first half of this chapter emphasised Marx’s elucidation
of the sharp separation of and antagonism between civil society and the state
(and the political society that exists around the latter). The analysis of Marx
also emphasised the depoliticisation of civil society produced by this separa-
tion. The discussion now turns to Gramsci’s conception of the integral state as
an expanded understanding of how the state and political society come to lead
or direct civil society politically. Rather than seeing the state as genuinely uni-
versalising in its project, Gramsci argued, like Marx, that the integral state is a
process of capitalist class domination and hegemony. This aspect of Gramsci’s
argument is frequently overlooked in the secondary literature (Morton 2007,
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89). The integral state was a conception that Gramsci developed specifically as
part of a critique of the liberal conception of the ‘separation of powers’ (ibid
2007).

For Gramsci, the integral state concept described the particular relationship
between the state (political society and the state apparatus) on the one hand,
and civil society (atomised social interests and the relations between them) on
the other. He conceived the integral state not as an ‘identity’ between the two
(i.e. the same as each other), nor as a ‘fusion’ (i.e. distinct but in union)—but
rather as a dialectical unity (Thomas 2009b, 69). He deployed a specific un-
derstanding of this dialectical unity as a process of envelopment or enwrap-
ping (involucro) of civil society by political society. Peter Thomas explained
(2009b, 189):

[T]he definition of political society as an ‘involucro’ in which a civil soci-
ety can be developed would not seem to correspond in any sense to the
concept of the state apparatus; for, whereas the latter is normally con-
ceived as a coercive instrument applied externally in order to regulate
civil society’s inherent tendency towards anarchy, Gramsci here presents
the image of ‘political society’ as a ‘container’ of civil society, surrounding
or enmeshing and fundamentally reshaping it.

In summary, there is a more complex interplay of economic, political and insti-
tutional forms to create an ‘integral unity of capitalist state power’ (ibid 200g9b,
94-95) and Gramsci is attempting to think through the question of the state
specifically in advanced capitalist countries (‘the West’) (Fiori 1973, 242—243).

Within the integral state conception, processes of consent (hegemony) in
civil society are just as important as openly coercive state rule (domination).
For Gramsci, conceiving of the state as something that simply sits above civil
society, involved in regulation and coercion alone—even through democratic
means—overlooks that it is in practice a:

... complex of practical and theoretical activities with which the ruling
class not only justifies and maintains its dominance, but manages to win
the active consent of those over whom it rules.

GRAMSCI 1971, 244; Q15 §10
Thus:

... the general notion of the [s]tate includes elements which need to be
referred back to the notion of civil society ... in the sense that one might
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say that the State = political society + civil society, in other words hege-
mony armoured with coercion.
GRAMSCI 1971, 263; Q6 §88

Far from civil society and political society only being in contradistinction, civil
society is (in Gramsci’s conception) in dialectical unity with the state. Civil
society and political society are better conceptualised not as geographical lo-
cations, but as different sites of social practice: civil society is the location of
hegemonic practice and political society is the site of direct domination. Fur-
ther, the state apparatus plays:

... an important role in concretising this unifying supplement to civil so-
ciety’s constitutive divided particularity—but the ‘political’ as such nec-
essarily exceeds the institutions that seek to organise and regulate it, just
as, from another direction, civil society necessarily exceeds the political
society that attempts to impose meaning upon it. If the political repre-
sents the ‘consciousness’ of the supposedly ‘non-political’ or civil society,
the state apparatus functions as the moment of ‘self-consciousness’ of
the political itself.

THOMAS 2009b, 189

In this way, the state apparatus is a supplement to the naturally fragmented
entity of civil society. It is ‘naturally fragmented’ because it is based on capital
accumulation and atomised market actors.

5 Gramsci contra Marx? The Limits of Integration

It is here that a tension may be detected between Marx’s argument about the
essential state—civil society antinomy and Gramsci’s notions of enwrapment
(involucro) or dialectical unity. But the distance between the two accounts is
bridged when the integral state is considered as always necessarily unstable,
because a state based on an atomistic and internally divided civil society can-
not ever fully overcome the logic of the fundamental social relations that
produce those contradictions. At no point does Gramsci accept the inverted
existence of society as its essence; he repeatedly returns to Marx’s arguments
from the 1859 Preface that capitalist relations of production remain the basis
for all other developments, including those within broader civil society and
political society (Thomas 2009b, 98). Gramsci’s insight is that the chaos of civil
society (as it is produced and reproduced by the anarchic process of capital
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accumulation) can break through the political container in which it finds itself
enwrapped and which seeks to neutralise its radical potential to disrupt, and
even end, capitalist rule.

For Gramsci, any initiative from below to win hegemony on the terrain
of civil society cannot help but enter the terrain of ‘the political, because it
pushes against the enwrapment of civil society by political society and is com-
prehended in political terms (Thomas 200gb, 194). Thus, as soon as a social
movement starts to contest bourgeois rule on the terrain of civil society, it will
come into contact with political society and the state. It is important to note
that, in this book, when discussing the rule of the ruling class in capitalist so-
ciety—i.e. the capitalist class or bourgeoisie—a distinction is drawn between
its social rule in civil society (rooted in its dominance in social relations of pro-
duction, which in Gramsci’s writings are sometimes described as ‘economic’
relations) and its political rule, through the institutions of the modern state.
The question is, therefore, to what extent can political society enwrap and ulti-
mately incorporate non-ruling social groups in its projects?

The Prison Notebooks developed detailed historical accounts of how op-
posed processes of contestation and integration have played out in a variety
of societies, but especially in Italy. Gramsci was particularly interested in vari-
ous civil society organisations—whether explicitly ‘political’ or not—which
played their parts in these processes. He chiefly examined overlapping epochs
of rising and consolidating mass politics, stretching from late 1800s to when
he was imprisoned. This gave him an historical substrate from which to draw
conclusions that went beyond what Marx could theorise in his lifetime. Marx
lived in an age where the infiltration of civil society by political society was
relatively limited, and where (as an important example) direct representative
institutions based on the working class were virtually non-existent. Thus, in
Marx’s time, the antagonism between the state and civil society was less ob-
scured by the complex (and organic) institutional connections that developed
between them with mass politics. For Marx and Engels, the need to understand
how organisations such as trade unions and workers’ parties could become
incorporated into bourgeois rule was not as clear as it later became, especially
with the role of the social democratic parties in defeating revolutionary move-
ments after World War 1. In this, Gramsci was consciously following in the foot-
steps of Lenin, who was forced to rethink Marxist political perspectives and
renovate received Marxist theory in the wake of the capitulation of most of
the Second International parties to their national war efforts (Harding 2009).

Gramsci spent many pages of the Notebooks dissecting the specific internal
histories and logics of different parties (such as Catholic Action), organisations
and institutions, in an endeavour to understand the micro and macro level
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processes that underpinned activities of contestation and integration—from
sudden about turns to subtle ‘molecular changes’ in which their orientation
would reverse in almost imperceptible increments (Gramsci 2011b, 257; Q8
§36). The rest of this book will utilise Gramsci’s conception of the integral state
and associated interrelated concepts such as hegemony, in order to critically
analyse the component of class rule implemented by the state and political so-
ciety in the administration of Australian capitalist society during the vanguard
phase of neoliberal restructuring. It will, in particular, focus on the integration
of the labour movement and trade union leadership into this process.

Political responses to the crises and contradictions afflicting Australian so-
ciety in the 1970s and early 1980s can thus be perceived as able to come ‘from
above’ and ‘from below’. However, latter responses—such as those embodied
by labourism and its corporatist aspects—were based on attempts to integrate
subaltern groups into political society (or state) imperatives in a way that could
directly undermine subaltern social groups’ interests. This book will propose
that given the fundamental instability of capitalist social relations and the lim-
its to integration of social contradictions by the political sphere, the outcome
of the Accord process was never destined to occur regardless of the actions of
the various actors involved. Rather, the outcome was always a contingent one.
Further, the resulting victory for the actors involved in reconstituting bour-
geois political rule through the institutions of the state in this period, via the
Accord, laid the basis for future difficulties in maintaining that rule—which
both Gramsci and Marx can help us theorise.

6 Conclusion

The above analysis has reflected on a conception of the state and its relation-
ship to civil society through an examination of the work of Marx and Gramsci.
Marx’s early writings were used as a basis to characterise the state—civil society
relationship in a way that explains how his later critique of political economy
could be integrated with that characterisation. This analysis emphasised Marx’s
conception of the state as both abstracted (separate) from, and antagonistic
to, the civil society from which it emerges. Further, it noted Marx’s theorisa-
tion that civil society’s nature—its atomism and internal competition—arises
from the abstraction of value within capitalist social relations of production.
The argument found that Gramsci elaborated and extended Marx’s basic cri-
tique, in order to analyse later developments in the relationship between the
social and political spheres. In particular, Gramsci analysed how the growth of
mass politics led to the further enwrapment of civil society by political society
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in the form of an integral state, and how civil society thereby became further
incorporated into processes of bourgeois political rule. This conception of sep-
aration and dialectical unity of the state and civil society provides additional
tools to understand why the Accord became the high point of integration ef-
forts in the neoliberal era. Nevertheless, like Marx, Gramsci never saw this in-
tegration as capable of being completed, precisely because of the unstable and
chaotic social foundations—those of civil society—on which it is built. It is
crucial to understand this in analysing how corporatism as a state-led class
strategy attempts to manage the state—civil society relationship, but in doing
so engenders tensions within the process. This is the focus of the next chapter.



CHAPTER 3

Corporatism in Australia

They had miles of proof that when Labor men got into power they had
forgotten the class that put them there. For twenty years they had been
urged to obtain Labor majorities. They had gotten those majorities, but
where was their heaven? ... Where were the golden streets? They could
see plenty of slums, of misery, of prostitution and poverty. They had been
following a vain dream and mirage.

Adelaide unionists, 1910, quoted in j1M MOSs (1985) Sound of Trumpets

1 Introduction

In order to understand why the Accord was introduced, and its relationship
to neoliberalism, it is necessary to examine the nature of corporatism. This
chapter briefly explores the use and content of social democratic corporatist
arrangements, most particularly through Panitch’s paradigmatic Marxist ac-
count, before examining the historical structures of state-centred arbitration
in Australia. Rather than understanding the Accord as the ‘arrival’ of corporat-
ism in Australia (Dabscheck 2000), it argues the social contact deepened and
intensified already existing arrangements—a process of corporatism within
corporatism.

While scholarly literature on the Accord has emphasised it as a consen-
sual project in the national interest, this chapter argues that social contracts
are best understood as a political arrangement to manage the exploitation
of labour in the interests of capital. Panitch’s account of corporatism, rooted
in a materialist analysis of its class character, provides a valuable method
for understanding the formation and use of the Accord. The investigation
demonstrates how Gramsci’s conception of the integral state can support
and extend Panitch’s analysis. The chapter considers corporatism at both
the general level (through an examination of Panitch’s work), and in its con-
crete expression in the Accord (an examination commenced here at a higher
level of abstraction and continued throughout the book in more concrete
terms).

© KONINKLIJKE BRILL NV, LEIDEN, 2019 DOI1:10.1163/9789004383463_004



CORPORATISM IN AUSTRALIA 37
2 Understanding Corporatism

A pivotal 1974 article concluded that we were ‘right smack in the middle of
the century of corporatism’ (Schmitter 1974, 126) and, by the 1980s, academic
attention to the concept was ‘almost obsessive’ (Molina and Rhodes 2002,
305). Yet, within only a few decades, preoccupation with corporatism had
fallen away. Some argued this mirrored the decline of corporatism as a strate-
gic program, ‘defeated on the ground by the actual evolution of employment
relations), as a result of Keynesian welfare ideology being supplanted by neo-
liberalism (Grahl and Teague 1997, 418). Others argued the fall from favour
was not simply a result of being usurped by neoliberalism, but the failure to
find new ways of exploring contemporary reality (Molina and Rhodes 2002,
325). Although it has been argued that in the 1980s ‘corporatism entered a
terminal crisis as corporatist arrangements were unable to contain distri-
butional conflict in a context of economic crisis and recession’ (Upchurch,
Taylor, and Mathers 2016, 10), in practice corporatist arrangements continued
in some countries in the neoliberal era even if in a revised form (Urban 2012;
Molina and Rhodes 2002). However, scholars have noted that social pacts
have been conspicuous by their absence since the 2008 global economic cri-
sis, suggesting that the exclusion of unions from economic decision-making
is due to the declining social legitimacy of organised labour (Culpepper and
Regan 2014).

In certain locations, the roll-out of vanguard neoliberalism was concurrent
with the use of corporatist arrangements (Adkins et al. 2017; Krinsky 2011). One
of the limitations of the literature on both corporatism and neoliberalism has
been its limited exploration and analysis of these moments. Although some
authors have noted how neoliberalism emerged from ‘among its others’, en-
compassing a mix of ‘non-neoliberal’ features, such work has been of a general
and suggestive character (Peck, Theodore, and Brenner 2010; Jessop 2002). The
Australian Accord was a distinct spatial example of neoliberalism emerging
alongside—and through—corporatism, and this relationship is examined
throughout this book.

While there is variation between corporatist agreements, they have been
understood as distinct from pluralism, which is centred on group multiplicity
and a passive or dispassionate state (Panitch 1981, 25). Corporatism has been
variously understood as interest representation; institutionalised patterns of
policy formation; interventionist state economic policy directed predominant-
ly at business; a structure for managing conflict in advanced capitalism; and a
tool of social control (Wilson 1983, 106-107). For many scholars, corporatism is
understood at a basic level to refer to ‘a political power structure and practice
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of consensus formation based on the functional representation of professional
groups’ (Czada 2011).

Gerhard Lehmbruch’s (1977) influential work argued corporatism is a mode
of policymaking. On this account corporatism is:

... an institutional pattern of policy formation in which large interest or-
ganisations cooperate with each other and with public authorities not
only in the articulation and even intermediation of interests, but also in
the authoritative allocation of values and the implementation of policies.

MOLINA and RHODES 2002, 307

Lehmbruch has been criticised for assuming corporatism is a ‘consensual
collaboration between capital and labour’ (Singleton 1990b, 167). Philippe C
Schmitter’s (1979, 9) prominent approach defined corporatism as a ‘system
of interest and/or attitude representation’ where institutional arrangements
link the ‘associationally organised interest of civil society with the decisional
structures of the state’ His understanding of corporatism, however, did not in-
terrogate the location of corporatism in the wider capitalist system. Schmit-
ter's approach provided ‘little theoretical invitation to challenge pluralism’s
assumption of state neutrality between the groups or to address the differen-
tial power position of the groups themselves in the society’ (Panitch 1980, 167).
Indeed, it remained ‘a “group-theoretical” rather than a “class-theoretical” ap-
proach’ (ibid 1980, 169).

3 Panitch’s Approach

Panitch’s (1986, 1981, 1980, 1977, 1976) analysis of corporatism is a Marxist ac-
count of the use of corporatist frameworks by liberal democratic governments,
and in particular considers their deployment in periods of economic crisis.
Panitch (1981, 24, 1977, 66) argued that the corporatist paradigm is:

... a political structure within advanced capitalism which integrates or-
ganised socioeconomic producer groups through a system of representa-
tion and cooperative mutual interaction at the leadership level and of
mobilisation and social control at the mass level.

This structure is:

...based on a form of systematic political exchange between the state and
trade union leaderships based on a trade off between wage moderation
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and state economic and labour market policies that attempts to resolve
distributional conflicts and the employment-inflation dilemma

UPCHURCH, TAYLOR, and MATHERS 2016, 10

In the Accord, corporatist mutual rights and obligations were manifest for
the trade union movement as the right of representation in decision-making
and an assumption that the relationship of labour to the state ‘would deliver
special access to power and its benefits’ (Hampson 1996, 57), and the obliga-
tion to prioritise the ‘national interest’ and impose this on the labour move-
ment (Kelly 2009, 2; Cahill 2008). In this way, corporatism is ‘an actual political
structure, not merely an ideology’ (Panitch 1981, 24). Panitch noted, however,
that in comparing the scholarly literature, a minimal descriptive definition of
corporatism is difficult to construct and might have limited substantive value.
Panitch (1980, 183-184) argued that this is because the ‘debate over definitions
is really a debate between different theoretical frameworks, in which norma-
tive and ideological preferences play their part.

In reflecting on the experience in Europe after World War 11—and in par-
ticular on corporatism in the UK—Panitch (1977, 74) stated that in almost
all liberal democratic nations ‘in which corporatist structures become at all
important, an incomes policy designed to abate the wage pressure of trade
unions was the frontispiece of corporatist development’ Panitch’s account
emphasised corporatism’s class nature, its role in social control, and the sub-
jective agency of political society in bringing about such arrangements. Thus,
corporatism and, in particular, the incomes policy component:

... involves the explicit acceptance by the organised working class of the
claim that there is a community of interests within existing society, [and |
that the harmony between classes posited by a national integrative politi-
cal party does in fact exist.

PANITCH 1976, 3
As a result:

... when social democracy translates working class loyalty to its party into
loyalty to the nation, the basic dilemma of corporatism—coercion in the
name of harmony—comes to rear its ugly head’.

PANITCH 1976, 247

In regard to British corporatist frameworks, Panitch (1976, 26) argued the suc-
cess in wage suppression was because trade union officials did not only act as
‘representatives’ of the labour movement, but also as agents of control over
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them. This was chiefly because the state could not directly apply a policy of
generalised wage suppression, given it would have resulted in mass industrial
unrest.

The previous chapter highlighted a line of Marxist state theory that both
recognised the real separation of the state and civil society in modern times,
and also delineated the efforts of political society to enwrap and integrate civil
society actors. Panitch’s (1981) account helps to fill in the concrete details of
how such a process can occur through the establishment of corporatist politi-
cal structures. Importantly, while Panitch focused on corporatist arrangements
whereby explicitly class-based interests are accorded privileged representation
within the operations of the state, he also acknowledged that these operate
alongside and in connection with more standard democratic representative
structures—those based on citizenship and individual voting rights. Corporat-
ism and parliamentary democracy can be usefully thought of as two processes
by which the integral state can operate in certain circumstances.

Panitch provided two further insights that are important to the analysis
in this book. First, Panitch (1981, 34—40) argued that there were two waves of
corporatism in the post-World War 11 period. He argued that classic post-war
corporatist efforts were designed to deliver wage moderation in the context of
economic boom and full employment, but that a second wave of such arrange-
ments occurred in circumstances of rising unemployment from the mid-197o0s.
High levels of labour militancy immediately preceded these latter corporatist
efforts, in a period of economic crisis. This experience of industrial militancy
meant workers had the confidence to press for large wages claims, despite the
economic malaise. In agreements from the mid-1970s, state and political soci-
ety actors felt constrained in using the threat or reality of legislative coercion
against organised labour. Instead, the state shifted to allowing greater rank-
and-file participation in industry committees and investment planning bodies,
in order to achieve wage suppression and limit industrial action. While coming
later, and in even more difficult economic conditions, the Australian Accord
is more akin to second wave efforts—like the British Wilson Labour Govern-
ment and Trade Union Congress’s social contract (1974-1979)—than various
European arrangements of the 1940s to 1960s.

The second relevant insight of Panitch (1981, 37) is that this greater depth of
union participation in state structures led some labour leaders and left-wing
political activists to the (somewhat naive) belief that this ushered in ‘the pos-
sibility of class struggle occurring in the corporatist “heart” of the state ap-
paratus’ The reality, Panitch argued, was that such participation amounted to
the opposite of class struggle: class collaboration. As discussed below, some
Australian unions believed that participation in the social contract would
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involve the labour movement pressing for socialist concerns in the heart of the
state.

Even though Panitch did not draw on the same state-theoretical lineage as
I do in this book, his conclusions from analysing the practice of corporatism
post World War 11 allow his insights to be integrated with such a viewpoint.
This is especially the case in Panitch’s demonstration of corporatism as a flex-
ible tool for attempting to integrate civil society forces that threaten to desta-
bilise state rule, which can sit alongside or in connection with other processes
(such as parliamentary democracy). What Panitch has not done sufficiently,
however, is elaborate what it is about the nature of the state—civil society rela-
tionship, more abstractly and generally, that means corporatist structures are
particularly well suited to integrating elements of civil society.

While Panitch was clear that corporatism is a state-centred and state-
managed class project of integration, Gramsci’s conception of the integral
state highlights corporatism as a formalisation of the process of enwrapment.
The integral state concept shows how social contracts are successful not sim-
ply because they are class projects of a capitalist state, but because they are
efforts to integrate (or reintegrate) civil society groups—in particular trade
unions and the broader labour movement—when they threaten to destabilise
state rule or accumulation. Gramsci was clear on how political society enwraps
and overdetermines the social. The importance of this is in highlighting how
corporatism is a mechanism of the integral state seeking to address (temporar-
ily) the separation and antagonism between civil society and the state. Thus,
the conception of the integral state can usefully support and extend Panitch’s
analysis.

4 Corporatism and the Accord

The Accord has variously been referred to as a modified ‘antipodean’ applica-
tion ‘of corporatism’ (Dabscheck 1989, 1); ‘corporatism without business’ (Mat-
thews 1994, 209); and ‘bargained corporatism’ (Singleton 2000, 85-86). Debate
in the scholarly literature has, in part, been concerned with whether the Ac-
cord can be considered ‘fully’ corporatist given capital was not an official party
to the agreement. I take the view that the Accord comfortably fits within the
notion of corporatism as understood by Panitch. The British social contract,
like the Accord, was also a bilateral agreement in which the labour move-
ment accepted ‘voluntary wage restraint [to] assist the Labour Government to
solve Britain’s economic problems’ and in return the government undertook
‘to restore full employment, move towards economic equality and pursue a
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program of legal and social reforms desired by the union movement’ (Odom
1992, 21). Further, and as elaborated later in this book, others have argued that
the Accord was somewhat more tripartite than it first appeared, because of the
industry-focused structures and organisations that flowed from the agreement
(Stilwell 1986, 34). Panitch (1981, 40) argued that:

The resuscitated corporatism of the 1970s was very much dependent on
the bargains struck between social-democratic parties and trade unions;
involving the promise that the compromises made by the working class
in corporatist structures would be compensated for via the parliamen-
tary process, whether through the ‘social wage’, industrial relations legis-
lation or direct impositions on capital.

If this way, although commencing in the early 1980s, the Accord fits neatly into
the conception of corporatism.

Panitch argued that there are recurring problems in the international schol-
arly literature analysing corporatism, and these flow from the pervasive as-
sumption that class harmony can be secured through corporatist agreements.
As will be described below, the problems Panitch identified also arise in the
literature analysing the Accord. First, Panitch argued that scholars tend to pre-
sume that ‘liberal capitalist societies, while subject to tension and strain, are
no longer subject to [class] contradiction with the coming of the welfare state
and state economic planning’ during the long boom (ibid 1977, 66). In other
words, there is a presumption rather than demonstration of ‘an underlying
harmony in modern capitalist societies and that ... the concept of national or
public interest is an unproblematic one’ (ibid 1977, 66—67). From this flows the
lack of a precise theory of the state (on this point see also Wilson 1983, 111; and
Jessop 1979, 190). Second, there is an assumption by scholars of equivalence
on the part of those involved in corporatist arrangements, in particular a cor-
respondence between trade unions and business organisations. The literature
presumes that because the corporatist process was voluntary, it was equal. And
third, the literature tends to not acknowledge the high degree of instability
that marks corporatist structures.

These problems are replicated in the scholarly literature on the Accord. First,
an assumption of social harmony is prevalent, and the social contract is gener-
ally viewed as one that can achieve outcomes in the interest of all Australians
through effecting compromises (Castles, Gerritsen, and Vowles 1996, 216—223).
Most analysis fails to develop an explicit theory of the state and, on the occa-
sions where it is explored, the consideration is underdeveloped (Bramble and
Kuhn 2011; Stilwell 1986, 36) or conflated with a consideration of the nature of
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social democracy or labourism! (Singleton 2000; Beilharz 1994). This has led
scholars to deploy a thin conceptualisation of corporatism.

Second, the scholarly literature tends to assume parties had equivalent
power, because there was mutual agreement to the Accord (Dabscheck 2000;
Singleton 1990b). Given that the social contract committed the parties to cer-
tain actions and compromises on some level, authors tend to assume that all
parties would (or could) equally be made to implement components of the
agreement and that the consequences of any compromises were equal (or at
least involved mutual sacrifice for the national interest). While the literature
acknowledges that the Accord varied over time and that key components were
not implemented, it generally fails to consider whether the nature of corporat-
ism itself produced this outcome. Instead, the literature typically posits that
wider political-economic circumstances left the Accord parties with little or
no choice (Pierson 2002; Singleton 1990b). Further, the literature tends to pre-
sume rather than demonstrate that, on the whole, the unions and the working
class fared better under the social contract than they would have without it
(Spies-Butcher 2012; Ahlquist 2011; Castles, Gerritsen, and Vowles 1996). A pre-
sumption assessed later in the book.

Third, the literature underestimates the instability of corporatism, by look-
ing at it narrowly and based simply on whether the Accord ‘survived’ (Bu-
chanan, Oliver, and Briggs 2014, 296). Panitch has argued that corporatist
agreements are challenging to establish, that once established they are difficult
to protect from internal tensions, but that they can prove durable—‘spanning
the rise and fall of particular governments’ (Panitch 1981, 40). In regard to inter-
nal tensions, corporatist frameworks are difficult to manage, not only because
of the nature of the component groups, but also because the function of the
agreements is founded on the suppression of labour movement interests—
interests that cannot be made party to a corporatist agreement.

While the lengthy period of operation of the Accord and the failure of
the rank and file to revolt against the union leadership would appear, at first

1 There is debate in the literature over whether the Accord is corporatist or labourist (Dabs-
check 2000; Singleton 2000). However, there is no reason to see these as mutually exclusive
(Pusey 1991). If the ‘essence of labourism is the achievement of union objectives through the
exercise of political power’ (Singleton 2000, 87) via the intervention of the trade union move-
ment bureaucracy into the political sphere, and corporatism is understood as a form of man-
aging class conflict, then a commitment to labourism is one way the trade unions come to be
incorporated into the corporatist framework. This book describes labourism empirically in
this way, in reference to the actual social relationships between people in civil and political
society, rather than in reference to some sort of consistent or ongoing ideology in the ALP or
unions.
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glance, to contradict Panitch’s argument of instability, a deeper consideration
reveals this is not the case. When the trajectory of the Accord is considered ho-
listically, including its final phase in the neoliberal re-regulation of industrial
relations in the form of enterprise bargaining, we can appreciate a more pas-
sive decay of the social contract. The Accord was also undermined through the
‘exit voice’ model of dissent, as union members left trade unions in significant
numbers (Dabscheck 2000). Over the Accord period, there was an historic col-
lapse in trade union membership. Dabscheck (2000, 103) argued that this rapid
decline in union density should be read as an exit-voice model of dissent to the
Accord framework, where dissent manifested not in rank-and-file revolt forc-
ing unions to break with the social contract (as in the ‘Winter of Discontent’
in Britain), but in members leaving trade unions altogether. This is discussed
further in Chapter g.

Dabscheck has undertaken the only detailed application of Panitch’s frame-
work of corporatism to understand the Accord. Dabscheck (2000, 94) sum-
marised what he terms Panitch’s life-cycle theory of corporatism’ as involving
the following steps: (1) the rationale or need for corporatism; (2) conditions
for the establishment of corporatism; (3) incorporation of union leaders;
(4) the real role of union leadership in corporatism; (5) reactions by the rank
and file; (6) instability of corporatism; and (7) neoliberal responses. He con-
cluded that Panitch’s analysis is appreciably accurate in regard to the Accord’s
implementation in Australia, in that it largely fitted ‘like a glove’ Dabscheck
(2000, 103) explained that the ‘ALP used its special relationship with the AcTu
to secure the union movement’s pursuit of a pro employer/business/capital
agenda’. However, Dabscheck’s analysis stopped short of integrating Panitch’s
more general argument that corporatism must be seen as a process of state-
structured class rule. Dabscheck also posited that neoliberalism was a response
to the instability of the Accord, which diverges from the argument in this book
that corporatism and neoliberalism developed simultaneously in Australia.
And as will be discussed in Chapters 6-8, the terms of the Accord embodied
key aspects of the neoliberal reform process.

Ian Hampson (1997) argued that two notions of corporatism specifically mo-
tivated elements of the labour movement to participate in the social contract.
First, the unions believed that ‘democratic’ corporatism and its ideology of
‘consensus’ would usefully subordinate domestic antagonisms to the require-
ments of successful industrial adjustment. The model form of corporatism
was argued to be Sweden through the 1960s and into the 1970s, and that this
inspired involvement in the Accord within the Australian trade union move-
ment (ibid 1997, 541). Second, the ALP and labour movement generally argued
that the Accord was the basis for implementing ‘democratic socialism’ (ALAC
1981, 9). Many proponents of the Accord argued its consensus approach was an
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opportunity for the unions to ‘enter into new debates and stake out new areas
of legitimacy for the movement in Australian politics’ (Burford 1983, 8). For a
minority radical element within the trade unions, the notion of corporatism
as a pathway to socialism was a significant attraction (AMwsU 1978; Carmi-
chael 1983). Such an argument was grounded in the view that the state can be
transformed, radically, through the involvement of trade unions in corporatist
arrangements (given they can push for their concerns in the heart of the state).

Yet, as Panitch (1981, 41) pointed out, such views are ‘particularly barren'—
this is because they involve ‘an insufficient appreciation of the role corporat-
ist structures necessarily play, as arenas of top-level bargaining, in forestalling
or constraining working-class mobilisation’. While the founders of the Accord
argued it was an alternate project to the Thatcher and Reagan models (Hawke
1987, 8) and the only alternative model to that of a rising local New Right (acTU
1987; AMWU 1987), the Hawke-Keating era in practice implemented many poli-
cies similar to those of the New Right governments in the UK and US—albeit
through a different mechanism. As Michael Pusey (1991, 7) argued in his key
analysis of vanguard neoliberalism in Australia,? the ALP government and its
policy agenda was ultimately dominated by a ‘semi-Thatcherite “Right” faction
whose ministers control[led] Prime Minister and Cabinet and Treasury and
other key departments’

5 The Context of Arbitration

The Accord has been repeatedly portrayed as the ‘arrival’ of corporatism in
Australia, with the parties to the social contract and analysts positing it as a
revolution in, or reconstruction of, Australian politics (Peetz 2013; Dabscheck

2 Pusey’s book was called Economic Rationalism in Canberra. Initially neoliberalism was called
‘economic rationalism’ in Australia, terms treated as synonymous by many authors (Frankel
1997) and in this book. The ‘term originated under the Whitlam government [1972-1975],
where it had the positive connotation of policy formulation on the basis of reasoned analy-
sis, as opposed to tradition, emotion, and self-interest, but, with the exception of support for
free trade, did not imply a presumption in favour of particular policy positions. Over time,
however, most “economic rationalists” came to assume that reasoned analysis would always
lead to support for free-market policies. Hence, the analytical process could be dispensed
with, and replaced by advocacy of a predetermined set of policies, those of market reform’
(Quiggin 2001, 83). This was the case in the Accord period. Weller and O’'Neil argue the terms
are not synonymous, in that ‘economic rationalism was autocratic but committed to inter-
ventionist government in the service of the community’s (rather than capital’s) interests.
Such an approach is problematic in that it understands neoliberalism as related to ideas, in
particular laissez-faire government, and levels of fidelity to that doctrine (see Cahill 2013 for
a critque of ideas-centred explanations of neoliberalism).
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2000; Kelly 1992; Singleton 1990a). However, the suggestion that the Hawke
government had novel corporatist intentions is a sign of the ‘social amnesia’
that often accompanies great crises (Beilharz and Watts 1983, 27—28). Such a
position disconnects the corporatism of the Accord from a century of arbi-
tration, and elides the implementation of the social contract with Hawke’s
consensus personality (ibid 1983, 28). Since the early years of the 20th cen-
tury at least, Australian trade unions were heavily tied into the state at two key
levels—their connection to an electorally successful labourist political party
and their participation in a formal and highly legally regulated arbitration sys-
tem. Therefore, more or less formal corporatist arrangements can be found at
various points since federation of the Australian colonies in 1901. The Accord
was not corporatism visiting Australia but a deepening of already-existing cor-
poratist arrangements: a process of corporatism within corporatism.

Trade unions have been prominent in Australian politics through their
close relationship to the ALP, a party that was constructed in the late 1800s
out of a combination of various political currents and by unions themselves.
Many trade unions remain formally affiliated to the ALP, have voting rights
within its structures, and provide significant funds to the party. The ALP has
also been ‘integrally identified’ with what is termed the Australian Settlement:
‘the social and economic programme of the (then) new Australian Common-
wealth—White Australia,® arbitration and conciliation, tariff protection and
the primitive beginnings of a welfare state’ (Kelly 1992). The party incorporated
the labour movement into political society and running the state through this
framework.

The ALP has been in power and key to managing almost every significant
economic crisis since federation—the Scullin Government in the Great De-
pression (1929-1932); the Whitlam (1972—1975) and Hawke Governments
(1983—-1996) during the crisis that ended the long boom; and the Rudd and
Gillard Government during the Global Financial Crisis (GFC) (2007-2013)
(Johnson 1989). Thus:

... the ALP must be seen as a national party of crisis management, a party
that seeks to integrate the representatives of the major organised power
blocs into a corporatist political structure while it expands the ranks of
the marginal and claims to represent all people.

BEILHARZ and WATTS 1983, 29

3 White Australia is the name given to the official state policy frameworks that intentionally
favoured immigration from English speaking countries and certain other European (‘white’)
nations. White Australia policy had various forms, and only officially ended in the 1960s (see
Kelly 1992).
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Soon after Federation a unique form of highly structured and state-centric
industrial bargaining, involving both labour and capital, was constructed
in Australia. Its legacy profoundly shaped Australian politics and (later) the
Accord process. In 1904 the Commonwealth government created a Court of
Conciliation and Arbitration. Since then, Australia has had some form of cen-
tralised compulsory arbitration.# The court determined any matters unable to
be resolved between unions and employers; set a minimum living wage; regis-
tered unions and defined their coverage; and developed industrial awards for
occupations (legally enforced wages and conditions).

The idea of compromise in the national interest played an historical role
in arbitration. Justice H B Higgins (1915, 14), the first Chief Judge of the Court,
stated that:

... the process of conciliation with arbitration in the background is substi-
tuted for the rude and barbarous processes of strike and lockout. Reason
is to displace force; the might of the State is to enforce peace between
industrial combatants as well as between other combatants; and all in
the interests of the public.

While Higgins may have hoped for industrial peace via arbitration, the result
was not as simple as that. Centralised arbitration ensured industrial action
continued, built into the centralised system, but it managed militancy and led
trade unions to be (atleast partly) shaped by its structures. Right-wing critics of
arbitration have argued that the process of centralised wage setting increased
industrial disputation beyond what it would have been in a decentralised sys-
tem. They argue that although the rate of industrial disputation declined over
the Accord period, it had historically and consistently been above the 0ECD
average as a result of the system of arbitration (Moore 1998).

4 This structure is unique globally, although a similar system operated for a period in New
Zealand (Barry and Walsh 2007; W A (Bill) Howard 1977, 262). In 1956 the Arbitration Court
was split into the Conciliation & Arbitration Commission and the Commonwealth Industrial
Court. The former made industrial awards and the latter enforced them. The direct descen-
dants of these arbitration bodies in the Accord era were the Australian Industrial Relations
Commission (IRC) and the judges of the Federal Court who heard industrial law cases—
although the Fair Work Commission has now replaced the former. Up until the introduction of
enterprise bargaining in the final years of the Accord, these were changes of form rather than
substance. Throughout this book I use the term ‘arbitration’ or ‘Commission’ to cover these
bodies, unless otherwise specified. I note that Australia also has two side-by-side systems,
for constitutional reasons—a federal system for cross border employment and a state-based
system for employment wholly within a state. State courts in general have mirrored federal
ones, although at times one could be significantly more punitive for workers than the other.
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Analysis of arbitration in Australia has focused on whether or not it pro-
duced ‘dependent union movements’ (Markey 2002; Gahan 1996). The most
influential account of this position, by W A Howard (1977), argued that arbitra-
tion caused Australian unions to develop so as to address the requirements of
arbitration, as opposed to those of their own members. Thus, Howard (1977,
255) argued, Australian trade unions have been incapable of ‘carving out for
themselves an industrial role that is independent of the arbitral system’. The
enmeshment of unions with the state is particularly obvious when considered
in light of compulsory membership in various sectors in the pre-Accord era
(i.e. ‘closed shops’), and very high membership density in others. This resulted
in some unions developing as servicing bodies, rather than organising the local
membership and encouraging active participation. Closed shops were a legacy
of compulsory arbitration and historically non-union labour was not more at-
tractive to employers in a number of key industries, as firms were required
to meet the labour award conditions for both union and non-union members
(ibid 1977, 262). This led to some of the largest unions remaining ‘thinly’ or-
ganised and industrially weak (Barry and Walsh 2007, 58). The dependency
thesis argues that the evolution of the unions and arbitration were closely in-
tertwined, and that each has been dependent on the other.

Some Marxist accounts have argued the legacy of arbitration is that union
organising has often been a model of addiction, and that trade unions devel-
oped an unwillingness to engage in industrial action to win wage increases,
instead preferring conciliation and centralised indexation. This is, in part,
evidenced by the large number of strikes in Australia of one day or less dura-
tion, their purpose being ‘to bring a dispute to the attention of the Arbitra-
tion Court/Commission’ (Bramble 2001, 5-6). Further, in a study of the role
of union officials in the South Australian Branch of the Vehicle Builders Em-
ployees’ Federation (VBEF) between 1967 and 1980, Tom Bramble (1992, 137)
argued that the ‘practices of Australian unions are significantly circumscribed
by the arbitration system’ Bramble (1992, 137) noted that the leadership of
the VBEF believed ‘in the superiority of arbitration over industrial action in
the pursuit of union goals’ and that this created ‘an atmosphere of legalism
in relations with management and a top-down approach to internal union
affairs’

There have been periods, however, where various unions have had a more
mobilisational approach, focused on rank-and-file organising (Bramble 2001).
Other research has questioned the simplicity of the dependency thesis by
demonstrating diversity across union strategy in various time periods (Gahan
1996). It is, however, clear that compulsory arbitration moulded the general
shape of Australian trade unions. As Rae Cooper and Bradon Ellem (2008, 536)
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have argued, while the dependency thesis might not be as simple as posited
by some, the ‘argument has the merit of alerting us ... to the importance of the
relationship between national unions and the state’.

The assumption in much of the scholarly literature is that compulsory arbi-
tration and the election of ALP governments reduced the necessity for union
organising. Unions were seen as ‘simply “receiving” membership rather than
engaging in purposive action to build themselves’ and this meant that they
were not the ‘active agents in deciding their own destiny’ (Cooper and Patmore
2002). However, the line of tension with respect to the legacy of arbitration is
not that unions failed to be active agents in their own destiny or that arbitra-
tion built union density for them. Rather, it is that trade union strategic orien-
tation was developed through accepting the terms set by arbitral structures
and processes.

While this process provided opportunities for union growth and high den-
sity in certain circumstances, it did so by limiting the development of the
unions’ independent social power beyond those narrower terms. When con-
fronted with the Accord and the development of neoliberalism, this weakness
in labour movement strategy contributed to an inability to enact a break with
the social contract—precisely because of the unions’ historical corporatist
logic, the labour movement’s development within a context of arbitration,
and its particular relationship with the ALP. The history of arbitration and
the relationship of the unions to the Labor Party contributed to an inability
to seriously challenge the specifically neoliberal politics and structural reform
embodied in the Accord process and the actuality of the Hawke and Keating
ALP governments. This was, in part, because of the labour movement’s long-
term corralling within corporatist structures.

Arbitration in Australia must be considered both as a form of long-term cor-
poratism and as a class conflict management method in place for more than
a century. Panitch’s argument that corporatism has historically been deployed
to manage labour and wage growth in periods of full employment can assist
in placing the Accord in the longer-term corporatist framework of arbitra-
tion, given that: ‘the problem of labour supply, scarcity, and skill or education
has been a central theme throughout Australia’s economic history’ (Ville and
Withers 2014, loc 1744). This can assist in understanding both corporatism and
the Accord as class strategies. The importance of the Accord is not simply that
it is ‘more’ corporatism, but that it was an especially formal arrangement that
incorporated the trade union leadership into the highest levels of national
economic policy and governance during a protracted crisis. In that sense, the
Accord could be considered the high-water mark of not only Australian corpo-
ratism but of labourism as an institutionalised political project.
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Regarding the impact of corporatist political structures on trade unions,
Panitch (1981, 32) concluded that the:

... primary organisational effect is to articulate the collective mass organ-
isation with centralised state apparatus, by encouraging the centralisa-
tion of the union movement so that union policy is increasingly made
not at the level of locals or individual unions but via the permanent ap-
paratus of confederal centrals.

The Accord intensified this centralisation and articulation, but as part of a lon-
ger history in Australia. The Accord is therefore usefully understood as both
a continuation of Australian corporatism, and a ‘break’ with the arbitration-
based corporatism of the past (in that it involved a more formal and highly
structured regime). The concept of corporatism within corporatism throws
light on the continuity of the ALP’s management of trade unions in relation to
capital accumulation.

The importance of focusing on the corporatist nature of the Accord and the
concept of corporatism within corporatism lies, firstly, in the need to recognise
and delineate the classically corporatist technical arrangements between the
unions, the ALP and the Australian state embodied in the agreement. But, sec-
ondly, it is essential as the basis of a framework that can explain the following:

— Why was the Accord arrangement apposite to the specific conjuncture in
which it arose?

— Why was the Accord successfully implemented so soon after a period of
confrontational union militancy?

— Why did the Accord not end in an open rank-and-file revolt?

— How has the Accord’s success, in serving the interests of the state, also en-
sured that the social basis for another social contract was dramatically un-
dermined and perhaps eliminated?

These questions have been noted here, but are explored in greater detail in
following chapters.

6 Conclusion

This chapter began with a critical appraisal of corporatism, and Panitch’s work

was highlighted because it rejects the idea that the corporatist state can over-
come social antagonisms in civil society in some imagined national interest,
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and also because it highlighted how state action creates outcomes that favour
capital over labour. A Marxist approach to corporatism was articulated, given
its superior ability to understand the internal relationship between corporat-
ism and neoliberalism. Further, Gramsci’s insights around the integral state
were argued to support and theoretically extend Panitch’s account of corpo-
ratism, in order to better delineate how—under capitalism—the political en-
wraps and overdetermines social developments.

In considering how corporatism has been understood within the scholarly
literature on the Accord, I concluded that such analysis has been problematic
and insufficiently attentive to the nature of the capitalist state and the class
content of corporatist arrangements. The scholarly literature on the Accord
assumes, incorrectly, that there is an underlying social harmony and a national
(cross-class) interest in modern capitalism. The Accord was also situated in
the longer historical context of arbitration, articulating the social contract as
a process of corporatism within corporatism. The wider historical background
of state—labour relations is important, not because arbitration and the Accord
were identical, but because they were both state efforts to manage the labour
movement organisationally, by drawing it into a centralised apparatus and ty-
ing it to political society. The book now turns to considering the nature of neo-
liberalism, before examining (over the remaining chapters) how neoliberalism
developed in Australia from amongst its corporatist ‘other’.



CHAPTER 4

Destabilising the Dominant Narrative

The political home of neoliberalism in Australia is, of course, the Liberal
Party itself.

KEVIN RUDD, 2009, The Monthly

1 Introduction

This chapter outlines how we might understand this thing we call neoliber-
alism, and proceeds in two parts. The first part of the chapter addresses the
specificity of the historical development of neoliberalism by engaging with
some of its most influential radical critics, in particular Harvey, Klein and the
geographers Peck, Theodore, Tickell and Brenner. The dominant narrative ac-
cepted by most critical and radical scholars, as to neoliberalism’s historical ori-
gins, is delineated and subjected to criticism. As was noted in the Introduction,
this dominant narrative posits that:

— The origins of neoliberalism are to be found in the ‘vanguard’ projects of the
late 1970s to mid-1980s in Chile, the US and UK.

— These geographically specific experiences represent original types, from
which neoliberalism was later exported elsewhere.

— Neoliberalism was a project of the political (New) Right and that social
democratic parties were not significant to its vanguard phase, instead im-
plementing it later in a moderated form.

— Neoliberalism is a state-led coercive project and that it is imposed on
labour.

I destabilise this prevailing account by outlining how, in Australia, a social
democratic party working through a consensual social contract with the la-
bour movement constructed neoliberalism. This claim is supported by more
detailed and concrete evidence in the remaining chapters.

The second part of the chapter argues it is particularly useful to under-
stand neoliberalism as a state-centred hegemonic political project remaking
capitalist production and social reproduction since the end of the long boom.
I argue for an approach that rejects tendencies toward economically, politi-
cally or ideologically determinist explanations. Neoliberalism is understood as
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a political project that cannot be defined only by a simple and consistent set of
ideas, policies and/or economic outcomes across different spatial and tempo-
ral instances. Nevertheless, it does constitute a relatively coherent and under-
standable response to the specific features of the protracted economic crisis of
the 1970s and 1980s in both national and global economies. The centrality of
political practice, specifically how under capitalism political society enwraps
civil society, is emphasised. Thus, the economic and ideological aspects of neo-
liberalism come together in the cohering of a contingent political project that
draws from and impacts on capitalist social relations.

Importantly, the neoliberal project is at its heart a class project, systemati-
cally defending and extending the social power of the ruling social group in
capitalist society—the capitalist class or bourgeoisie. While the first section of
the chapter critiques Harvey’s ‘dominant narrative’ view of the origins of neo-
liberalism, the second section scrutinises his understanding of neoliberalism
as a class project—contrasting this with the work of Michael Howard and John
King (2008) and Neil Davidson (2010). The chapter concludes by considering
how the conceptualisation of neoliberalism outlined in this chapter can in-
form a more detailed political-economic account of the Accord as the central
element of the vanguard neoliberal period.

11 Conceptual Diversity

It is important to note that the term neoliberalism is diversely deployed within
the social sciences. The term’s meaning is often imprecisely defined and is the
subject of contestation (Flew 2014). In the hands of various authors it can refer
to: (1) a doctrine, set of ideas and/or ideology; (2) a set of economic policies,
an entire economic regime and/or a distinct phase of capitalism; (3) a political
project, form of political rule and/or type of state; (4) a category of denuncia-
tion or criticism; (5) a governing rationality; and (6) a complex mix of some or
all of these elements.

Deployment of the term has often obscured its meaning more than illumi-
nated a coherent story (O’Connor 2010, 691). At times authors refer to a ‘neo-
liberal era), signposting the term as the period after the end of the long boom
(Cooper 2008), while others claim it is a theoretical rejection of Keynesianism
(Lavelle 2010, 56) or related to the policy-led transformation of institutions
(Prasad 2006). A growing number of writers emphasise that ‘actually existing
neoliberalism’ is a departure from the neoclassical and neoliberal theoreti-
cians who are its supposed inspiration (Cahill 2010a; N. Brenner and Theodore
2002b). More recently, debates have raged since the 2008 economic crisis as to
whether neoliberalism persists or has faltered (Duménil and Lévy 2011; Crouch
2011; Saad-Filho 2010).
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Most recently, scholars have questioned the usefulness of the term neo-
liberalism and highlighted the tendency for new work simply to add another
more precise definition of the concept (in the mind of its author) in an ef-
fort ‘to refine, complicate and extend old concepts, or to proliferate new ones’
(Venugopal 2015, 171). Some have urged caution (Konings 2014), while others
have suggested the conception be set aside because of its incoherence, impre-
cision and the disagreements around it (Dunn 2015; Venugopal 2015). While
authors may have found solace in emphasising neoliberalism’s hybridity and
variegation, this has not necessarily enhanced understandings of the nature of
the neoliberal project.

So before proceeding, and in the midst of this controversy, it is important
to be clear on why it is useful to use the term at all. Peck (in an interview with
Brogan 2013, 183) has suggested there is ‘no point in holding onto the concept
of neoliberalism for its own sake [and] it has to be doing some work’. The ‘work’
Peck (ibid 2013, 183) has said the term does ‘is to force you to think through con-
nections across different geographical sites and historical time periods'—to
consider ‘connections between neoliberal projects in one place and another,
their family resemblances and structural features’ The connections—be they
the response to the global profitability crisis that emerged in the 1970s or the
efforts of elites to restrict union power—must be considered concretely in any
location, but also understood as part of changes beyond that location. It is for
this reason that this book is particularly concerned with the prevailing narra-
tive of the development of neoliberalism, and how this has shaped and limited
a consideration of neoliberalism’s global development and content—including
an analysis of the Accord and political economic change in Australia—in the
scholarly literature.

There is still work to be done—including by Marxist scholars—to deliver
increased clarity on the processes of neoliberalism and the nature of economic
reform in the wake of the end of the long boom. In short, ‘it is fair to say that we
do not know all there is to know about this thing we call “neoliberalism” and,
moreover, that its usefulness as an analytical category is still contested’ (Birch
2015, 581).

2 The Dominant Narrative

While recent scholarly work argues neoliberalism takes diverse forms (N. Brenner,
Peck, and Theodore 2010), most critical accounts have tended to cleave closely
to what this book terms the ‘dominant narrative’ of neoliberalism’s historical
development. This dominant narrative has four key features that concern the
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analysis in this volume. First, most accounts locate inaugural events and par-
adigmatic cases of neoliberalism in the Nyc fiscal crisis of 1975-1981; during
the mid-1970s in Chile during the dictatorship of Augusto Pinochet; and in the
New Right governments of Thatcher in the UK (1979-1990) and Reagan in the
US (1981-1989). Second, such a story sees the widespread development of neo-
liberalism as being based on its later export from these original (ideal type) lo-
cations to elsewhere, rather than understanding it as a global process from the
start. Third, the narrative holds that social democratic parties were not signifi-
cant in the introduction of neoliberalism in its ‘vanguard’ period (of the late
1970s to mid-1980s), implementing it only in moderated forms and in the wake
of projects of the New Right. That is, social democrats and labour movements
follow the neoliberal path opened by the Right (Peck, Theodore, and Brenner
2010). Fourth, the story contends that coercive state action has been the key
method by which reforms were implemented, including direct state repression
by dictatorships; defeat of trade union resistance by the state through set-piece
confrontations; imposition of structural adjustment in the Global South; and
the use of ‘shock’ or crisis to impose neoliberal change (Mirowski and Plehwe
2009; Klein 2007; Harvey 2005). Of particular interest to this book is that the
dominant narrative casts the labour movement as almost exclusively an object
and victim of change.

These aspects of the dominant narrative are found in much of the scholarly
literature (see Weller and O’Neill 2014; Peters 2011; Davidson 2010; Klein 2007;
Harvey 2005; Peck and Tickell 2002; and Teeple 2000 as examples). This chapter
interrogates the manifestation of this dominant narrative in three significant
and influential accounts—those of David Harvey, Naomi Klein and the jointly
written work of Neil Brenner, Jamie Peck, Adam Tickell and Nik Theodore. The
work of these authors is central to critical appraisals of the neoliberal era. No-
tably, even in the work of geographers Brenner, Peck, Tickell and Theodore—
who emphasise the ‘variegation’ of neoliberalism across time and space—the
dominant narrative persists. However, the following discussion will consider
how analysis might move beyond the prevailing origin story of neoliberalism
through their notion of neoliberalism developing ‘among its others’ (Peck,
Theodore, and Brenner 2010, 104).

2.1 Harvey: A Brief History of Neoliberalism

Harvey’s seminal book A Brief History of Neoliberalism (2005) has provided
a detailed exposition of the development of neoliberalism, building on a
conceptual framework he earlier developed in The New Imperialism (2003).
Harvey (2005, 13) has cultivated an historical narrative within a framework that
emphasises the uneven geographical development and ‘the complex ways in
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which political forces, historical traditions and existing institutional arrange-
ments all shaped why and how the process of neoliberalisation actually oc-
curred’ He argued that neoliberalism is a project to restore class power, made
possible by capital and national states, in the wake of the economic crisis and
social conflict of the 1960s and early 1970s.

Harvey has posited the origins of neoliberalism as principally the story of its
development in Chile, through to the NYc Council fiscal crisis, and then to the
US more widely under Reagan and the UK under Thatcher.! These four loca-
tions form the cornerstone of his analysis. He has argued that, inspired and
influenced by the intellectual efforts of University of Chicago-trained econo-
mists and the Mont Pélerin Society, Reagan and Thatcher led governments that
implemented neoliberalism in two of the world’s largest economies. Reagan
and Thatcher ‘seized on the clues they had (from Chile and Nyc) and placed
themselves at the head of a class movement that was determined to restore its
power’ across the globe (ibid 2005, 63). These actors:

... plucked from the shadows of relative obscurity a particular doctrine
that went under the name of ‘neoliberalism’ and transformed it into the
central guiding principle of economic thought and management (ibid
2005, 2).

Harvey has argued (2005, 8) that the ‘first experiment with neoliberal state
formation’ in Chile, in the wake of the Pinochet coup on 11 September 1973,
was achieved through the US’s central role in overthrowing the Salvador
Allende government and the influence of ‘the Chicago boys’ when they were
‘summoned to help reconstruct the Chilean economy’. Harvey (2005, 88) has
also argued that, although a map of neoliberalisation is difficult to construct
because of only partial progress in most countries, clearly ‘the UK and the US
led the way".

Harvey has emphasised a distinction between the introduction of neoliber-
alism by dictatorships, in Chile and Argentina, and its ‘democratic’ introduction
by Thatcher and Reagan. Harvey (2005, 40—41) has argued the introduction of
neoliberalism in the latter locations was achieved through the construction of
consent. He drew on Gramsci’s notion of ‘common sense’ to argue assent was
developed through various ideological and cultural mechanisms assembled on
the material basis of the experience of daily life under capitalism in the 1970s.
Central to his analysis of how consent was constructed, however, are acts of

1 Although Harvey discusses China at length, this is not common across the dominant
narrative.
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state coercion. For example, Harvey has viewed the disciplining of labour by
Thatcher and Reagan—through economic policy and industrial disputes—as
fundamental to their ability to introduce reforms. Inflation and a rising wave
of unemployment in Europe and the US ‘created the conditions for a new
discipline of labour’ imposed by the state (Duménil and Lévy 2005, 11). Those
governments used set-piece confrontations as a coercive tool to defeat unions.
Reagan defeated the PATCO union when he fired striking air traffic controllers and
jailed their union leaders in 1981, despite promising in 1980 to work cooperatively
with the union (who supported his election) over industrial and safety matters
(Harvey 2005, 25, 59; Armstrong, Glyn, and Harrison 1984, 418—423). In March
1984, Thatcher triggered a confrontation with the National Union of Minework-
ers (NUM) by announcing a wave of redundancies and pit closures (Harvey
2005, 59). The NUM strike lasted for a year and, despite widespread public sup-
port for the miners, was won by the conservative government (Davidson 2010,
36-37; Harvey 2005, 59). Thus, according to Harvey, coercive methods had to
be used to push through neoliberalism in both democracies and dictatorships.
Harvey (2005, 3) has argued that following the introduction of neoliberalism
in these particular places almost all states have ‘embraced, sometimes volun-
tarily and in other instances in response to coercive pressures, some version
of neoliberal theory and adjusted at least some policies and practices accord-
ingly’. While Harvey has referred to neoliberal reforms by social democratic
parties in later periods, he did not consider locations where the introduction
of neoliberalism in the vanguard period was accomplished by such political
formations—most particularly the social democratic and labourist govern-
ments in Australia (from 1983) and NZ (from 1984). Similarly, for Harvey (2005,
63) social democratic governments were ‘followers’ of vanguard neoliberalism:

[The] genius [of Reagan and Thatcher] was to create a legacy and a tra-
dition that tangled subsequent politicians in a web of constraints from
which they could not easily escape. Those who followed, like Clinton and
Blair, could do little more than continue the good work of neoliberalisa-
tion, whether they liked it or not.

Harvey’s restricted choice of paradigmatic locations produces an incomplete
and one-sided account of neoliberalism’s origins and trajectory, whereby: it
is led by the forces of the New Right; where state coercion of organised la-
bour is needed not just by authoritarian but also by democratic governments
implementing it; and, where labour movements and left-wing parties are at
best followers and at worst passive victims of vanguard neoliberal change.
This is not simply an issue of Harvey failing to mention the country of study
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involved in this book. Harvey’s oversight of Australia is problematic because
of the scholarly recognition of how the implementation of neoliberalism in
Australia influenced the British Third Way (Johnson and Tonkiss 2002; Pierson
and Castles 2002).

2.2 Klein: The Shock Doctrine

Klein’s account of neoliberalism in The Shock Doctrine (2007) has been fre-
quently discussed in the scholarly literature. With over seven thousand cita-
tions in Google scholar it is distinguished as one of the most citied texts on
neoliberalism, and has been widely influential on social movement activists
campaigning against neoliberal policies. Other authors have also developed
Klein’s ideas through their analysis of corporations and state power in the con-
temporary era (Loewenstein 2015). Klein has argued that nation states have
used ‘disasters’ of various kinds to transform aspects of society and implement
neoliberal policies. Klein’s approach has been to conceptualise transitions to
neoliberalism as ‘eventful temporality: the coups, crisis and shocks that usher
in neoliberal policies’ (Krinsky 2011, 387). She has cited Friedman’s argument
that ‘only a crisis—actual or perceived—produces real change [and that when]|
a crisis occurs, the actions that are taken depend on the ideas that are lying
around’ (Friedman 1962, xiv; Klein 2007, 140). Klein has viewed ‘neoliberalism
as the manifestation of the inner logic of corporate capitalism and “shock” as
the means by which it can be realised’ (Davidson 2010, 16). For Klein, the timing
of such shock therapy is related to a political ‘counter-revolution’ against the
Keynesian economic policies and social ‘compromise’ effected during the long
boom (Klein and Smith 2008, 583).

Klein (2007, 75-87) has argued that the origins of neoliberal ‘shock therapy’
are to be found in the ‘laissez-faire laboratory’ of the Pinochet coup in Chile,
followed by the Argentinian military dictatorship of 1976-1983 (ibid 2007, 98—
15). Like Harvey, she has proposed that the implementation of neoliberalism
by Thatcher was a process of its transition to a democratic footing. Klein (2007,
140) has argued that, in the UK, neoliberalism’s advance was made possible by
the manufactured shock of the Falklands War being able to:

... unite the country, [during] a set of extraordinary circumstances that
justified [Thatcher’s] use of emergency measures and repression—a cri-
sis that made her look tough and decisive rather than cruel and regressive.

In The Shock Doctrine, Klein examined the rise of ‘disaster capitalism’ through
various other ‘shocks’, including the disintegration of the Soviet Union, natural
disasters like Hurricane Katrina, and the invasion of and wars in Iraq and



DESTABILISING THE DOMINANT NARRATIVE 59

Afghanistan. Prominent in Klein’s account is her observation that neoliber-
alism does not enjoy common assent and it has come about through forcing
economic change on populations in moments where social resistance is un-
likely to develop. For Klein, neoliberalism is—to a significant extent—built on
secret and hidden processes, when the population is distracted by the impact
of shock events.

There are a number of problems with Klein’s approach, some of which re-
sult from her acceptance of the dominant narrative and others that arise from
her thesis of ‘shock’ Klein has placed ideas at the centre of her analysis and
provided little to substantiate why certain ideas become influential in certain
locations (Cabhill 2013, 72). In understanding neoliberalism as the ideological
defeat of Keynesianism (Klein and Smith 2008, 584), she has largely limited her
analysis to those locations where New Right governments enacted the political-
economic transformation in the 1970s and 1980s. Like Harvey, she has failed to
acknowledge where and how social democratic parties introduced neoliberal-
ism in the vanguard neoliberal era. Klein has also failed to explain examples
of crisis and shock where neoliberalism was not implemented (Davidson 2009,
168). In the case of the former, she cannot account for why neoliberal restruc-
turing took place in some locations without shocks (such as Australia and
NZ). In the case of the latter, she cannot account for the greatly different eco-
nomic policies that were implemented following different US-backed coups
(eg. Indonesia’s coup in 1965 being followed by vastly different policies to those
of Chile’s coup in 1973).

Most pointedly, if Klein’s thesis of shock were correct, then the Fraser Gov-
ernment in Australia should have been able to introduce neoliberal policies
in the midst of a protracted economic crisis and in the wake of the politi-
cal upheaval of the 1975 administrative ‘Dismissal’ of the Whitlam govern-
ment. As described in the next chapter, those circumstances of crisis and
‘shock’ underlay why Fraser and the New Right could rot cohere a neoliberal
project. While Klein has usefully highlighted how politics can shift quickly
in situations of crisis—with neoliberal reforms able to be introduced more
quickly than at other points in some cases—this is more generally true of
the history of capitalism. Klein has failed to provide specificity to her under-
standing of the neoliberal era. Further, as John Krinsky (2011, 387) usefully
notes, the focus on ‘turning points may obscure strong continuities with the
past.

2.3 Peck, Theodore, Tickell and Brenner: ‘Neoliberalisation’
That neoliberalism developed on different time scales, in different locations,
and in varied sequences, has been emphasised in the work of Peck, Theodore,



60 CHAPTER 4

Tickell and Brenner.2 While the work of these theorists is not entirely com-
patible with a class-based account of neoliberalism as advanced in this book,
the strength of their analysis is that they have comprehended neoliberalism
as a process rather than an outcome, and its development as variegated (Birch
2015). These authors have argued that, given the multifaceted ways in which
neoliberalism has concretely developed, there ‘is no paradigmatic ground zero’
(Peck, Theodore, and Brenner 2010, 104). They have used the term ‘neoliberali-
sation’ to emphasise it as a process of ongoing renovation. Peck, Brenner and
Theodore (2010, 104) have argued it is not a process with a fixed endpoint—a
utopian vision that capitalism struggles towards—but rather that it:

... should be conceived as [a] hegemonic restructuring ethos, as a domi-
nant pattern of (incomplete and contradictory) regulatory transforma-
tion, and not as a fully coherent system or typological state form. As such,
it necessarily operates among its others, in environments of multiplex,
heterogeneous, and contradictory governance.

Yet even in arguing this, these authors have posited an origin and transmission
thesis for neoliberalism that reflects the aforementioned dominant narrative
such that:

... neoliberal doctrines were deployed to justify, inter alia, the deregula-
tion of state control over industry, assaults on organised labor, the reduc-
tion of corporate taxes, the downsizing and/or privatisation of public
services and assets, the dismantling of welfare programs, the enhance-
ment of international capital mobility, and the intensification of interlo-
cality competition.

Pinochet’s Chile represented the first example of neoliberal ‘shock
treatment, while Thatcherism and Reaganism were among its defin-
ing, vanguard projects. More moderate and muted forms of a neoliberal
politics have also been mobilised in traditionally social-democratic or
Christian democratic states such as Canada, New Zealand, Germany, the
Netherlands, France, and Italy. Furthermore, following the debt crisis
of the early 1980s, neoliberal programs of restructuring were extended
selectively across the global South through the efforts of US-influenced

2 Peck, Theodore, Tickell and Brenner have published analysis together, in various combina-
tions. For the purposes of the discussion in this section, the commonalities in their analysis
are treated as a common body of work.
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multilateral agencies to subject peripheral and semi-peripheral states to
the discipline of capital markets.

PECK, THEODORE, and BRENNER 2009, 50

In this passage, Peck, Theodore and Brenner have presented an origin story that
begins with Pinochet, Thatcher and Reagan. These seminal projects are then
followed by, on the one hand, neoliberalism in social democratic states where
it appears in a ‘moderate or muted’ form and, on the other, by the transmission
of neoliberalism to the Global South. Further, neoliberal doctrine is seen as
being deployed to justify the project’s assault on organised labour, where trade
unions are the object and victims of that project.

Peck and Tickell (2002) and Brenner and Theodore (2002a) have also de-
ployed the terms ‘roll-back’ and ‘roll-out’ neoliberalism in relation to the domi-
nant narrative. Both of these are processes and periods of neoliberalism, in
which the former relates to ‘the Thatcherite and Reaganite era of privatisation
and deregulation, and the latter is represented by Third Way doctrines of state
building and marketisation of public services’ (Birch 2015, 579; see also Tick-
ell and Peck 2003). While the strength of this approach is how it tentatively
periodises neoliberalism and its contingent development across the globe
(a method also undertaken in the next chapter of this book), it is too con-
strained by the dominant narrative to map the case of Australia—and as will
be argued in Chapter g, to account for other between these words. Should read
to other locations as well.

While emphasising the ‘more than contingent differences’ between ‘the ac-
tually existing reform programs found’ internationally, the authors have im-
plicitly accepted the UK and the US as original models that other countries
are measured against (Peck, Theodore, and Brenner 2010, 104). This is clear, for
example, in their claim that the introduction of neoliberalism in New Zealand
by a social democratic government was a restrained version of the ‘full’ model
in other locations (ibid 2009, 50). It is difficult to maintain the view that the
vanguard neoliberal experience in NZ was a ‘moderate’ or ‘muted’ version of
those that were developing simultaneously in the UK and US, given 1980s re-
forms in NZ: re-regulated the country’s finance sector; undertook significant
structural adjustment of its largely protected economy; extensively restruc-
tured the state and welfare sector; suppressed the labour movement; ensured a
significant shift in the distribution of wealth and income away from the work-
ing class; and caused a split the country’s Labour Party by provoking bitter in-
ternal party dissent to these processes (Kelsey 2014, 1995; Roper 2005). Indeed,
it was noted from early on that the ‘New Zealand Experiment’ implemented a
‘Reagan-style program of market reforms’ and became ‘a privileged prototype
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for neo-liberal reform, endorsed by international agencies (IMF), business
associations (European Management Forum) and think tanks (International
Institute for Economics)’ (Clancy 1996, 1). Jessop even remarked that neoliber-
alism in NZ was perhaps the ‘least impure form’ over the early shifts to neolib-
eralism in uncoordinated market economies (Jessop 2002, 457).

2.4 Destabilising the Dominant Narrative

The above limitation aside, Peck, Theodore, Tickell and Brenner have also
moved the conceptualisation of neoliberalism forward in their warning
against erecting a theoretical wall between neoliberalism and its ‘others..
They have emphasised that neoliberalism does not stand ‘separate from other
social formations and political projects’, and that seeing it as such ‘seriously
misconstrues both the character of neoliberalism and the nature of its advance’
(Peck, Theodore, and Brenner 2010, 103). As such, neoliberalism (as highlight-
ed earlier in this chapter) ‘necessarily operates among its others, in environ-
ments of multiplex, heterogeneous, and contradictory governance’ (ibid 2010,
105). And:

More than this, neoliberalism invariably exists in an essentially parasiti-
cal relationship with those extant social formations with which it has an
antagonistic relationship, such as state socialism, social democracy, or
neoconservative authoritarianism.

ibid 2010, 105

It is by understanding neoliberalism as advancing among and through it
others—and in the case of Australia through corporatism and the Accord—
that a richer narrative as to neoliberalism’s origins can be located. This is ex-
plored concretely in coming chapters by examining the relationship between
the Accord and the neoliberal project in Australia.

Employing a somewhat different framework to that of Peck, Theodore, Tick-
ell and Brenner, but arriving at a similar conclusion, is John Krinsky’s (2011)
account of the Nyc budget crisis of the mid-1970s. In examining a process
of austerity and restructuring, Krinsky has highlighted how long-established
corporatist structures of trade union cooperation with the Nyc Council were
deepened at the same time as the neoliberal project was driven through (dis-
cussed further in Chapter 8). In Australia, neoliberalism was also entwined
with the deepening of longstanding corporatist arrangements through a for-
malised social contract in the form of the Accord.

Meanwhile, Connell and Dados (2014) have taken to task the predominance
of Northern narratives of neoliberalism in the social sciences, in which both
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intellectual drivers and political economic changes are seen as emanating from
US and European examples. They have argued that the story of neoliberalism
in mainstream theory is of a phenomenon arising in the global North (in the
US and UK in particular) and later exported to the global South. For them,
such interpretations place the global North at the centre of the development
of neoliberalism and eschew the experience of the global South. Connell and
Dados’s argument is that neoliberalism in the global South should be under-
stood as a development strategy, supplanting those pursued prior to the 1970s.
Connell and Dados (2014, 132) have not argued that the Northern narrative
needs to be replaced by a Southern one, even if a single ‘Southern narrative’
were possible, but that there can be an ‘enriched understanding of neoliberal-
ism ... when the social experience and intellectual production of the global
South are prioritised.

In a further destabilisation of the dominant narrative is tackled in Chapter
9, in considering how others analysing the US and UK have pointed to the fact
that, in the period prior to the election of Reagan and Thatcher, trade unions
played an active role (working in tandem with business, the state or both) in
efforts to hold down wages or industrial action in the midst of the 1970s crisis.
Such alternative analyses allow for the examination of a new set of issues that
are excluded from the dominant narrative. Analysis of the consensual role of
labour in the production of neoliberalism in Australia requires this kind of ap-
proach. This is not to argue that the advance of neoliberalism in the UK and
US is less important or less ‘typical’ than elsewhere. In fact, it is in many ways
the opposite, because of the economic size and the relative geopolitical weight
of those two countries. Both countries could and did play a decisive role in
the development of neoliberalism within their respective regions and globally,
particularly the US. That is different, however, from seeing developments in
those locations as prototypical or primarily causative of developments else-
where. Rather, there is a tension between commonalities and divergences in
different neoliberal projects. As Gramsci wrote in his Prison Notebooks, and as
mentioned in the Introduction:

... finding the real identity underneath the apparent differentiation and
contradiction and finding the substantial diversity underneath the ap-
parent identity is the most essential quality of the critic of ideas and of
the historian of social development (2011, 128-129; Q1 §43).

In examining tensions between the concrete experiences of vanguard neolib-
eralism and the dominant narrative, greater clarity can be gained as to the con-
tent of neoliberal social development. The foregoing critique of the dominant
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narrative offers more than just the possibility of expanding the range of
national locations and historically specific paths within and along which
neoliberalism has developed. Destabilising the dominant narrative also opens
the possibility of grasping neoliberalism as a political project centred on class
relations and class power—not one necessarily attached to the ideas and ac-
tions of the New Right. It is to mapping out a class-centred definition of neo-
liberalism that this chapter now turns.

3 A Class Approach to Neoliberalism

This next section critically reviews class theoretical approaches to neoliberal-
ism, arriving at a definition that is consistent with the framework of state—civil
society relations established in Chapter 2. The starting point is a further en-
gagement with Harvey’s A Brief History of Neoliberalism, in order to highlight
his pivotal application of Marxist categories. While Harvey’s overall conten-
tion that neoliberalism represents a form of class rule is compelling, one of his
key theorisations requires closer examination—his definition of neoliberalism
as ‘the restoration of class power’. While the argument developed in this sec-
tion—that neoliberalism is best grasped as a hegemonic political project—
would seem to be compatible with Harvey’s thesis of the ‘restoration of class
power’, I'set out the divergence in our approaches. Davidson’s work is similar to
Harvey’s, in that they both conceive of neoliberalism as a political project and
as being about class power (although they differ on how they understand this).
The strength of Davidson’s analysis over Harvey’s is his periodisation of neo-
liberalism, which emphasises shifts in form and content in relation to global
and national politics.

This book has sympathy for, but rejects, the explanation of neoliberalism
offered by Howard and King (2008, 2004). Howard and King have viewed neo-
liberalism as a new phase of capitalism, where the development of the pro-
ductive forces (i.e. technological development) causes processes of market
creation and expansion to outpace processes of market elimination. Their po-
sition has a great strength over many other explanations of neoliberalism in
that it attempts a materialist account of one important feature: that, from the
late 1970s onwards, there was a generalised increase in the prominence of mar-
kets in areas of economy, politics and ideology. Yet there is a difficulty in their
theorisation, which is based on Cohen’s (1978) reinterpretation of aspects of
Marx’s theory of history, in that they have understood various social and politi-
cal actors as largely passively following behind technological change—even if
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they have allowed for certain feedback mechanisms from social relations and
so-called ‘superstructures’

Howard and King’s account, therefore, has tended to reduce a wide variety
of forms of political development—in the period when neoliberalism became
hegemonic—to the idea that the return of markets to prominence (over a
prolonged period) was eventually and inevitably followed by a delayed adap-
tation of social relations, legal and political forms, and ideas. While perhaps
having power as a ‘broad sweep’ theory of the underlying reasons for neoliberal
change, it has remarkably little to say about the actions of real people engaged
in social and political contests.

Nevertheless, Howard and King (2008, 8) have usefully challenged simplistic
left-wing accounts of the rise of neoliberalism in that:

... we do regard the existing explanations of neoliberalism cast in terms
of economic and political factors as flawed. Most particularly, what has
become the orthodoxy of the Left is deficient. The emphasis here is placed
upon the decline in profitability that engulfed advanced capitalism in the
late 1960s. This, it is claimed, activated property owners to pressure and
support state policies seeking to break the power of the organised work-
ing class, and restore the profitability of capital through neoliberal re-
forms. Again we can accept the facts upon which this account is based,
but the interpretation fits Britain and New Zealand far better than West-
ern and Central Europe or the United States. And it fails to explain why
the working class was defeated so easily, and remained defeated in the
ensuing decades. Nor is it explained why the instruments of defeat were
neoliberal policies rather than a resort to extra-economic disciplinary
measures. Finally, the abandonment of Social Democratic principles in
favour of neoliberalism by the political parties of the Left throughout ad-
vanced capitalism hardly fits with this class struggle perspective.

It is the contention of this book that a more developed understanding of the
relationship between civil society (and the ‘economic’ relations at its founda-
tion) and the state, of the sort outlined in Chapter 2, can account for the gaps
in the ‘orthodox’ Left perspective. Moreover, this can be achieved without
needing to reject a central Marxian concern with how capitalist social rela-
tions produce class struggles, and how these play out in the social and political
spheres.



66 CHAPTER 4

3.1 Harvey: ‘The Restoration of Class Power’

While Harvey’s work has been productively criticised by other authors who
see class as central to understanding neoliberalism (Cahill 2014; Ashman and
Callinicos 2006), his analysis remains the most cited and widely read of any
Marxist account. Harvey (2005, 16) has argued that neoliberalism is ‘a project
to achieve the restoration of class power’ in the wake of the economic crisis of
the 1970s. Harvey (2005, 19) has asserted that we can:

... interpret neoliberalisation either as a utopian project to realise a theo-
retical design for the reorganisation of international capitalism or as a
political project to re-establish the conditions for capital accumulation
and to restore the power of economic elites.

For Harvey, the second understanding is correct. Although emphasis on the
mechanisms through which this has occurred vary, a similar argument that
neoliberalism was an attempt to ‘re-establish the conditions for capital accu-
mulation’ has been made by many other Marxists (Selwyn and Miyamura 2014;
Panitch and Gindin 2012; Duménil and Lévy 2011; Saad-Filho 2010; R. Brenner
2006).

For Harvey, the development of neoliberalism was purposive and inten-
tional even if experimentation occurred to determine preferred paths. Harvey
(2005, 2) has argued that neoliberalism is a distinct and new phenomenon,
involving an ‘emphatic turn ... in political-economic practices and think-
ing’. This analysis has placed political-economic change at the centre of
understanding the contemporary era, in particular problems of capital ac-
cumulation. Yet Harvey’s definition has partly foregrounded neoliberalism as
synonymous with, and deriving supremacy from, its ideology even as he is
deploying ‘a class-based analytical lens’ (Cahill 2013, 72). This is problematic
because it can lead to aligning neoliberalism with its ideological facade, both
in terms of its relationship with neoclassical economic theory and in how the
state should function.

Furthermore, by stating that ruling class power needed to be ‘restored’, Har-
vey has implied that the capitalist class suffered diminution of its power dur-
ing the long boom. Such a claim requires careful consideration given the long
boom was the most stable and successful period of capital accumulation in
history. Harvey has presented two key arguments for his ‘restoration of class
power’ thesis: first, economically, that there was a drastic shift in the share of
income and wealth away from labour in the neoliberal period; and second, po-
litically, that neoliberalism was a reaction to the rising social movements of the
1960s and 1970s.
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The key piece of evidence Harvey (2005, 17) has mobilised in support of his
first argument is the shift in share of national income for the top 0.1 percent of
the population in the United States, the graphical representation of which in
A Brief History of Neoliberalism bears the title ‘The Restoration of Class Power’.
He also deployed the work of Duménil and Lévy on income shifts, quoting
approvingly their argument ‘that neoliberalism was from the very beginning
an endeavour to restore class power to the richest strata in the population’
(Harvey 2007, 28). Thus, neoliberalism is seen as the articulation of particu-
lar class interests, in response to economic and social changes, which drove
the transformation from the post-World War 11 era to the superficially mar-
ket-based neoliberal framework that emerged in the 1970s (Duménil and Lévy
2012).

The second part of Harvey’s argument was premised on the growing strength
of labour and social movements and their threat to capitalism, both in the US
and more globally (Harvey 2005, 14-15). Harvey has argued that there was a sig-
nificant threat to the ruling class in the form of economic crisis and organised
labour’s efforts to maintain wages and conditions. The crisis threatened the vi-
ability of certain sectors of capital, as well as the fiscal integrity of government
budgets through declining taxes, and therefore the ruling class sought the res-
toration of accumulation and power in restructuring production and attacking
workers’ wages and conditions. Harvey’s contention was that the:

... conjoining of labour and urban social movements throughout much of
the advanced capitalist world augured a socialist alternative to the social
compromise between capital and labour that had grounded accumula-
tion so successfully in the postwar period.

HARVEY 2007, 27

However, Harvey’s class power formulation is problematic in that it suggests
that the capitalist class was less powerful in the period of the long boom and
that capitalism was placed under increased constraint by civil society (this po-
sition is also argued in Klein and Smith 2008; and Duménil and Lévy 2011). How
the most stable and successful period of capitalist accumulation in history was
also one where the ruling (capitalist) class was ultimately losing or lacking
power is never fully spelled out. Furthermore, the long boom was accompa-
nied by what was universally experienced as profound social stability in most
rich Western countries, with low levels of industrial action, rapid growth of
corporate power and frequent popular pronouncements of the death of class
and ‘the end of ideology’. Labour’s share of GDP in countries like the United
States and Australia was high throughout the long boom (when social stability
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was high and struggle low); not just when large-scale social struggle emerged
in the late 1960s and early 1970s. Even then, while there was a relatively high
level of strikes and protests in most of the rich West during this final phase of
the boom, not even at its highest point (in the general strike that shook France
in1968) did subaltern elements of civil society come close to overthrowing the
capitalist system in any one country.

Thus, Harvey’s ‘restoration of class power’ adds confusion to any attempt at
locating the rise of neoliberalism in an analysis of class relations. It deduces
from the class effects of neoliberal restructuring a specific class motivation that
cannot be sustained on the basis of empirical facts about the long boom. So,
Harvey creates an exaggerated picture of the power and economic position of
labour vis-a-vis capital in the pre-neoliberal period. Harvey’s analysis also lacks
the specificity required to explain why governments took the neoliberal road
in a variety of locations with greatly divergent balances of class power—some-
thing that is more usefully developed in Davidson’s work.

3.2 Davidson: An Entirely New Political Regime’

Davidson’s analysis of neoliberalism—chiefly set out in Neoliberal Scotland
(2010), ‘The Neoliberal Era in Britain’ (2013), ‘The New Middle Class and the
Changing Social Base of Neoliberalism’ (2015) and Crisis Neoliberalism and Re-
gimes of Permanent Exception (2017)—has provided a useful conceptualisa-
tion in terms of Marxian class theory. He has traced neoliberalism’s ideological
and socio-economic antecedents and, like other Marxist scholars, has argued
that neoliberalism developed out of the economic crisis of the 1970s, with its
breakdown in stable accumulation and profitability. Davidson has posited
that the term ‘neoliberalism’ can be defined in three ways: first, as a body of
theoretical or ideological work, developed and prosecuted by neoliberal theo-
rists and their supporters (especially after World War 11); second, as a politi-
cal-economic strategy evolved by the ruling class in response to the crisis of
profitability of the 1970s and involving the necessity to impose greater controls
on working class; and third, as an era initiated by the end of the long boom
(Davidson 2015, 4-5).

Davidson doesn’'t dwell on the autonomous power of ideas to lead neolib-
eral transformation, thereby putting distance between himself and thinkers
who posit an ideas-centric understanding of neoliberalism (see Cahill 2013 for
a detailed analysis of this tendency in the scholarly literature). Davidson (2013,
173), however, has raised the question of ‘whether neoliberalism is a useful way
of characterising the entire historical period from 1973 to 2008 and possibly
beyond'. To answer his own question, Davidson has proposed a periodisation
of the ‘neoliberal era, in order to clarify its course and internal shifts. This is an
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innovative contribution, and is a method that this book draws on and applies
to the Australian example in the next chapter.

Davidson’s periodisation emphasises aspects of continuity between the
post-war boom and the neoliberal period, while rejecting the argument that
neoliberalism represents a more fundamental change to capitalist social re-
lations (eg. as a result of globalisation). Davidson (2013, 181) has argued that
neoliberalism is conceptually valuable because it acknowledges significant
structural changes to capitalism since the early 1970s, and also draws out the
‘failure of Keynesianism’ and the political and policy arrangements with which
it was associated. The power of constructing a periodisation is that it goes
beyond acknowledging the historical continuity and change represented by
the rise of neoliberalism. Such an approach also allows further continuity and
change to be tracked, rather than treating neoliberalism as fixed and immu-
table once introduced.

Davidson periodised neoliberalism into three key phases: the first is what he
terms ‘vanguard neoliberalism’; the second he terms ‘social neoliberalism’; and
the third is the post-2008 period of ‘crisis neoliberalism’. Vanguard neoliberal-
ism is described as ‘a regime of reorientation’ Davidson (2013, 183) argued that
neoliberalism, in each location it has been introduced, has usually required a
vanguard phase that includes ‘an entirely new political regime’ and ‘one which
did not reluctantly acquiesce in policies they would rather have avoided [and
was] fully committed to their implementation. Meanwhile, Davidson (2010,
46) argued that social neoliberalism represents ‘a regime of consolidation’ that
is ‘characterised by social or liberal democratic rhetoric, during which govern-
ments were able to incorporate the rhetoric of social solidarity while maintain-
ing and even extending the essential components of neoliberalism’ Davidson
argued that the term ‘Third Way’, usually defined as a path between social de-
mocracy or Labourism and neoliberalism, is misleading. He argued that the
phase of social neoliberalism is more accurately understood—as described by
Alex Law and Gerry Mooney (2007)—as an adaption of the former to the lat-
ter, and not as a synthesis (Davidson 2013, 195). Finally, crisis neoliberalism is
understood as ‘a regime of permanent exception’ (Davidson 2017).

Davidson emphasised the political aspects of the neoliberal shift in his de-
scription of the ‘entirely new political regime’ represented by the vanguard
phase. Neoliberalism’s emergence was ‘a conscious ruling class strategy, rather
than an esoteric ideological doctrine’ (Davidson 2013, 181). Therefore, hege-
mony had to be remade ‘in response to the end of the post-war boom, but in
changed conditions created by that boom’ (ibid 2013, 181). While Davidson’s
emphasis on the political is useful, the separation between the capitalist class
and the state remains inadequately theorised. Emphasising neoliberalism as
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a conscious ‘ruling class’ strategy passes over the bourgeoisie’s existence as
atomised, competing, private individuals and their separation from the state.
This fails to distinguish clearly how state and civil society operate on differ-
ent logics—political and social. This can lead to an economic reductionism
in analysis of the behaviour of political actors, because they tend to be seen to
act in line with an imputed general class interest of capital. In order to sustain
this view in light of mainstream Western political parties pursuing economi-
cally damaging ‘austerity’ policies along apparently neoliberal lines, Davidson
(2015) has argued that neoliberalism has become increasingly irrational with
respect to the general interests of the capitalist class.

Despite its overall innovation and flexibility, Davidson’s argument has also
absorbed aspects of the dominant narrative. In particular, Davidson (2013, 183)
has argued that neoliberalism was a coercive project of ‘the established parties
of the right’ in its vanguard phase. Similarly, he has tended to portray the role
of social democrats as following in the wake of the right’s vanguard efforts,
rather than being capable of carrying such reforms through themselves. Da-
vidson (2013, 183) has, for example, stated that it was ‘only in the exceptional
case of New Zealand after 1984 [that] an incumbent social democratic par-
ty transform[ed] itself into the agent of neoliberalism before it became the
dominant form of contemporary capitalist organisation’ The implication in
his analysis is that Australia, under the Hawke-Keating governments, did not
undertake the country’s vanguard neoliberal turn. As will become clear in the
following chapters, it is not tenable to view the Hawke-Keating era as anything
but a vanguard period of neoliberal reform under the auspice of a social demo-
cratic government.

3.3 A Hegemonic Political Project

While both Harvey and Davidson’s works are attuned to the political nature
of neoliberalism, and both see it as a question of class power, they differ in
how this is conceptualised. For Harvey, neoliberalism is a process that sees a
strengthened ruling class displace and weaken the working class. He has pos-
ited the long boom as an era of working class ascendancy that forced a Keynes-
ian compromise, which then had to be overturned by a process of ‘restoration’.
Davidson, by way of contrast, has understood the neoliberal period as one
where there is a change in how class interests are being deployed through the
state to stabilise capitalist accumulation. The strength of Davidson’s work over
Harvey’s is that it provides a clearer understanding of the mediations between
the interests of capital and the actions of the state, also it is less prone to elid-
ing the two. In addition, while never satisfactorily clarified, tensions between
capital and the state are recognised in Davidson’s effort to periodise neoliberal-
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ism, in order to account for divergences between countries and within coun-
tries over time.

This book argues that the key to understanding neoliberalism is not in iden-
tifying its internal consistency or fidelity to an ideal type, but in recognising it
as a transformative political project with the ability to provide enough political
coherence to deliver capitalist restructuring and social change—including the
defeat of those social and political forces standing in the way of its aims. It is
not that ideas and ideology are unimportant; rather, they are how individuals
and groups come to understand, justify and argue for their material interests
and practices. In this way, ideology is central to the development of any politi-
cal project.

However, ideology cannot be considered to have an existence autonomous
from social practice. Therefore, while many of the agents who drove neoliberal
restructuring may have come to understand what they were doing in terms
of some form of what might usefully be described as neoliberal ideology, this
book focuses on the coherence of the practice of neoliberalism rather than
subordinating it to those sets of ideas. The accounts of Harvey and Davidson
look at the key historical developments in the implementation of neoliberal-
ism internationally, in order to highlight its coherence and nature as a practical
class project. While neoliberalism does tend to share key features in all loca-
tions (the disorganisation of labour; financial sector reforms and re-regulation;
marketisation of public goods; etc.), those ideological and policy factors had
to be underpinned by a political project that was able to achieve hegemony in
practice.

In that sense, neoliberalism is best understood as a material practice of po-
litical society and the state—one that represents a clear break from the po-
litical arrangements of the preceding period. Neoliberalism’s three integrated
aspects can only be separated analytically as the ideological, the economic,
and the political. The ideological roots of neoliberalism are found in classical
and, in particular, neoclassical economic theory and its neoliberal revisions.
These bodies of theory have been fundamental to its development, even if neo-
liberalism in practice diverges (sometimes dramatically) from those canons
of work. Neoliberalism is therefore not synonymous with how it is presented
ideologically in order to justify the political project (for example: as a retreat
of the state, in order to cut the welfare state; as the expansion of individual
liberty and freedom, in order to increase corporate and ruling class power and
decrease labour and subaltern rights; as a development project to enhance the
wellbeing of all, when its effect is the opposite; or as an economic project to
provide stability to capitalism after the ‘failure’ of Keynesianism, which in real-
ity often produces more instability).
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Neoliberalism is a project intended to restore stable capital accumulation
after the global economic crisis of the 1970s, and it is here that its economic
origins can be located. It has been a contingent response to fundamental prob-
lems of profitability in the global economy, and this is discussed further in the
following chapter. This context has explanatory usefulness both in terms of
why neoliberalism was introduced when it was, and in terms of what sort of
economic and policy reforms were implemented—particularly why the sup-
pression of wages was crucial to the introduction of neoliberalism in Australia.
Neoliberalism is, therefore, a state-centred hegemonic political project of eco-
nomic transformation.

The realisation of a neoliberal political project cannot be understood
outside of the political-economic conjuncture of the 1970s—including the
economic crisis and relative social strength (and resulting confidence) of or-
ganised labour in the later decades of the long boom—but must also be under-
stood in terms of the interests of the state (and the political actors around it)
in addressing those developments. Such features shaped the neoliberal politi-
cal project, but also shaped further changes as they unfolded. Neoliberalism-
as-ideology does not become neoliberalism-as-phase-of-capitalism until this
ideology is made manifest in a political project, implemented by political so-
ciety through the state. It was when politics—i.e. the activities in the political
sphere centred on the state—was deployed to change national societies as a
whole that neoliberalism had the potential to become a hegemonic political
project, one that could effect a significant shift in the balance of social forces.

4 Conclusion

This chapter has contended that it is necessary to destabilise the dominant
narrative of the origins of neoliberalism in order to account adequately for the
diverse trajectories of neoliberal restructuring internationally. Existing radical
and Marxist versions of the dominant narrative often posit that it was a co-
ercive project of the New Right, only subsequently or reluctantly pursued by
social democrats and imposed on unwilling labour movements. This narrative
fails to integrate fully (or in some cases at all) the case of Australia in the Ac-
cord era.

Once the dominant narrative is destabilised, it becomes possible to de-
velop a richer theorisation of the nature and trajectory of neoliberalism. This
chapter has done so from a materialist or Marxian perspective, by drawing on
the insights of Harvey and Davidson in particular. Firstly, both authors have
emphasised the class nature of the neoliberal project, as a response to the
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economic and political crisis at the end of the long post-war boom. Secondly,
Davidson has offered a deepened understanding, because of his attention to
periodising neoliberalism, thus enriching its theorisation by countering a ten-
dency in many accounts to imply that, once neoliberalism is introduced, it is
effectively static or immutable. Additionally, a multiphasic trajectory of neo-
liberalism provides the basis for understanding how neoliberal ideology and
neoliberal economic policies alone are not enough to ensure that a neoliberal-
restructuring regime wins out. Rather, ideology and economic policy need to
be brought together in a contingent political project, which draws significant
civil society actors under the direction of politics and the state. Thirdly, and
finally, while they do not always clarify this aspect of neoliberalism’s nature,
Harvey and Davidson have both focused on the state as implementing a proj-
ect of class rule.

Concretising the insights drawn from Marx and Gramsci in Chapter 2, the
analysis in this chapter defined neoliberalism as capitalist class rule in the
form of a state-centred hegemonic political project remaking capitalist produc-
tion and social reproduction since the end of the long boom. The next chapter
will deploy this concept in outlining the historical trajectory of neoliberalism
in Australia.



CHAPTER 5

Periodising Neoliberalism

Australia stands poised on the threshold of the 1980s more divided within
itself, more uncertain of the future, more prone to internal conflict, than
at any other period in its history.

BOB HAWKE, 1979, The Resolution of Conflict

1 Introduction

Neoliberalism has been constructed in different locations through a lengthy
process of structural adjustment—including efforts before and after vanguard
phases—with the involvement of parties across the political spectrum. In this
chapter I propose a periodisation of the neoliberal era in Australia, contextual-
ising the development of the Accord within this. My intention in undertaking
this method of analysis is to demonstrate the neoliberal project’s continuity
with, and rupture from, the previous historical period—in a way that accounts
for its contingent emergence ‘from among its others’ (Peck, Theodore, and
Brenner 2009).

The periodisation divides the neoliberal era in Australia into four stages:
a proto-neoliberal stage; a vanguard neoliberal stage; a piecemeal neoliber-
alisation stage; and a crisis stage. Underpinning the periodisation are four
key contextual issues: 1) the antecedents of neoliberalism in Australia; 2) the
unsuccessful attempts by the Whitlam and Fraser Governments to suppress
wages and control industrial militancy; 3) the circumstances that allowed the
vanguard stage to be cohered; and 4) the reasons for the end of the vanguard
neoliberal period.

The analysis emphasises the impact and form of the 1970s economic crisis
on political and civil society, while considering political efforts in response to
it. The discussion also examines the relationship between the dominant nar-
rative of neoliberalism’s origins internationally and the vanguard neoliberal
period in Australia. By considering shifts in the hegemony and coherence of
neoliberalism in Australia over time, and by comparing this to the dominant
narrative of neoliberalism outlined in the previous chapter, the periodisation
provides a more comprehensive account of the origins of the neoliberal proj-
ect and the role of Accord as its central facet.
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2 Periodising Neoliberalism in Australia

The value of constructing a periodisation of neoliberalism is that it allows ana-
lytical separation of different historical phases of change, in order to highlight
shifts in content and coherence over time. The purpose of periodising capital-
ism is:

... to interpret an otherwise undifferentiated ‘flow’ of historical time by
classifying events and/or processes in terms of their internal affinities
and external differences in order to identify successive periods of relative
invariance and transitions between them

JESSOP 2001, 283.

To not periodise neoliberalism, itself a phase of capitalist development, would
be to risk ‘the analytical delivery of an “undifferentiated mush” in tracing differ-
ent conditions of class struggle across space and time’ (Bieler, Bruff, and Mor-
ton 2010, 31). If, as has been argued, neoliberalism is a state-centred hegemonic
political project, periodisation can assist in teasing out the relevance of contin-
gent local factors within a broader global political-economic conjuncture, as
well as focusing more closely on the changing strength of neoliberal hegemo-
ny. In Australia, the contingent local factors included, most importantly, the
method of removal of the Whitlam ALP Government in 1975 and the impact of
that event on the following conservative Fraser Government—constraining its
ability to undertake a national reform project to address the economic crisis.
Despite the clear analytical benefits of periodisation, scholars have not
attempted to periodise neoliberalism in Australia. Even when seeking to
delineate various political interventions in response to the end of the long
boom (in order to ask ‘was this government neoliberal?’) scholars have usually
emphasised linear chronology over the more complex interplay of contingent
factors, or connected neoliberalism simply to changes in government and their
respective imputed ideological frameworks. For example, geographers Weller
and O'Neill (2014) set out a definition of neoliberalism that looks for ‘recog-
nisably neoliberal’ policies in a chronology of government changes from the
1970s onwards. Such an approach seeks to locate a ‘typical’ neoliberalism based
on the dominant narrative previously outlined and, when failing to find a
match to this ideal type, declares successive Australian governments decidedly
non-neoliberal. This approach fails to understand how neoliberalism emerges
and operates ‘among its others) and instead sees the existence of any Keynes-
ian policies or a corporatist framework as ‘proof’ against the existence of
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neoliberalism. Cottle and Collins (2010) have argued that the ruling class strate-
gy of neoliberalism cannot be squared with the social democratic ALP being in
power for 13 years, in an agreement with the labour movement. They suggested
that the ALP’s adoption of neoliberal policies can only be explained as a neces-
sarily pragmatic approach in response to external political economic factors in
the midst of a crisis. The authors argued it would be ‘nihilistic’ to claim that a
marriage of heaven (social democracy) and hell (neoliberalism) occurred in this
period, as this would be to admit defeat for the project of social democracy—
especially a form of that project that directly involved the trade unions in the
running of the state during the Accord. Cottle and Collins’ approach estab-
lishes the character of governments from the imputed ideological frameworks
of political parties, rather than through a materialist analysis of the practices
of political society.

Drawing on the approach of Davidson, outlined in Chapter 4, I present a
periodisation of Australian neoliberalism as a spatially distinct outcome (within
a national formation) of the global neoliberal project. By focusing on neolib-
eralism as a hegemonic political project, the periodisation provides increased
demarcation within a period of capitalism often simply referred to as ‘the neo-
liberal era) and greater delineation of how the neoliberal political project was
constructed. The periodisation offers a framework for comparing Australian
neoliberalism with the dominant narrative of neoliberalism’s global advance.
The historical account set out in this chapter also acts as a guide to orient the
analysis in Chapters 6-8.

An emphasis on the trajectory of neoliberalism creates an opportunity to
ask when the project was most effective and when it waned—a method that
also emphasises neoliberalism’s protracted course of development within
and ‘among its others’ The concept of ‘among its others’ (Peck, Theodore, and
Brenner 2009, 104) is used throughout this book to denote that the key mecha-
nism to advance neoliberalism in Australia was a corporatist social contract.
It was by drawing the trade unions more directly into the project of running
the state, thereby enwrapping their civil society organisation politically, that
vanguard neoliberal structural adjustment was able to occur in civil society—
primarily in terms of real wage reduction and the suppression of industrial
militancy. The process in Australia simultaneously reinvigorated corporatism
and advanced neoliberalism, albeit temporarily in regards to the former.

There were four key stages of neoliberalism in Australia:

1. Aproto-neoliberal stage from 1973-1983.
2. Avanguard neoliberal stage from 1983-1993.
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3. A piecemeal neoliberalisation stage from 1993—2008.
4.  Aneoliberal crisis stage from 2008 onwards.

The ‘vanguard’ phase of neoliberalism represents a set of political manoeu-
vres that bring together state and civil society actors to address key problems
faced by a national capitalism. In Australia, that was constituted by efforts to
drive through a sharp and rapid shift from the previous crisis-ridden political
arrangement—in terms of both policy and ideological justification. This shift
was centred on the Accord.

This chapter focuses most heavily on the proto-neoliberal stage—the Whit-
lam and Fraser years—in order to provide the background to the shift into
the vanguard stage in 1983. The vanguard period is discussed briefly here, then
extensively in the following three chapters. The current chapter also outlines
what factors shaped the exhaustion of the vanguard phase in 1993. Finally, giv-
en the focus of the book on the Accord era, attention is only briefly given to
the period after the 1996 electoral defeat of the Keating Government in order
to complete the periodisation.

3 Proto-neoliberal Stage: 1973-1983

Before the arrival of vanguard neoliberal reform in Australia, there was a period
marked by the failure of the Whitlam and Fraser governments to push through
decisive and effective responses to the economic crisis that ended the long
post-war boom. The book refers to this period as the proto-neoliberal stage,
because it involves some early pragmatic attempts at policy shifts that would
later be closely associated with neoliberalism. The proto-neoliberal stage is
characterised by an inability to break completely from the old Keynesian proj-
ect in order to implement a new hegemonic regime. The following analysis of
this stage first describes the economic context of the end of the boom and then
the (ultimately) unsuccessful efforts of successive governments to address this.

3.1 The Economic Crisis

Australia, like many advanced Western economies, experienced an extended
economic crisis in the 1970s and 1980s—a crisis that was an obvious contrast
to the preceding long boom. As the post war boom came to an end, econom-
ic growth contracted sharply in the early 1970s and there were six periods
of recession between then and when the ALP was elected in 1983 (see Table
5.1). The global economic situation was characterised by the intractability of
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TABLE 5.1  Recessions in Australia, 19602015
Commenced Ended

1 Apr. 1961 30 Sep. 1961

1 Oct. 1971 31 Mar. 1972
1Jan. 1974 30 Jun. 1974
1Jul. 1975 31 Dec. 1975
1 Jul. 1977 31 Dec. 1977
1 Oct. 1981 31 Mar. 1982
1 July. 1982 30 Jun. 1983
1Jan. 1991 30 Jun. 1991

Note: Recessions are defined as two or more con-

secutive quarters of zero or negative GDP growth.

Source: OECD 2015
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inflation and rising unemployment. Such features also ruled domestically—
inflation grew sharply in the early 1970s and remained high until after the 1991
recession, while unemployment grew (mostly) steadily through the 1970s and
1980s (see Figure 5.1). Rising inflation and unemployment were coupled with
declining government revenue and an increasing social welfare expenditure
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burden. This was the context in which political parties and trade unions debat-
ed how to restore strong and stable capital accumulation as a basis on which
to pursue their policy agendas. It would form the background for the develop-
ment of the Accord.

Accounts of the 1970s economic crisis emphasise diverse drivers. Many have
agreed it was centrally characterised by stagflation, which discredited Keynes-
ianism and prompted a search for other policy solutions (Catley 2005, 99;
Singleton 1990b, 162; Stilwell 1986, 6-8). As such, in some accounts of this
period, policy makers are seen as less able to use trade-offs between inflation
and unemployment as part of a macroeconomic policy strategy. Other analysts
have emphasised the oil shocks and their impact on inflation; the imbalance
of trade relations; the devaluation of the US dollar; and collapse of the Bretton
Woods system (Beggs 2015; Bryan 1991; Armstrong, Glyn, and Harrison 1984,
311). Each component variously features and fades in competing assessments.
Rick Kuhn and Tom O’Lincoln (1989, 45-46) argued that although all these
events and changes were ‘factors in the timing of the short-term recessions
during the longer run crisis) analysis that focuses on these features alone does
not explain satisfactorily why the international and Australian economies
became so susceptible to ‘policy failings’ and ‘external shocks’.

The generally accepted explanation for the weakness of the advanced
economies in this period is that there was a general decline in profitability.
It is most commonly accepted that the decline in profitability was caused by
higher real wages constraining profits (Armstrong, Glyn, and Harrison 1984;
Body and Crotty 1976; Glyn and Sutcliffe 1972). Although the crisis in Australia
was in large part driven by its interrelationship with the global economy, and
although international instability fuelled domestic inflation (Beggs 2015, 149),
versions of ‘wage-push’ or ‘profit-squeeze’ theory have been widely accepted
as an explanation for the protracted malaise within Australia’s borders (Beggs
2015, 177; Hancock 2014, 10; Megalogenis 2012, 38; Kelly 1992, 50-51). Such ac-
counts argued at a basic level, that full employment pushes up wages and this
in turn ‘squeezes’ profits. An alternative account, argued by some Marxists, is
that the underlying problems of the economy were best explained by a ten-
dency for the rate of profit to fall over time in a capitalist economy (Roberts
2012; Duménil and Lévy 2011; Brenner 2006; Mohun 2003; Weisskopf 1979).
This explanation posits that a downward secular trend in the rate of profit
from either the 1950s or 1960s onwards ‘can be regarded as a key feature of the
economic crisis of the 1970s and 1980s’ (Kuhn and O’Lincoln 1989, 48; see also
Roberts 2012). Such arguments portray this secular trend in the rate of profit as
underpinning the:
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... sensitivity of the world economy to shocks and policy mistakes result-
ing in ... cyclical recessions ... interpolated by ‘recovery’ periods of high
unemployment and unstable growth (Kuhn and O’Lincoln 1989, 48).

Despite disagreement on causation, both profit-squeeze and rate of profit
explanations concur in arguing that the crisis expressed itself as a decline in
business profitability.

Broader political-economic changes shaped how the crisis following the
long boom unfolded, and how the situation was tackled by nation states and
capital. Davidson (2013, 178) noted that alongside the historically unequalled
global growth of the 1950s and 1960s, several other changes took place:

— The first was an ‘unprecedented three-fold expansion of international trade,
growing twice as fast as actual output across the period, with the biggest
increase taking place in the decade immediately prior to the crash of 1973

— The second was ‘an increase in the extent of cross-border production, utilis-
ing world forces of production ... to achieve economies of scale that were
only possible within a multinational market..

— The third was the internationalisation of finance.

These changes resulted in a deeper interpenetration of national capitalisms
and established the parameters for the political-economic response and the
development of neoliberalism.

The economic context and the accumulation crisis resulted in a collapse of
the Keynesian consensus that characterised, at a general level, the post wwir
boom in Australia. As Paul Dibley-Maher (2012, 64) argued, the long boom in
Australia saw unemployment and inflation largely in check, and ‘the economy
requiring litter attention other than the accepted Keynesian orthodoxy built
around fiscal policy to [maintain] aggregate demand’ The emphasis in Austra-
lia (and in many other locations) once the boom had collapsed, was on ‘neolib-
eral’ adaptation through reduced protectionism, increased marketisation and
financial sector re-regulation (Bryan 1991, 295).

Australia faced additional and more particular challenges. Capitalism in
the former British colony was historically centred on agriculture and mineral
extraction, with a small and heavily protected manufacturing base (Kaptein
1993, 81-82). In the 1960s and 1970s, Australian commodities faced increased
competition on the world market, partly due to the winding down of the
Commonwealth trade preference systems. State managers and governments
had long held concerns about the lack of international competitiveness of
many Australian commodities, believing that reduced protectionism was an
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important way to deal with this (Kelly 2009). Given Australia’s medium size,
surges in mining extraction resulted in the Australian economy tapping into
niche markets, which impacted positively on the economy in terms of GDP
growth, employment and investment. But, when these booms receded—such
as in the midst of the global crisis in the 1970s and in the collapse of a brief
mining led recovery in the early 1980s—serious economic problems were
revealed. Key figures within the corporate sector and government argued for a
sharp change, away from protectionism, if Australia was to remain a significant
force internationally (J.K. Campbell 1979). Further, the Australian economy
had also experienced ‘industrial stagnation as early as the mid-1970s’ with the
process of neoliberal adaptation accentuating ‘this historical phrase of struc-
tural retrenchment’ (Lucarelli 2003, 77). This process took place in the context
of a global restructuring of manufacturing production, which had profound
impact on the scope for worker’s struggle.

Regardless of the correctness and/or relative weight of the above-mentioned
explanatory factors, in elite business, political and media circles it became
increasingly accepted that not only were rising real wages the cause of the
predicament in Australia, but that their suppression was the essential solution.
This explains the overriding policy focus on suppressing wage claims and in-
dustrial militancy as a solution to the crisis, as will become clear in the remain-
der of this chapter and the next.

3.2 The Whitlam Government

The first years of the proto-neoliberal stage were during the Whitlam ALP gov-
ernment, and this section discusses two key events: the 1973 referendum on
prices and incomes; and, efforts to cohere a social contract in the period.

In 1972—after 23 years of centre-right rule—the Whitlam Government was
elected on a program of economic development and social reform. This took
place in a period of increased social and labour movement activity. Workers’
confidence had been boosted by steadily increasing affluence during the long
boom, alongside close to full employment, and a new generation of union mili-
tants had emerged. Between 1967 and 1969, the number of strike days doubled
(O’Lincoln 1993, 14). Laurie Aarons, Secretary of the Communist Party of Aus-
tralia (CpA),! stated in 1969 that the ‘time has come for a determined, militant

1 The cpaA began as a socialist organisation inspired by the Russian Revolution, existing from
1920 to 1991. Although the cPA remained small, and had little electoral success, it was the
largest political formation to the left of the ALP and was influential in trade unions and social
movements. Beilharz argued that the cpA was traditionally closer to the mainstream than
similar parties overseas. He also notes that by the 1960s it was criticising the Soviet inva-
sion of Czechoslovakia, while being increasingly Eurocommunist in orientation (1994, 98).
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confrontation with the employer-arbitration-Government class structure’
(cited in O’Lincoln 1993, 15). The cPA won a number of key union elections
in the period that followed, and Australia’s most intense period of industrial
militancy commenced.

Whitlam arrived in office promising modernisation and progressive reform.
Over the next three years a large range of policies were introduced, includ-
ing: the Medibank public health scheme; increased funding for education; free
tertiary education; publicly-funded childcare and women’s services; extensive
regional development programs; increased social security; plus, various labour
market initiatives (Kuhn 1986). While these reforms were in part a response
to political and social struggles of the era, many also aligned with the inter-
ests of business. Social policy initiatives such as ‘Medibank and changes in
funding for school and higher education met the need of increasingly capital-
intensive production for a more literate, more skilled and healthier working
class’ (Bramble and Kuhn 2010, 314). The mass expansion of higher education
was necessary to underpin the growth of skilled work. Similarly, long-term
structural problems in the economy (as mentioned above) drove industry and
labour market initiatives to retrain the workforce and redevelop capital (ibid
2010, 314).

In 1973, six months after his election and before the long boom officially
ended in Australia, Whitlam announced a 25 percent reduction in tariffs. While
the tariff reduction was introduced to force structural change (by modernis-
ing or bankrupting unprofitable sections of industry in primary production,
manufacturing, textiles and footwear), it was publicly justified as a strategy to
address rising inflation (Leigh 2002, 491-493; Johnson 1989, 57). It is important
to note, however, that the 25 percent reduction occurred alongside a further
reduction of tariffs on manufactured goods, but also increases in other areas.
The net result was actually no change in average effective protection for manu-
facturing—with a 27 percent to 25 percent shift in average effective rates of
assistance, due to the changed size of parts of the sector (Garnaut 2002).

Politically, however, the decision to reduce tariffs was momentous. Histori-
cally tariffs and industry protection were deeply embedded in the policy of
the ALP and the AcTU, particularly among the militant unions in manufactur-
ing sectors (Bramble 1994). Higher tariffs were also strongly supported by the
manufacturing industry, but not by the peak lobby groups for the mining and

By 1975 the cPa had developed in a more general ‘New Left’ radical orientation (Catley 2005,
97—98; Siemensma 2012). By this time, the cPA viewed the strategy for socialism as one where
the state would be transformed from the inside, by becoming ‘the instrument for rule of the
majority of people led by the working class) beginning to ‘wither away because its function
to ensure domination of one class over others disappears as class division, exploitation and
human oppression are abolished’ (cpa 1974, 3).
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pastoral sectors. The ACTU was not consulted on the change in tariff policy
(Leigh 2002, 493). Yet, despite labour movement alarm at the historic shift,
unions did not publicly denounce the government’s decision to decrease tariffs
because of a concern to protect the new ALP administration (Singleton 1990,
18). This book argues that the proto-neoliberal stage becomes clearer from this
tariff decision in 1974.

The ALP’s policy orientation changed more dramatically in February 1975, at
the Labor Party’s biannual Federal Conference, where delegates debated how
to address the economic crisis. The conference was held at Terrigal, north of
Sydney, and is generally recognised as commencing a significant shift in the
orientation of the ALP (Bramble and Kuhn 2011; Lavelle 2010, 2005; Singleton
1990; Kelly 1976). The conference adopted a fiscally conservative position that,
in the absence of economic growth, the reform program on which the Whit-
lam government had been elected could not be continued and significant cuts
would be needed. During the conference, Jim Cairns (1975, 3), Deputy Prime
Minister and a key figure in the left of the ALP, argued:

At present, the economy is a system that is determined by what happens
in the private sector. The Government has some power to determine the
general level of economic activity, but the main powers lie in the private
sector. ... [am a socialist in that I believe in co-operation and equality, and
I deplore avarice and aggressiveness. I know the capitalist system is ex-
ploitative and leaves many genuine desires of many people unfulfilled.
Ialsoknowthatthejobsof mostofourpeople depend onprivateindustry—
much of it part of the multinational system. I know, therefore, that we
must follow policies generally in the interests of the private sector.

The following day, Whitlam (1975, 4) argued that the party needed to rebuild
private sector profitability in order to re-establish full employment. Whitlam
(1975, 8) also stated that the government could not ‘beat inflation or unem-
ployment if there [were] wage increases’ At that time, most unions did not
agree that wages should be lowered and were concerned that the government
might withdraw support for wage indexation to compensate for inflation
and productivity increases. Shortly before the ALP conference, ACTU Secre-
tary Harold J Souter (1974) wrote to Whitlam to express concern at a Trea-
sury Department briefing which argued against any increase to wages at the
upcoming arbitration National Wage Case, despite significant rises in the cost
of living.

Labor economic adviser Barry Hughes later called the Terrigal conference
‘a pro-business orgy’ (cited in Bramble and Kuhn 2011, 96). Similarly, journal-
ist Allan Ashbolt (1976, 21) argued that ‘Terrigal marked ... a declaration of
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non-independence from the demands of capital’. What the conference primar-
ily signalled was a move within the Labor Party away from a particular set of
state interventionist policies, as the key way in which to deal with an economic
crisis. Even if the ALP was not strictly a ‘Keynesian’ party prior to the confer-
ence, its reformism and interventionist policy framework fitted with Keynes-
ian principles related to managing aggregate demand. The ALP’s previous ap-
proach to economic policy provided an acceptable framework that did not
require the rejection of mainstream economics, even for the left of the party
(Lavelle 2005, 762). The advent of stagflation and the perceived incapacity of
Keynesian policies to address the crisis—in particular the inability to take ad-
vantage of the trade-off between unemployment and inflation—created an
ideological and political vacuum the left was unable to fill.

While Terrigal was a watershed moment in the policy direction of the ALP,
Carol Johnson (1989, 72) argued that the speeches by Whitlam and Cairns can-
not simply be read as ‘sell outs’, but as sincere meditations on the deep prob-
lems facing a Labor government in a period of profound economic crisis. The
dilemma for the Labor Party was that governing through the state requires
efforts to ensure the conditions for the successful reproduction of capital-
ist social relations. In a crisis, securing successful accumulation could not be
squared with the interests of the labour movement and the working class—a
problem that would again arise in the Accord period.

Lavelle (2005, 761) has posited that the conference was ‘the beginnings of a
move to neoliberalism’ and that this was evident in the defeat of a ‘motion that
sought the strengthening of the public sector in favour of a resolution empha-
sising the restoration of profits in the private sector’ Paul Strangio similarly
argued that the 19751976 Bill Hayden austerity budget, following the Terrigal
conference, ‘heralded the arrival in Australia of neoliberal economic govern-
ment’ (cited in Lavelle 2005, 761). However, as Whitlam noted at the confer-
ence, the ALP had ‘always recognised the relationship between the prosperity
of the private sector’ and the ‘ability to carry out the [reform] program’ (cited
in Lavelle 2005, 761). Whitlam argued that the program, ‘particularly in educa-
tion, welfare, hospitals and cities, [could] only work successfully within the
framework of strong uninterrupted growth’ (ibid 2005, 761). Seeing Terrigal as
simply the first step on a slope towards ‘full neoliberalism’ downplays the con-
scious collective effort that was required to successfully cohere and implement
the vanguard neoliberal reforms of the 1980s.

The moments of tariff reduction and the Terrigal conference are important
in understanding the proto-neoliberal stage. Tariff reduction (alongside ‘free
trade’) is generally seen as a signal neoliberal reform, however there was no co-
herent tendency within the Whitlam Government to implement neoliberalism.
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Further, understanding neoliberalism as commencing from the political shift
at the Terrigal conference downplays the more complex and contingent pro-
cess of constructing a hegemonic neoliberal project over the next decade. The
Whitlam period is not characterised as proto-neoliberal just because Whitlam
introduced progressive social reforms alongside certain regressive reforms. It is
characterised in this manner, as is the Fraser period discussed below, because
political society was struggling for a solution to the crisis but was not yet ca-
pable of cohering a hegemonic neoliberal project.

3.2.1 Whitlam Referendum on Prices and Incomes

Whitlam had argued that nothing would please him as much as being able to
effect ‘an income and price freeze for six months and then increase it as Nix-
on had done in the US (cited in Catley and McFarlane 1974, 32). However, the
Commonwealth Government did not (and still does not) have general powers
to make legislation regarding prices or incomes. Union lobbying to ensure the
25 percent tariff cut would flow directly to a drop in real prices led the federal
Labor Caucus to agree to hold a referendum to give the Commonwealth the
power to control prices (Singleton 1990, 27—28; Rydon 1974).

This move provoked a larger debate on control over wages, and the referen-
dum was expanded in scope to include giving the Commonwealth the power
to control wages. The referendum in December 1973 was fought largely along
party lines with the ALP urging a ‘yes’ vote on both questions—the right of the
Commonwealth to legislate on wages and on prices—and the Liberal Party? a
‘no’ vote. The ACTU and many other unions, however, urged a ‘yes’ vote on pow-
ers to legislate on prices and a ‘no’ vote on wages (Rydon 1974, 22). Constitu-
tional referendums rarely succeed in Australia and usually require bipartisan
support to do so (Brent 1991). Both questions fell short of majority support.

The defeat of the referendum shifted the political focus from direct control
over prices and wages to the development of a social contract with labour or
capital (or both) in order to manage these issues on a voluntary basis.

2 The Australian Liberal Party is a descendent of a party formed in the first Australian parlia-
ments of the early 1900s, out of a merger of free traders and protectionists. The party formed
as a united opposition to the emergence of the Australian Labour Party in the 1890s. The
Australian National Party is a minor party that has traditionally represented farmers, graziers
and rural communities, and has for many years been in a (more or less) formal relationship
of coalition with the Liberal Party. The National Party was formally known as the Australian
Country Party and National Country Party. For the sake of brevity, this book refers to the
Coalition as the ‘Liberal Government’ or ‘Liberal Opposition’.
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3.2.2 Social Contract Efforts under Whitlam

The Whitlam Government increasingly focused on wages as the source of in-
flation during its term in office. In mid-1973, Treasury urged the government
to enact a ‘short sharp shock’ to reduce demand, which was refused by the
government on the basis it would increase unemployment (Singleton 1990, 30).
By mid-1974, Treasurer Frank Crean identified ‘wage-push’ as the foundation
of the problem (ibid 1990, 31) and, in November, Whitlam made the shift com-
plete in a Ministerial Statement on the Economy:

The problems of the rapid rise in unemployment and continuing steep
rise in prices and costs are interlocked. The rate of wage and salary
increases has easily outstripped the rate of increase in prices. The conse-
quential squeeze on profits has been sharp. This has in turn led to a loss
of confidence by business in its ability to obtain an adequate return on
capital in an inflationary environment. Employees can price themselves
out of the market as effectively as business can. There are signs that this is
happening. As the Treasurer said recently, in current circumstances: ‘One
man’s larger pay packet may mean another man’s job’

Commonwealth Parliamentary Debates 1974, 3360.

Whitlam argued wage restraint would be an essential component of the gov-
ernment’s economic management strategy. Adopting a national incomes poli-
cy also fitted with the OECD’s recommendations at the time, which suggested
the adoption of policies to hold down wages would have short term benefits,
even if they were not confident of its long-term efficacy (Catley and McFarlane
1974, 25).

The acTu and many affiliates initially maintained that wages were not
the cause of inflation or unemployment, continuing to call for regulation of
prices to protect workers. There is evidence that wage claims during much
of the Whitlam government were similar to those before his election. It was
not until 1974 that wages increased significantly, when the unions launched
a wage push in response to high inflation and compromised living standards
(O’Lincoln 1993, 236—237; Hughes 1979, 13—14). However, given the failure of
the crisis to abate, the ACTU offered to moderate wage demands if the govern-
ment agreed to a number of conditions on how indexation would work and to
anumber of policy initiatives—specifically tax cuts and inflation relief (Hagan
and Castle 1986, 12; Unknown 1974). In September 1974, the ACTU convened a
Special Conference and arrived at a highly-detailed position, including nine
criteria that needed to be satisfied by the government (Singleton 1990, 36). The
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government, on the basis that the unions included too many conditions to en-
sure wages would be held down successfully, rejected the AcTU offer.

Singleton (1990, 35—37) has argued that the Special Conference saw a shift
within the AMWU to support a social contract. However, analysis of archival
and other material has indicated that this was not the case. The 1974 Biennial
National Conference of the AMwU declared that the union would never accept
any system of wages control (AMWSU 1980, 23). The union remained commit-
ted to industrial action rather than an agreement with the government—with
‘most of the full-time union officials ... not only [attaching] importance to the
equation militancy equals success, but [believing] their record [demonstrated]
the validity of it’ (Bentley 1974, 381). It would take further recessions and a deep-
ening economic crisis for the AMWU to support a social contract over work-
place-based action. This point is significant, as the proposition from Singleton
that the AMwU had shifted its orientation from the early 1970s downplays the
AMWU's more decisive shift to supporting the Accord in the early 1980s.

The closest the unions came to an agreement with the Labor Party in this
period was in 1974, in discussions between then AcTU President Hawke, Whit-
lam and the ALP executive about how they would approach the next National
Wage Case. Known as the ‘Kirribilli Accord), the agreement sought to estab-
lish ‘voluntary’ wage moderation by unions and provide indexation only up to
the maximum level of average weekly earnings (Singleton 1990, 41). This was
a compromise on the part of the government, which had previously sought
‘plateau’ wage indexation—a full percentage increase to the level of average
weekly earnings and a flat amount above that plateau (McGarvie 1976). It was
also a compromise on the part of the AcTu, which had been seeking full index-
ation of the total wages bill. However, Hawke could not deliver the support of
the AcTU executive. The ACTU (and the two smaller peak union bodies?®) went
on to argue for full indexation at the Commission’s wage case.

In April 1975, the government successfully pressed the Commission to intro-
duce wage indexation without union support. This sought to ‘restore the prof-
itability of business at the expense of workers’ real living standards, because
pay rises through indexation lagged behind prices’, given they were applied
retrospectively (Bramble and Kuhn 2010, 317). Coupled with budget austerity
introduced under Treasurer Hayden in 1975, this signalled a sharp shift in the
government'’s approach to wages and economic management. Labor had also

3 The Australian Council of Salaried and Professional Associations and the Council of Austra-
lian Government Employee Organisations did not merge with the AcTU until 1981 (Griffin
and Giuca 1986).
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effectively abandoned its commitment to full employment, with Hayden inten-
tionally adopting policy to keep joblessnesshigh, despite several months of wage
indexation being in place as a ‘fail-safe’ to reduce inflation (Hughes 1979, 31).
Any further developments were cut short by the removal of the Whitlam Gov-
ernment from office in November 1975 (discussed below).

3.3 The Fraser Government

The ability of a government to cohere a hegemonic neoliberal project within
political society is a necessary factor in successfully implementing neoliber-
alism. This is not always possible if the balance of social forces isn't favour-
able to the government of the day, even if its ideological predisposition is
supportive of neoliberal reform. The Dismissal of the Whitlam Government in
an administrative coup impacted significantly on the ability of the incoming
centre-right Fraser Government to both influence wages and industrial activ-
ity, and to enact wider economic reform. As such, Fraser was unable to cohere
a political project to defeat the unions or to implement widespread structural
adjustment.

Those who plotted Whitlam’s Dismissal may have imagined that it would
play to their advantage; but Australian vanguard neoliberalism could not be
implemented under Fraser, even in circumstances of economic crisis, political
upheaval and a commitment to a variety of neoliberal ideas—circumstances
the dominant narrative implies are favourable to such a project. As will be
explained below, these factors stood in the way of vanguard neoliberalism
advancing. Instead, the project had to await the 1983 election of Hawke’s social
democratic and labourist government, preaching compromise and end to con-
flict in the form of the Accord.

This book argues that Whitlam and Fraser were both part of the proto-
neoliberal period—not because they were comparable governments, but be-
cause they implemented pragmatic responses to the crisis and made some
ideological shifts away from the previous Keynesian consensus. Both govern-
ments were constrained by the lack of political space and circumstances need-
ed to implement a full suite of neoliberal policies, in order to execute a sharper
break with the past. Those circumstances meant that various political reforms
and decisions were rebuffed—eventually leading to Whitlam’s government
descending into chaos and the Dismissal, and to Fraser’s being unable to effect
a breakthrough against union power.

3.3.1 The Dismissal
Despite rapidly adopting an austerity budget and cutting public sector jobs, as
well as attempting to come to an agreement with the ACTU to hold down wages
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to address inflation, the Whitlam Government was administratively removed
from office after a political campaign attacking its economic policy failures
and political agenda (Beilharz 1985, 212). Whitlam won elections in 1972 and
1974, but in neither parliament did he have a Senate majority to pass legislation
and budget appropriation bills. In October 1975, the Liberal Party-led Opposi-
tion blocked ‘supply’ (finances needed to keep government running). About a
month later, with no resolution to the situation, Governor General Sir John Kerr
intervened by sacking Whitlam and appointing Fraser as interim Prime Min-
ister. The Governor General is the British Crown’s representative in the Com-
monwealth of Australia, with the authority to dismiss a democratically elected
government. The Dismissal was a seismic event in Australian politics, deeply
shaping the ALP, trade unions and the labour movement during the period of
the Fraser Government and after.

Political narratives of the Dismissal have tended to focus on the actions
of key individuals—in particular Whitlam, Fraser and Kerr (Whitlam 2006;
Kelly 1995; Oakes 1976; Horne 1975). However, widespread strikes and dem-
onstrations took place against the blocking of supply and in the wake of the
government’s removal. As soon as Whitlam’s sacking was announced, tens of
thousands of workers took strike action and the AcTU was pressured to call a
general strike (Griffiths 1997). While Whitlam called on voters to ‘maintain the
rage, the ALP and ACTU leaderships worked hard to demobilise the anger in an
effort to reassure business of their reliability as economic and political manag-
ers. The campaign that followed focused on questions of constitutional legiti-
macy and the ‘unreasonableness’ of the coup. Hawke campaigned within the
union movement against the calls for a national strike and, when a national
mobilisation did go ahead, his calls resulted in diminished numbers on the
streets (Griffiths 1997). A general election was held on 13 December 1975 and
the conservatives were elected to office in a landslide.

Whitlam had begun to address the economic crisis in terms largely favour-
able to capital, but was politically destroyed in extreme and controversial cir-
cumstances. The manner of his defeat created new and unexpected problems
in implementing economic reform for the newly-elected Fraser government,
which proved too politically weak to implement a coherent reform program
addressing the economic malaise against labour movement opposition.

3.3.2 Fraser’s Dilemma

The eight years of the Fraser Government ‘created more dilemmas than it
resolved’ (O’Lincoln 1993, vii). In this period, business expected the conser-
vatives to resolve the economic crisis and to quell industrial militancy and
trade union power. However, Fraser was unable to use the political upheaval
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around the Dismissal to advance definitive crisis resolution and none of these
expectations were met. Fraser’s failure was tied up with how the social forces
represented by the trade union leadership—and less directly by the aLp
itself—were profoundly antagonistic to his administration. Fraser’s perceived
complicity in Whitlam’s unprecedented method of defeat created political
polarisation and prevented (in contrast to the Hawke government) any agree-
ment on economic management based on wage suppression. Additionally, un-
like Thatcher when she came to power in 1979, Fraser in this period faced a
more powerful and confident labour movement—one that was able to break
his attempts at wage fixation with relative ease—and not one that had already
been ‘softened up’ by a period of corporatist sacrifice (such as through the Brit-
ish social contract of the mid to late-1970s, as discussed in Chapter 9).

Between 1975 and 1983 Fraser pursued a mix of monetarist and ‘inflation-
first’ policies, austerity and a wage freeze (Odom 1992, 45; Stilwell 1986, 6-8;
Berry 1977). The government was initially convinced that ‘a combination of
monetarist macroeconomic policies and a cut in real wages’ would resolve
the economic crisis by addressing inflationary pressures (Quiggin 1998, 77).
Although Fraser had won in 1975 after campaigning on the basis he would
grant full wage indexation and seek to restore permanent lines of contact with
union leaders (Singleton 1990, 50-51), he immediately repudiated these com-
mitments and implemented a number of policies without consultation. Wage
indexation was meant to provide regular wage increases, but the government
and the Arbitration Commission found ways to ensure rises were less frequent
and lower than the inflation rate (Minns 1989, 7). Fraser argued, as Whitlam
had, that wage increases were the cause of inflation and that it was essential
the labour movement moderate its claims.

Pressure on living standards contributed to increased industrial action.
Unions used militant tactics to win wage increases in a number of sectors,
especially when the economy picked up with a resources boom at the turn of
the decade (Hampson 1997, 545). Tom O’Lincoln (1993, 237) has argued that
‘the union “wage push” during 1979-1982 was partly a response to exaggerated
expectations around Fraser about the wonders of the resources boom'—rather
than simply workers’ greed—as the ‘government had portrayed wage restraint
as a temporary expedient until prosperity returned, so it was now boom time,
why not claim the pay rise?’ (see also Kelly 2011). Motivated by expectations of
economic growth, ‘sections of workers in the transport, building and commu-
nications industries broke through the indexation guidelines’ and undermined
the wage fixing system (Minns 1989, 7).

There was an effective collapse of centralised arbitration as a macroeco-
nomic strategy to manage wages in this period. The government and business
representatives labelled this a ‘wages explosion’. However, despite the increases
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in wages, the picture was complex for workers as wage gains were undermined
by cuts to social services. Also, it is important to note that some union leaders
were uncomfortable about the breakdown of the structured system of wage
management centred on the Commission given it undermined their role in
settling claims through arbitration.

While there was a brief economic recovery with the extraction-led export
boom of the early 1980s, this evaporated and the Australian economy was again
pushed into recession. In 1982, Fraser turned to implementing a 12-month
wage freeze, despite an unsuccessful ‘voluntary’ wage and price freeze in 1977
(Dabscheck and Kitay 1991). The unions quickly rendered the 1982 wages freeze
ineffectual (O’Lincoln 1993; Stewart 1985, 26). These factors were key in shap-
ing the eventual emergence of both vanguard neoliberalism and the Accord.

While much has been made of the general cuts to social welfare in this
period, some argue that Fraser’s ‘bark was worse than his bite’ when assessed
in terms of total government expenditure (Hughes 1979, 40). However, this
does not account for where reductions in expenditure occurred and the rel-
ative impact on different sections of Australian society. Budget cuts limited
job growth and increased the financial burden on workers though various
policy changes including: the abolition of the universal Medibank health care
system (introduced by Whitlam); the introduction of a health insurance levy
that disadvantaged low income earners; real reductions in education expen-
diture; and the decision to make most welfare payments taxable. Fraser tar-
geted the social wage by placing greater conditions on those who could access
government support—in particular unemployment benefits (ibid 1979, 36—37).

Political tensions between the government and the unions steadily intensi-
fied during this period. Fraser outlawed secondary boycotts by amending the
Trade Practices Act, introduced anti-union legislation, and set up the Indus-
trial Relations Bureau to intervene in union organisation. This provoked an in-
creasingly combative approach on the part of organised workers in key sectors
(Singleton 1990, 50-69; Jones 1979). In seeking to suppress real wages, Fraser
also generated industrial conflict and contributed to growing disenchantment
with the conservative government’ (Langmore 20004, 21).

It would be incorrect to view the Fraser Government as neoliberal. At the
end of the 1970s and start of the 1980s, the Fraser cabinet was debating tariff
policy and closely following the economic transformations occurring abroad
(particularly those in the UK and US) for signals as to how to proceed locally.
Yet, despite Fraser’s admiration for Thatcher, he stood against the drive within
the Liberal Party to implement a generalised neoliberal policy framework—
even in a context of a state bureaucracy increasingly influenced by and com-
mitted to such policies (Pusey 1991). While ‘advocating lowered protection, his
enthusiasm was tempered by the electoral consequences of unemployment



92 CHAPTER 5

and industrial strife, and by the interests of rural manufacturers his coalition
partner [the National Country Party] articulated’ (Hampson 1997, 545). Addi-
tionally, although Fraser established the Campbell Committee of Inquiry into
Australia’s Financial System, which recommended extensive changes to regu-
lation, he did not implement the findings—literally throwing the report in a
bin in his office because he believed it could not be carried politically (Clark
2015). The proposals of the Campbell Committee would have to await the
arrival of the first Hawke ALP cabinet to be realised, despite Fraser personally
supporting them.

Before the 1975 election, the Liberals had called for a ‘national conference
between unions, employers and governments to develop a social contract’ but
this was not pursued in government (Hughes 1979, 38). Despite this, from the
mid to late-1970s, Hawke (as ACTU leader) pursued an agreement with the
government on economic management on behalf of the AcTu—only to be re-
buffed by Fraser and certain powerful unions (Bramble and Kuhn 2011, 102; Sin-
gleton 1990, 74—79). A discussion paper released by the ACTU executive in 1978
argued that wage restraint might be necessary to protect employment—and
also that real wage increases should be foregone in return for income tax cuts
(Singleton 1990, 78). Many left unions, which maintained there should be no
change to ACTU policy at that time, fought this position. They successfully ar-
gued the labour movement strategy should remain based on increasing wages
in order to restore and maintain real disposable income for workers (ibid 1990,
78-79). The ACTU executive’s position paper was rejected and the 1979 ACTU
conference included a resolution stating wages were not responsible for infla-
tion, instead blaming rising prices on the actions of the government and an
‘unaccountable’ business sector (ibid 1990, 78-79).

During the Fraser years, Hawke continued to argue for a consensual
approach to incomes policy and economic management, at the same time
preparing the ground for his move to federal politics. When Hawke delivered
the Australian Broadcasting Council’s Boyer Lectures on The Resolution of Con-

flict (1979), he argued for several policies that were later to become part of the
Accord process—this included the streamlining of unions through amalgama-
tion to reduce industrial disputation, a program of industrial democracy in
order to reduce conflict and increase productivity, and an extended social
wage (ibid 1979, 51-54).

The media, the ACTU and ALP politicians increasingly argued in the Fraser
years that the failure to end the crisis lay mainly in local rather than global cir-
cumstances. As such, ‘rising unemployment and slow growth were seen as the
outcome of national economic failings rather than as a part of an economic
crisis common to all developed countries’ (Quiggin 1998, 77). The AcTU and
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ALP argued living standards would decrease and that Australia needed a
radical reorientation in order to deal with this. Such arguments helped to lay
the basis for a new project to address the economic crisis, especially as (con-
trary to the dominant narrative of neoliberalism’s origins) Australia’s right
was unable to cohere and implement a neoliberal reform project. Instead,
that project was to be the signal achievement of the next ALP government
through a pact between the industrial and political wings of the labour
movement.

4 Vanguard Neoliberal Stage: 1983-1993

The election of the Hawke ALP Government, on a platform of implementing
the Accord agreement with the trade unions, was the key moment in coher-
ing the vanguard neoliberal project in Australia. It is uncontentious to argue
that the election in 1983 signalled a sharp political-economic shift, but what is
in dispute—even now—is the nature of that reorientation. In this section—
and to a more detailed level in later chapters—I demonstrate that the advance
of neoliberalism in Australia was only made possible by the election of the
ALP government, preaching consensus and economic reform in the national
interest, and by deepening corporatism through the introduction of a social
contract. As the vanguard neoliberal stage is the focus of the remainder of the
book, this section briefly analyses the transition into the vanguard period.

41 The Impasse of the 1970s

The failure to resolve the 1970s economic crisis provoked a search among
progressive activists, trade unionists and labourist political organisations for
an alternative strategy to address the economic turmoil and maintain living
standards. In Australia this expressed itself in a number of ways. Many argued
there had been a failure of Keynesian tools to deal with stagflation and that
an alternative macroeconomic policy framework would need to be developed
(Beilharz 2009, 53). Simultaneously, there was a rejection of the embryonic neo-
liberal policy direction of the New Right, which the ALP and labour movement
believed would try to resolve the crisis in the interests of capital (Stilwell 1982).
The moment of crisis also came to be viewed as an opportunity to attempt
wider structural change to the political economy of Australia, especially by left
trade unions (Dettmer 2013, 186; Stilwell 1982). This latter group believed the
longer-term security of the working class could be achieved via comprehen-
sive changes to taxation, pensions, social services and workplaces—codified
in an agreement between the ALP and the trade unions (AMWSU 1977b, 1979,
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1982). Some in the left unions also believed a social contract would be a path to
socialism (Ross, O’Lincoln, and Willett 1986, 13).

It was in this context that the Accord emerged as the product of intersect-
ing processes. The Accord was an economic program from above, promoted
by politicians and their advisors inside the ALP and in the highest levels of
leadership of the trade union movement. This included Hawke (who was tran-
sitioning from the ACTU into parliament), Willis (later Federal Treasurer), John
Langmore (then advisor to Willis and later an ALP member of parliament) and
ACTU Secretary Kelty. The social contract as envisaged from above was not
one of radical transformation, but one intended to revive capital accumula-
tion, end industrial conflict, and address inflation by holding down wages. This
was a process that also included establishing the Accord as a way in which to
improve the ALP’s chances of re-election. It saw the industrial conflict of the
1970s not as a marker of working class strength, but as undesirable social divi-
sion and a brake on economic restructuring. Moreover, the ALP largely saw
Whitlam’s demise in the constitutional sacking of the government as arising
from his inability to be a good economic manager and bring industrial action
under control, which had coloured perceptions of the ALP more generally.

The Accord was simultaneously influenced by processes from below, reflect-
ing attempts by the labour movement, academics and parts of the left to pro-
mote and seek alternative economic solutions that would protect the working
class in the crisis (Bramble 2000, 243 & 247; G. Campbell 2000; Stilwell 1986, 8,
1982). As will be discussed in Chapter 8, the AMWU promoted the alternative
economic perspectives of thinkers like British economist and politician, Stu-
art Holland (1977), and produced and distributed booklets including Australia
Up-Rooted (AMWSU 1977b) and A People’s Economic Program (AMWSU 1977a).
While initially opposed to an incomes policy in the 1970s, the ACTU explored
social contracts at a number of conferences and, in 1981, carried a motion to
establish an agreement (Bramble and Kuhn 2011, 102).

According to those negotiating the new Accord, militancy had only taken
the labour movement so far in the economic downturn and a decade of
struggle had not maintained workers’ living standards. They argued that an
exclusively industrial strategy would be insufficient to resolve the economic
impasse, and that it was important to seek an alternative strategy in a concrete
political project. Such efforts were largely conceived as placing pressure on and
gaining influence within the state via a progressive government (Scalmer and
Irving 1999, 73—75). This turn away from militancy was based on underplaying
(and even dismissing) the way high levels of industrial struggle had shifted the
political terrain, so that ideas about union involvement in government—and
even the need for socialist transformation—could gain such a wide hearing
inside the labour movement.
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The failure of Whitlam and Hawke to establish a social contract influenced
the process to secure the Accord in two ways. First, as Daren McDonald (1984, 57)
argued, the experience of the Whitlam Dismissal was formative for Hawke and
convinced him ‘of the importance in securing a workable incomes agreement,
to winning and maintaining government'—despite the difficulties in achiev-
ing this. Second, in order for the cPA unions to be brought firmly into the so-
cial contract, either the form of the agreement (as touted by Whitlam) or the
political priorities of the unions had to change. The Accord architects needed
to incorporate the militant unions into the Accord process—not only because
of their ability to scuttle any agreement, but because of their capacity to pro-
mote the ideological argument in favour of the Accord within the wider labour
movement.

Securing agreement for the Accord was also achieved through the efforts
of Hawke and Keating in persuading the trade union movement that they
had little choice but to assent to a social contract in the midst of such diffi-
cult economic times. As mentioned above, Whitlam had argued the ALP had
always believed there was a productive relationship between the prosperity
of the private sector and the ability that it gave government, through taxa-
tion, to implement a progressive reform program. Hawke and Keating pursued
the position that the ALP was premised on a social harmony between labour
and capital (Johnson 1989), and this was later wrapped up neatly in an eco-
nomically ‘rational’ framework and ideas of trickle-down theory (Parker 2012;
Frankel 1993).

In 1980, when Hawke left the AcTU for parliament, he had already been
identified in opinion polls as the preferred Prime Minister over both Fraser
and then ALP Opposition Leader Hayden (National Archives of Australia 2014).
Once elected leader of the ALP, he argued that a social contract was the only
way the political and industrial wings of labour could bring an end to the social
conflict that had characterised the previous decade. Unions with less industri-
al strength also believed centralised indexation would provide their members
with a better outcome than direct bargaining had. When the economy entered
recession yet again in the early 1980s, and the Fraser Government successfully
sought the sanction of the Commission to provide only partial indexation and
subsequently a wage freeze (Odom 1992, 30), a crucial point had arrived for the
more militant unions.

The Fraser government had demonstrated its determination to decrease
real wages and the new downturn led to a fresh bout of redundancies in manu-
facturing. While ‘many in the labour movement did “maintain the rage” [after
the dismissal of Whitlam], seven years of strife brought only the exhaustion
of the contending forces and the triumph of new political leaders preaching
“national reconciliation” (O’Lincoln 1993, vii). Thus the:
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... 1981/82 recession and the industrial problems that occurred in that
period, structural changes and a rise in unemployment gave some needed
impetus to the discussions about an Australian Accord—discussions that
became more intense as the Fraser Government in 1982 offered the ‘solu-
tion’ of a six month wage freeze, voluntary price restraint and a curbing
of what it termed unlawful union power. Labor’s answer was to create a
partnership between the unions and the alternative government—a high
risk political strategy until the election of Bob Hawke as Labor leader just
as the 1983 election was underway

EASSON and FORREST 1994, 123-124.

In other words, neither the confrontational Fraser Government nor the his-
torically militant labour movement had achieved a decisive victory. The moves
towards an Accord, therefore, addressed an impasse in the left’s strategy for the
labour movement. In order to cohere the Accord, both the type of agreement
(industry policy and the social wage became key components) and the outlook
of the cpA unions (now willing to accept retrospective indexation and other
compromises) shifted. The social contract was shaped as not only an industrial
strategy—one that shifted the location of action and struggle from workplaces
to the state—but as a more general political one, where unions gained influ-
ence directly in political society.

These shifts in the labour movement occurred slowly over the 1970s, at the
same time as some economists were arguing that some form of indexation of
wages and prices would give unions certainty about maintenance of real wages
and eschew the necessity for industrial action. In some ways, such a proposal
was controversial, as wage indexation had been blamed by many economists
for inflation in the early 1950s (Beggs 2015, 207—208). However, given the arbi-
tration system had failed to limit wage growth in the 1970s, there was a search
for a new approach among key business advocates and sections of the state—
including inside Treasury.

Politically, even though many employers were sceptical of a social con-
tract, the reality of the Fraser years was that the natural party of business—
the Liberal Party of Australia—had failed to resolve the private sector’s eco-
nomic problems with a strategy of confrontation. Indeed, by the early 1980s,
the AMwuU and key employers were making agreements outside Fraser’s wage
suppression policies in exchange for promises of industrial peace (O’Lincoln
1993, 231). These deals were effectively ‘no further claims’ agreements to limit
militancy, which was central to the establishment of the Accord. Such deals
signalled the exhaustion of Fraser’s approach as one that could look after busi-
ness interests, opening the way for employer acquiescence to, or engagement
with, the Accord process under Labor.
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In opposition in the Fraser period, the ALP was dominated by the belief
that the Keynesian tools of monetary and budgetary policy were unable to
address the crisis—despite the fact that Keynesian macroeconomics was not
implemented fully and coherently in the Whitlam era. The more global argu-
ment that there was a fiscal crisis of the state became increasingly accepted
(O’Connor1973). The ALP felt unable to defend itself against the allegation that
it had engaged in reckless spending in the Whitlam era and contributed to,
rather than helped resolve, the economic crisis (Quiggin 1998, 77). As a result,
subsequent Labor leaders ‘were at pains to present themselves as responsible
economic managers and to distance themselves, as much as possible, from
Whitlam’ (ibid 1998, 77).

4.2 Developing the Accord

From the late 1970s, the ALP and AcTU worked together to develop an agree-
ment along several dimensions. A number of senior members of the ALP draft-
ed discussion papers on a prices and incomes policy, which were discussed with
the AcTU through the Australian Labor Advisory Council (ALAC) (Langmore
2000b; Willis 1979). In addition, various union officials and politicians studied
corporatist arrangements and visited the UK, Sweden* and other locations, in
order to design a social contract—or alternative economic strategy—for the
Australian context (Scott 2006). They included Keating, who visited Britain in
the late 1970s as Shadow Minister for Minerals and Energy and was influenced
by the then Callaghan Labour Government'’s ideas on strategic intervention
(Scott 2000, 218). As mentioned above, the ACTU also internally discussed the
possibility of, and content of, a social contract. And, importantly, the AMwuU
increasingly debated alternative economic plans and increased centralised
economic planning as a way to achieve socialist reform (AMwSU 1977a).

In the late 1970s and in the lead-up to the 1983 election, work towards an
incomes policy proceeded quickly. In September 1978, Langmore, then par-
liamentary advisor to Willis (the Shadow Minister for Industrial Relations,
Economic Affairs and Treasury) wrote the first paper proposing a prices and
incomes policy for internal ALP consumption (2000b). Support for the initial
paper from the ALP caucus and the party executive led to informal discus-
sions with leaders and staff of the AcTu (Langmore 20004, 20). The ALAC, the
standing consultative committee between the ACTU and the ALP, had met only

4 It is important to note that some believed that the character of Australian unions, institu-
tions and government compared with those of Sweden, meant any replication of a Swedish
model (as pursued through Australia Reconstructed) was impossible (Kriesler and Halevi
1997; Jones 1997, 34).
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twice during the period of the Whitlam Government, but it now became a cen-
tral forum in which to craft the Accord (Langmore 20004, 19).

In April 1979, Willis (1979) penned a document titled ‘The Case for a
Co-operative Prices and Incomes Policy under a Labor Government’ and pre-
sented it to the ALAC. It stated that a formal agreement would be ‘of great
assistance in the election of a Federal Labor Government, but that essential
to retaining office was the successful implementation of an agreed policy
package ‘in respect to prices and incomes ... with the purpose of restraining
inflation and equitably redistributing income, wealth, and economic power’
(ibid 1979). Soon after, in May 1979, Willis delivered a key speech at the La-
bor Economists’ Conference on the ‘Role of Incomes Policy’. Willis argued that
‘full employment would not be obtainable if each side of the Labor movement
simply [went] on “doing its own thing” as was very much the case when Labor
was last in government’ under Whitlam (cited in Langmore 20004, 20). Willis
emphasised that:

... an essential aspect of a viable prices and incomes policy must be that
it has a redistributive element—that a basic aim of the policy is to bring
about a more equitable distribution of income, wealth and power (ibid
20004, 20).

In sync with the private discussions at the ALAC, a number of unions were call-
ing publicly for ‘cooperation not confrontation’ as a solution to the economic
turbulence. ACTU Secretary Peter Nolan (1979, 2) argued in an address on ‘The
Challenge of the 1980s’ that the AcTU:

... has suggested, advocated, even preached at time[s], that there should
be national conferences of governments (we seem to be blessed with
several) — employers, unions and even financial institutions to allow
their points of view or policies to be expressed and debated. Hopefully
a broadly based consensus of how well we deal with the day to day prob-
lems of this country, let alone what we may be doing next month, will
emerge. It might, such a national conference, if we ever got to it, lead to
some sort of national economic planning.

There was a rhetorical element to this call, with the unions seeking to paint
themselves as seeking consensus and the government painted as the leading
edge of militancy. However, there was also real desire for a new political strate-
gy. The new approach was focused on high-level negotiations with the govern-
ment, rather than workplace strategies exercising industrial muscle—despite
the relative historic strength of the unions at that point in time.
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Formal negotiations between the ALP and ACcTU, when Bill Hayden was
leader of the Party, produced the Accord agreement. The agreement was
signed in principle by the AcTU Executive and announced publicly on 20 Au-
gust 1982, about six months before the federal election (Singleton 1990, 142).
ACTU delegates overwhelmingly sanctioned the Accord at a special conference
on 21 February 1983, during the election campaign.® In his statement to the
ACTU conference, President Cliff Dolan outlined the Accord’s ‘fundamental
consideration’ as follows:

First, it accepts the need for more expansionary economic policies to
generate sustained growth and generate employment.

Second, there is agreement that a centralised wage fixation system based
on equity and egalitarian precincts will be supported.

Third, [it implements] consensus between major participants in the
economy—governments, unions and employers. The ongoing policy is
premised on accord not discord, cooperation not confrontation

ACTU 1983.

Hawke replaced Hayden as ALP leader only weeks before the ACTU special
conference, and went on to win the federal election and establish the Accord
as government policy. The ALP was able to present itself as not so close to the
unions politically as to be controlled by them, but close enough to ensure it
was the only party that could address industrial unrest. The electoral victory
on 5 March 1983 was a landslide and the political victory was decisive. For the
first time in Australian history, the unions entered into a formal social contract
with a federal government.

Once elected, the ALP moved to address both the economic crisis and the
longer-term structural issues in the economy, especially in manufacturing,
through economic structural adjustment. By this time, virtually every major
union in the country was backing the Accord and its agenda of suppression
of real wages and industrial action—although the parties didn't describe
it in those terms. There was also widespread consensus within the ALP and
the union movement that higher wages had resulted in lower profits and pro-
longed economic slump (O’Lincoln 1993, 236).

Australian crisis management parallels Panitch’s (1976, 3) description of the
UK in the 1970s where:

5 Inote, however, that Michael Rizzo (1991) argued—based on his interviews with union lead-
ers during the Accord period—that some did not take the Accord process seriously, as they
did not think it would amount to more than election propaganda.
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... in an attempt to control price inflation in the context of managing a
predominantly private enterprise economy, both [Labour and conserva-
tive] governments turned toward securing ... ‘in the national interest’ ...
wage restraint from the trade unions.

Both sides of politics in Australia argued that (to resolve the crisis) wage
growth had to be suppressed in the ‘national interest, although in practice
this was implementing the state’s own interests in managing economic crisis
through securing stable accumulation. The labour movement’s incorporation
into that hegemonic project was a key objective of the Accord, as the central
mechanism of a wider restructuring program to address the crisis.

In practice, the Accord was a series of agreements (Mark 1 to Mark viir)
between the ALP and the AcTU, commencing with the original agreement
voted on by AcTU Special Conference, in February 1983, just prior to the fed-
eral election. The content of the agreement is set out in the next chapter, and
the implementation of it and its successors is detailed in the remainder of the
book. The Accord was implemented by five successive ALP governments, from
1983 to 1996, under the leadership of Prime Minsters Hawke and Keating. Over
its lifetime, the Accord proved to be a particularly flexible, adaptive and last-
ing framework, despite constant warnings of its impending demise (Stilwell
1986, 148).

Over time, the Accord involved a protracted assimilation of the unions and
their members into the Australian state’s neoliberal imperatives. Despite the
unions claiming they would only continue to support the Accord if it delivered
for their members, the left unions entered the social contract with no clear
exit strategy if the stipulations of the document were not implemented. As the
Accord period progressed, the ‘contrast between [its] policy commitments and
[its] policy in practice’ was stark (Stilwell 1986, 109). Ultimately very little was
achieved by the Accord and wages policy was ‘integrated into a quite different
program of austerity and regressive distribution’ (Stilwell 1993, 84).

At the same time, the Hawke and Keating Governments implemented many
of the reforms that are considered paradigmatic of neoliberalism. As discussed
in the following chapters, these ‘vanguard’ reforms included: floating the Aus-
tralian dollar and abolition of exchange controls; entry of foreign banks; fis-
cal austerity; inflation-targeting monetary policy; general reductions in tariffs;
privatisation and corporatisation of public assets and agencies; promotion of
free trade; competition policy; welfare ‘targeting’; and direct attacks on dis-
sident trade unions. For example, by the time of the defeat of ALP in 1996, it
had implemented many policies that had been advocated in the fundamen-
talist neoliberal document produced by New Right ideologues in the Fraser
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era—Australia at the Crossroads (Kasper, Blandy, and Freebairn 1980). John
Quiggin (1998, 78) has argued that in many areas the ALP actually went further
than the authors of Crossroads proposed.

Despite this, the Accord’s legacy remains hotly debated and ‘there is little
evidence that the fundamentally anti-labour character of [the] economic
policy orientation has been acknowledged’ (Stilwell 1993, 84). While commen-
tators have sometimes presented the shift in economic policy as somewhat
problematic, or done only out of necessity, it is important to recall that the
vanguard neoliberal period’s reforms were openly and publicly ‘presented as a
break with the dogmas of the past’ (Quiggin 1998, 80). The government pros-
ecuted an argument for structural adjustment and the ‘opening up of the econ-
omy’, on the basis that all sections of society would benefit in the longer term
from such efforts. In this way, the economic restructuring was presented as a
positive collaborative project of reconciliation centred on the Accord (Keating
2012; Kelty 2012; Megalogenis 2012, 41-51).

In Davidson’s description of the vanguard phase, the weakening of the
trade unions was a decisive and necessary component in that it allowed for
the successful implementation of ‘all the other components of the neoliberal
repertoire’ (Davidson 2013). Basing his analysis primarily on the UK and US
examples, Davidson mapped out three chronologically overlapping strategies
that delivered the ‘successful onslaught on the labour movement’: mass unem-
ployment; set-piece confrontations with key groups of state workers; and pro-
motion of new, un-unionised industries (ibid 2013). The hobbling of the trade
unions was also necessary in Australia, but took a radically different form—a
corporatist social contract that unions willingly signed but which weakened
and disorganised them as the full panoply of the neoliberal economic program
was driven through by ‘their’ government. How this occurred is explored in the
following three chapters.

5 Piecemeal Neoliberalisation Stage: 1993—2008

This section argues that the piecemeal neoliberalisation stage involved the
latter years of the Accord period, and the term of the Howard government.
Given, the content of this book on the relationship of the Accord to neoliberal-
ism, this section focuses on the transition out of the vanguard neoliberal stage
in the middle of the Accord years and the final of the years of the Accord.
While the period 1983-1993 was dominated by public advocacy for neolib-
eral reforms and open calls for sacrifice in order to address economic prob-
lems, by the end of Labor’s first decade in office there was a shift from the
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vanguard phase to one of piecemeal neoliberalisation. The project moved
from being a positive project framed around collective sacrifice and involving
landmark reforms, to one that involved ongoing smaller-scale changes within
a less coherent political framework. It is not that neoliberal reform ceased, or
became unimportant, but that vanguard reforms could not be implemented as
easily because of a growing rejection of the neoliberal agenda in the electorate
(although without large-scale social movement and industrial activity of the
sort that characterised the 1970s). Davidson (2010, 47) usefully characterised
the similar shift in Britain as a move from a ‘regime of reorientation’ (meaning
vanguard neoliberalism) to a ‘regime of consolidation’.

The Hawke-Keating Government’s reform program in the 198os had not
decisively corrected high unemployment, relatively high inflation and high
interest rates. This undermined the political class’s ability to argue for more
restructuring on the basis of sacrifice. Further, after eight years of difficult eco-
nomic reform—in which there was economic growth alongside declining real
wages and increasing inequality (Frijters and Gregory 2006)—the recession of
1991 rendered the government and its policy agenda deeply unpopular. The
failure of Hawke to recognise the impact of the recession, the worst since the
Great Depression, and to shift his focus from social consensus around the Ac-
cord and neoliberal reform, were major factors in the exhaustion of his Prime
Ministership. There was increasing talk of Keating (Treasurer and Deputy
Prime Minister at the time) challenging Hawke in order to replace him, which
he did successfully in December 1991. While there was a brief rise in the ap-
proval rating for the Prime Minister after Keating won the leadership of the
parliamentary party from Hawke, it quickly declined until the 1993 election
(see Figure 5.2).

The 1993 election was fought around the Liberal Party opposition leader
John Hewson’s Fightback! program. His election platform was premised on
leveraging voters’ anger at the government, in the wake of the 1991 recession,
into support for an even more radical set of neoliberal reforms, including: fur-
ther changes to the industrial relations system; a partial dismantling of the
new health system (Medicare); and the introduction of a flat consumption tax
(GST). In reality, the package was a logical extension of many Hawke-Keating
era reforms and, in the case of the GsT, something Keating had himself once
proposed. Initially, Hewson was well ahead of Keating in the polls, even after
the release of Fightback!. The key turning point was the election of Jeff Ken-
nett’s Liberal Party state government in Victoria (1992—1999) on a platform of
similarly aggressive neoliberal reform.6 However, Kennett immediately broke

6 The John Cain Victorian ALP state government (1982-1992), which preceded Kennett, had
also been pushing in a neoliberal direction during the Accord era.
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FIGURE 5.2 Australian Prime Minister approval rating (%), 1981-1991
Note: Newspoll was established in 1985 and data commences from that date. The
data used to produce this graph was publically available at newspoll.com.au, until
end of June 2015.
SOURCE: NEWSPOLL

a pre-election promise to not cut workers’ penalty rates and there were mass
trade union protests across the state (Megalogenis 2006, 802). This increased
concern across the country that Hewson would replicate Kennett’s unpopular
attacks nationally. Hewson and others credit these events as key to his declin-
ing popularity and eventual defeat (Megalogenis 2006, loc 1403).

Popular opinion suggested that the 1993 election was ‘unwinnable’ for the
ALP, in the wake of the 1991 recession and alongside a tide of sentiment against
the government’s economic reform program. Keating grasped that Labor could
not win the election either by simply warning of the ‘threat’ from Fightback!,
given the ALP’s record in government, or by campaigning on a positive es-
pousal of the neoliberal agenda. Keating, for practical purposes, decided to
run against his own neoliberal record and oriented the election campaign on
a more traditional social democratic agenda around job creation and tax cuts
for workers. Keating’s One Nation (1992) speech emphasised a more tradition-
al objective for the ALP: the need to deal with unemployment and a promise
to create 800,000 jobs in four years. He was able to create sufficient distance
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between the ‘social democracy’ of the ALP and the ‘free-market’ agenda of the
Liberal Party, despite Labor’s clearly neoliberal agenda up to that time.

Hewson'’s campaign lost ground in the days before the election and the ALP
was returned for an historic fifth term with an increased majority. Keating
(1993) began his victory speech by saying ‘this is a victory for the true believers,
the people who in difficult times have kept the faith’ acknowledging that ‘the
Australian people [were] going through hard times’ The speech was a general
call to the party faithful—the traditional base of the party in the trade unions
and in working-class electorates—attempting to draw together the fractured
Labor project.

The election honeymoon did not last long and a brief surge in approval for
the Prime Minister fell away (see earlier Figure 5.1). In August 1993, Keating’s
treasurer John Dawkins delivered a regressive budget that the AcTU called ‘in-
defensible’ (Keane 2014). The Dawkins Budget was so unpopular in the elector-
ate that it provoked an unprecedented caucus revolt (Peake 1993). Alongside
this, Keating introduced enterprise bargaining, with the backing of the unions
(Briggs 2001), thereby ending elements of the centralised industrial relations
system that had been the cornerstone of the ALP’s platform for a century and
further advancing neoliberal re-regulation of the labour market. This policy
change resulted from a complex set of circumstances and was supported by
the union bureaucracy, because of the negative impact of the Accord on real
wages (discussed in detail in Chapters 6 and 8). The horror Budget and the
workplace reforms ‘killed the Australian public’s enthusiasm for the Keating
government, consigning the Labor Party to the electoral gallows’ (Carney 2002).
Keating subsequently pursued an increasingly incoherent mishmash of initia-
tives to try to revive his fortunes, but when faced with a reinvented New Right
Liberal Party leader in John Howard—now promising a ‘relaxed and comfort-
able’ nation after 13 years of frenetic reform—the government was defeated in
a landslide in March 1996.

5.1 Howard’s Piecemeal Neoliberalism

Howard, a well-known admirer of the Thatcher revolution, proved unable to
carry out the radical reforms for which many in his party and the New Right
had been waiting. The pattern of rapid and large-scale reforms of the vanguard
neoliberal era had come to an end. For example, while the government was
able to remodel the higher education sector (by expanding the deferred fees
program put in place by the ALP and extracting industrial changes on cam-
puses from university administrations), it was unable to enact desired compo-
nents of the New Right agenda. Similarly, while further privatisation occurred
under Howard, the government was unable to privatise key targets such as
Medicare directly (although there was a more passive undermining through
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the extension of private health coverage). In short, pet proposals of hard-line
neoliberals—such as education vouchers and dismantling public health—
were sidelined.

While Howard did enact some significant neoliberal reforms, in particular
around workplace relations and free trade agreements, the initial phase of his
incumbency saw a significant percentage of the Liberal and National party
bases peel off to the right, in support of the anti-globalisation and racist One
Nation party of former Liberal candidate Pauline Hanson (Brett 1998). How-
ard’s later WorkChoices industrial reforms, introduced in a fit of hubris after
an unexpectedly strong re-election victory in 2004, were strongly opposed by
trade unions, non-government organisations and some churches. The pro-
posed reforms also received a lukewarm response from the business sector
they were designed to serve, causing Howard to hesitate and water down the
legislation (although it was still regressive).

Lacking a clear policy agenda, the Liberal Government was defeated by a
reinvigorated ALP in 2007. So decisive was the Labor victory under the lead-
ership of Kevin Rudd, that Howard lost his own (formally safe conservative)
seat—only the second time a prime minister had done this.” Paul Kelly (2009,
75), a veteran political commentator, cut through the revisionist claim that
Howard presided over the highpoint of neoliberal reform in Australia when
he stated:

[The 1993 election] ... extinguished more than John Hewson’s dreams—it
terminated the neoliberal political experiment. This was the conclusion
of both Paul Keating and John Howard and they operated on this assump-
tion. ‘Big bang’ liberalism was finished as an ideology and a strategy for
the Liberal Party. ... The claim won its greatest traction in early 2009 when
Prime Minister Rudd, in a significant analysis, accused the Liberal Party
of being ‘the political home of neoliberalism in Australia’ and attacked
the Howard government for being the local champion of the neoliberal
philosophy that had brought the world to the financial precipice. Such
claims generated a political bandwagon. But they cannot be sustained
by the story of Australian public policy. It is tempting for Labor to depict
the demise of Australian neoliberalism in 2007 with Howard’s fall but the
only tenable location for such an event is the 1993 poll.

Kelly was correct to identify the shifts that took place in the early 1990s as cru-
cial. However, the end of the vanguard period was not something that simply

7 The first being when ALP Prime Minister Scullin lost his seat in the midst of the Great
Depression
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occurred at the level of political rhetoric or ideology, as he implied. It was the
result of deepening resentment toward neoliberal restructuring within the
electorate, ending the possibility of politicians being able to win government
by campaigning openly on a reform agenda.

6 Crisis Stage: 2008 Onwards

Piecemeal neoliberalisation reached its endpoint with the global economic
crisis of 2008. Originating in the US housing market and the complex system
of debt-related derivatives surrounding it, then flowing onto other sections of
the North American and international economic systems, the global financial
crisis signalled the collapse of any remaining practical coherence in the neo-
liberal political project in Australia. In order to ‘save capitalism from itself’
(Rudd 2009), governments at the centre of neoliberalism did what many would
have considered unthinkable: pump-primed national economies; nationalised
banks; and bailed out financial institutions while undertaking economic activ-
ity previously carried out exclusively by the private sector. While such efforts
were not unheard of in the neoliberal era prior to the crisis, they intensified
and were generalised across the advanced capitalist countries.

In Australia, the Rudd Labor government implemented a stimulus package
that focused on securing bank deposits; stimulated the at-risk construction
and retail sectors (through building school capital works and placing $900 cash
in the hands of every tax payer); and engaged in medium-term infrastructure
works (the home insulation program) (Parker 2013). More recently, govern-
ments and supra-national bodies have used varying combinations of austerity
and stimulus, in an effort to restore stable accumulation and minimise eco-
nomic costs to the capitalist class. These policy responses have generally been
pragmatic and often contradictory crisis management responses, rather than
a coherent new hegemonic project. Indeed, the post-2008 period has been
accompanied by growing political crisis and upheaval, most spectacularly in
the ‘peripheral’ countries of the Eurozone.

The responses to the current crisis have generated debates over whether
this is a decisive crisis of the neoliberal project, or just one crisis within its con-
tinuing logic—in effect asking whether this is a crisis ‘in’ or ‘of’ neoliberalism
(Saad-Filho 2010). Alternatively, some have argued that, after some hiccups,
the crisis has seen neoliberalism re-emerge stronger than ever (Davidson 2015;
Mirowski 2013). One useful way to think about neoliberalism’s ‘crisis’ may be to
see it as a crisis through neoliberalism. This focuses attention on how neolib-
eralism’s internal contradictions have forced change and adaptation, often of a
kind that results in public policies that diverge greatly from those traditionally
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associated with neoliberalism. However, it is not a period in which neoliberal
ideas have been eradicated from public life, given that: neoliberal ideology still
circulates; various neoliberal practices continue; and past neoliberal reforms
remain embedded in political-economic structures.

7 Conclusion

Periodisation is a process of differentiating between historical periods in order
to highlight continuities and discontinuities. The genesis of vanguard neolib-
eralism in Australia was located in the failure of crisis responses by the Whit-
lam and Fraser governments, plus the coming together of tendencies within
the industrial and political wings of the labour movement to mount a more
coherent political project. Both the Whitlam and Fraser Governments were
unable to curb wage growth and industrial militancy. The attempted political
resolution to the economic crisis by conservative forces—through the destruc-
tion of the ALP government via the constitutional sacking of Whitlam—can be
contrasted with the ensuing failure by Fraser to develop a hegemonic project
to successfully address the economic difficulties.

The conservatives also provoked significant social resistance and the
government’s strategy was quickly exhausted when the labour movement
successfully withstood a number of the regressive policies including a wage
freeze. With recession returning in the early 1980s, the Fraser government was
unable to develop an approach to ensure the re-establishment of successful
accumulation. At the same time, the trade union movement and the left were
at an impasse, with industrial action failing to maintain living standards. It was
these circumstances, alongside efforts inside the ALP and trade unions, which
cohered the Accord. The Accord tied the labour movement to political society
and the state, at the very moment the new ALP Government would implement
widespread political-economic change. In this way, the Accord facilitated the
advance of the vanguard neoliberal project in Australia.

Following the recession of 1991, the ability of political society to continue
mobilising civil society support for neoliberal reform was greatly diminished.
At one level, as has been argued in this chapter, this was due to widespread
public concern at the considerable social costs and limited social benefits of
the vanguard reform era. This eroded hegemony resulted in the piecemeal neo-
liberalisation phase.

This periodisation can help explain why, in Australia, the political right
failed to drive through vanguard neoliberal reforms, and how the election
of the ALP Government in 1983 brought together the social forces needed to
cohere a state-centred hegemonic neoliberal political project. The following
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chapters will expand on how the suppression and disorganisation of the labour
movement were chiefly achieved through consensual agreement, rather than
outright confrontation, as it had been in other spatial locations.

Contrary to Rudd’s (2009) assertion that the ‘political home of neoliberal-
ism in Australia is, of course, the Liberal Party’, the account of neoliberalism
developed in this chapter demonstrates that it was in fact the election of a
Labor government in 1983 that was the harbinger of neoliberal restructuring.
Subsequent chapters will concretely explain how the nominally ‘Keynesian’' or
‘social democratic’ corporatism of the Accord was actually central to the Aus-
tralian vanguard neoliberal period. It is to the content of the Accord specifi-
cally, and to the suppression of real wages, I now turn.



CHAPTER 6

The Disorganisation of Labour

The parties to this accord are aware of the difficulties which abound in
finding solutions which meet the social and economic goals to which
both are committed. We state this difficulty not by way of apology but to
indicate the understanding we share of the difficult task ahead, and the
consequential importance of the shared commitment to facing those dif-
ficulties through humane policies based on consensus.

ALP and ACTU, 1983, Statement of Accord

1 Introduction

The protracted economic crisis of the 1970s led to increased support, in
both the political and industrial wings of the labour movement, for a social
contract that would limit wage growth to the level of inflation. In return for
wage restraint on the part of the trade union movement, the social contract
agreed to the moderation of prices, an expanded social wage and tax relief.
However, over the life of Accord, the agreement narrowed from the broad
focus of the original statement to concentrate primarily on wages policy—a
focus which was, in effect, on real wage suppression. This chapter examines
the content of the Accord and how the main component—wages policy—was
implemented over the eight editions.

While the initial Accord was a document that fitted with the ‘ALP in op-
position’ and a broadly progressive social democratic framework, the Accord
was adjusted to fit the neoliberal reform focus of the ‘ALP in government’ after
the 1983 election (Quiggin 1998, 79). The introduction of the agreement and its
content shifts in relation to wages cannot be understood outside of either the
prolonged economic malaise that persisted until the early 1990s or the advance
of the vanguard neoliberal project in Australia.

The first section of this chapter outlines the content of the original Accord
statement, and the second section outlines the shifts in wages policy under
the Accord—from Mark 1 to Mark vi11. The third section outlines and dem-
onstrates the scope of wage suppression, then commences the consideration
of how the income policy component of the Accord contributed to the dis-
organisation of the labour movement in Australia (which is continued in the
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following chapters). While this chapter focuses explicitly on wages policy,
the two following chapters examine the other policy divergences from the
original agreement—including the suppression of industrial action and the
re-regulation of the industrial relations system with the introduction of enter-
prise bargaining.

2 The Accord Agreement

The Hawke Government was elected on a platform of implementing the
Accord, and the agreement sought to address stagflation by tackling upward
wage pressure. In return for the labour movement voluntarily holding down
wages, the government agreed to a number of policies including full wage
indexation, industry policy, tax concessions and an expanded social wage.

The ‘social wage’ is generally understood as non-wage ‘benefits in cash and
in kind received by workers from state expenditures minus the total taxes paid
by those workers to the state’ (Maniatis 2014, 16). In the context of the Accord,
the planned non-wage benefits included expanded public health, tax conces-
sions and increased social security payments. In relation to the Accord, the
social wage is generally also understood to include the expanded compulsory
superannuation system—even though these privately managed retirement
pension contributions are employer-payed (rather than part of state expen-
diture), other than the forgone tax receipts on that component of a person’s
income.

The social contract set out a broad and comprehensive economic plan, with
the stated aim of ensuring:

... living standards of wage and salary earners and non-income earning
sectors of the population requiring protection [were] maintained and
through time increased with movements in national productivity.

ALP & ACTU 1986, 162-163

Importantly, the Accord also returned the Australian industrial relations sys-
tem to centralised wage fixing with full indexation, after its breakdown during
the Fraser Government wage freeze. The parties agreed that ‘government policy
should be applied to prices and all income groups, rather than, as has often been
the case, to wages alone’ (ibid 1986, 163). The agreement established a process
of continuous consultation between the ALP and the ACTU, to be embedded
and supported at all levels of government. The agreement established ‘a repre-
sentative tripartite body [with business which had] responsibility for advising
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on the prices and incomes policy and for monitoring and discussing problems
associated with the implementation’ (ibid 1986, 175).

The Accord consisted of four sections: an introduction setting out the gen-
eral political-economic context; a statement on the nature of incomes and
prices policies; a brief section on the elements of such policies; plus a longer
section in overview of the policy details agreed between the parties. Wages
policy was one aspect of the agreement, alongside a more general economic
management program related to price control, targeting of non-wage incomes,
taxation, migration, government employment and government expenditure.
The agreement explicitly committed the government to ‘an equitable and
clearly discernible redistribution of income’ (ibid 1986, 163).

The introduction opened by acknowledging the depths of the economic cri-
sis and stated that a radical new approach was needed in order to ensure eco-
nomic recovery. On the one hand, the agreement blamed overseas economic
factors for the inability to return to full employment. On the other hand, it
argued that the Fraser Government was specifically culpable for domestic
factors. The statement stated that stagflation, unpredicted by economists in-
ternationally, meant the crisis was unable to be addressed by ‘conventional
economic weapons of fiscal, monetary and exchange rate policy, however var-
ied and applied’ (ibid 1986, 159).

The introduction stated that the severity of the crisis had been made worse
by Fraser’s recourse to monetarism, leading universally to spiralling unem-
ployment and interest rates, low or negative economic growth, stagnant or
declining living standards and continuing high inflation’ (ibid 1986, 160). The
Accord argued it was ‘abhorrent’ to use unemployment to control inflation.
The agreement stated that Fraser’s macroeconomic approach had led to ‘nega-
tive growth, double digit unemployment, double digit inflation and no sign of
recovery’(ibid 1986, 160). The ALP and ACTU argued that:

. economic recovery [would] soon lead to increased inflation, thus
forcing the Government to adopt contractionary anti-inflation policies
which [would] truncate the recovery and prevent any restoration of full,
or even near-full employment (ibid 1986, 159).

The introduction argued that no economic program would be able to meet
the objective of full employment in the short term. While the parties stated
the goal of full employment remained the prime objective (positioning it as
distant from Fraser’s ‘inflation first’ strategy), this signalled an important shift
in the orientation of the ALP and AcTU. Ultimately, the Accord was a docu-
ment that accepted ‘the imperative of price stability: there [was] no notion
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of exploiting the trade-off between unemployment and inflation’ (Beggs 2015,
262). The importance of this statement was that, while the Accord sought to
draw distance between the social contract and an ‘inflation first’ strategy, in
practice it prioritised bringing down inflation over reducing unemployment.
The document claimed that an Accord strategy was more likely than any other
to result in prolonged growth, reduced unemployment, and an increase in liv-
ing standards without increasing inflation. Thus, the parties argued that the
Accord would provide for the ‘resolution of conflicting income claims at lower
levels of inflation than would otherwise be the case’ (ALP & ACTU 1986, 160).

The Accord was posited against the Frazer wage freeze and suppression as a
long-term strategy for economic recovery and the maintenance of living stan-
dards, which the document argued was unlikely to be successful and would
result in depressed living standards (ibid 1986, 161). Moreover, it fashioned the
argument in class terms, by arguing that Fraser had been willing to reduce the
wages of low and middle-income earners but not the incomes of non-wage
earners—because no action has been taken on prices. The agreement argued
that the approach of the Fraser Government was unfair, increased inequality,
provoked industrial confrontation, and could not provide a cure for stagfla-
tion. The final paragraphs of the introduction underlined the view of the ALP
and ACTU that:

... for policies based on incomes and prices to work, within a framework
of policy measures directed at alleviating unemployment and redistrib-
uting income and wealth to the less well-off, ... a greater understanding
of the complexity of the economy by key participants—governments,
employers, and unions—[would] be required for the policy approach to
realise its full potential (ibid 1986, 161).

Thus, although the agreement was only signed by the ALP and the AcTuU,
it contained the foundations for a strategy involving the state, labour and
capital.

Section two of the agreement detailed the nature of the prices and in-
comes components. It stated that improvements to living standards could
only be achieved through processes other than money wage increases, given
the persistence of high inflation (ibid 1986, 162). The parties insisted that
any new process must be consensual, and apply to wage and salary earners,
as well as non-income earning groups. In short, they committed to a new
decision-making process that would be comprehensive and equitable, based
on co-operation rather than confrontation. The Accord also stated it would
aim to eliminate poverty (Sonder 1984, 155).
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Section three diminished certainty regarding the implementation of the
agreed components. It stated that both parties agreed that ‘policies must
remain flexible to some degree’, although new policies would need to abide
by various ‘fundamental features’ including the protection of living standards,
and not be restricted to wages only (ALP & ACTU 1986, 162—163). This position
was also clear in union statements in the early period of the Accord, when
leading officials argued there was ‘a mutual understanding that the ... terms
of the Accord [were] not immutable and there [might] be the need for refine-
ment or alteration over time’ (Dolan 1984). This is important in understanding
how some in the Accord process could take the view that the components of
the agreement were quite firm, while others saw the agreement as providing
more general parameters that may need to be revised in response to changes
in the economy.

Section four of the Accord set out the specific components of the policies.
These were, in turn: wages and working conditions; non-wage incomes; taxa-
tion and government expenditure; industrial relations; industry development;
industry protection; change adjustment; migration; social security; occupa-
tional health and safety; education; health; government employment; and
implementation mechanics. The policies following this related to: full wage
indexation; appropriate sharing of increased productivity by wage and salary
earners; legislative action on prices and non-wage incomes; progressive tax
reform; industrial relations reform; increased social spending on social
security, education and health; industry development policy; tripartite indus-
try councils; and migration policy with an emphasis on family reunion and
refugee intake.

While the agreement—taken as a whole—was broad and covered a range
of policy areas, at it heart it focused on wage restraint in order to: reduce infla-
tion; increase growth; decrease industrial action; and address unemployment
(but not with the aim of restoring full employment in the short term). Its cen-
tral goal was to ensure that the next period of growth did not lead to a ‘wages
explosion’.

3 Wages and the Accord

While wage suppression is not unique to neoliberalism (and, as discussed in
Chapter 3, is a focus of many social democratic corporatist arrangements) it
was central to vanguard neoliberalism in Australia for three reasons. First, after
the failure of ‘Keynesian’ strategies to resolve the crisis in the 1970s, a proac-
tive union leadership became committed to a solution based on offering up
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organised labour—and its ability to increase its own exploitation by accept-
ing ‘wage restraint’ on a national basis—as a critical tool of macroeconomic
policy. The arbitration system had always been an instrument directed, in
part, at moderating labour incomes. The failure of arbitration to maintain
wage relativities (real wages and wage share of GDP) in the 1970s resulted in
the state being unable to impose such constraints through the usual mech-
anism (Beggs 2015, 202). The Fraser years had also proven that labour resis-
tance to measures directly imposed by government could easily be broken by
militancy. Thus, the ALP in government gained the voluntary cooperation of
the unions on wages (and sought that of capital on prices) in order to achieve
those ends.

Second, ithasbeen more generally argued that ‘the “disorganisation” of work-
ing class organisation, in unions and political parties, [was] one of the central
objectives of neoliberalism’ (Albo 2009, 121; see also Cahill 2002, 227). While
implemented consensually—and only possible because of the size, strong
organisation and centralised nature of the Australian union movement—the
suppression of wages through the Accord was indispensable to the industrial
disorganisation of labour that took place in the 1980s and 1990s.

Third, as Harvey (2005) argues, the shift in national income from wages to
profits was a key feature of the neoliberal period. As detailed below, this was
successfully implemented in Australia through the centralised wage setting of
the Accord.

3.1 The First Accord (1983)

Prior to being elected in 1983, the ALP in opposition was already managing
expectations about whether it would support fully the Accord’s wage index-
ation component. Three days after the press conference announcing the
Accord, and prior to Hawke becoming ALP leader, it was reported that the:

...[opposition] spokesman on industrial relations, Mr Hawke, [had] con-
ceded that under the prices and incomes policy, there would be circum-
stances in which a Labor Government would want workers to get less
than full wage indexation.

WEST 1982, 4

After the election, and less than two months after the Accord was passed by
the acTU Special Conference, Hawke again dampened expectations that full
indexation would be delivered. Hawke announced that Fraser’s price freeze
would remain in place until after the April Economic Summit (a national meet-
ing between the government, unions, business and others) and subsequently
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extended the freeze until later in the year. Thus, the ‘six month wages freeze
enacted by the Fraser Government in 1982 was de facto extended by a further
six prior to full indexation at a National Wage Case’ in 1983 (Easson and Forrest
1994, 129).

In September 1983, the I1RC heard the submissions of the government,
unions and business at the first National Wage Case. The Commission agreed
to the broad scope of the Accord, reintroducing indexation of wages, salaries
and over-award payments based on Consumer Price Index (CPI) movements
in the previous two quarters. The Commission in the first year ordered two
wage increases of 4.3 percent and 4.4 percent. The IRC deferred consideration
of the unions’ claim for a productivity increase until after 1985 and rejected
claims to reduce the working week below 38 hours (Willis and Wilson 2000, 2).
Certain unions also sought a 9.1 percent catch-up pay rise for the period of the
wage freeze, but this was refused. Those unions which continued to pursue it
directly with employers were policed and pressured to desist by the Govern-
ment, the ACTU and employers in a number of ways—as will be discussed in
Chapter 8.

In 1984, the first indexation decision was deferred ‘for the impact of the
Medicare Levy on the cPI in September’ (Easson and Forrest 1994, 129). The
government and the IRC argued that ‘real inflation had been negative in that
period. The second increase, September—December, was at the full indexation
of 2.7 percent (Stilwell 1986, 42). Thus, there was no full indexation of wages
under the first Accord.

Table 6.1 summarises the Accord Mark 1 determinations and the subse-
quent decisions and Accord revisions discussed in the rest of this chapter.

Wage developments in 1984 took place alongside what was known as ‘the
Trilogy’ commitment—a fiscal approach announced in the lead-up to the
1984 election. The Trilogy commitment was that the government would not
increase: (1) total taxation as a percentage of GDP; (2) total government expen-
diture as a percentage of GDP; or (3) the size of the budget deficit as a percent-
age of GDP (Odom 1992, 53; Scott 2000, 219). Within a short space of time, the
government had moved to a severely constrained fiscal policy stance, under-
mining its ability to deliver on the expansionary policies of the original Accord
(Scott 2000, 219). While the government initially increased social spending, the
level of expenditure quickly dropped to the same as, or lower than, that of
the previous Fraser Government (Johnson 1989, 101). The government was, in
effect, shifting to implement an ‘inflation first’ strategy (Kuhn 1993, 26). This is
because the government routinely prioritised policies to bring down inflation,
even if they increased unemployment or had other negative consequences for
the working class.



116 CHAPTER 6
TABLE 6.1 National Wage Case decisions under the Accord
Accord Calendaryear cPIincrease Nationalwage case Operative date
increases
Mark1l 1983 4.3% 4.3% 6 October 1983
4.1% 4.1% 6 April 1984
1984 -0.2% Deferred
2.7% 2.6% 6 April 1985
Mark 11 1985 3.8% 3.8%
4.3% 2.3% (2% 4 November 1985
discounted due 1 July 1986
to fall in $)
Mark 111 1986 6.7% $10 Tier One flat 10 March 1987
increase, plus possible
4% (Tier Two)
1987 9.3% $6 flat increase 5 February 1988
Mark1v 1988 7.3% 3% plus $10 (award  Available from 1
restructuring: SEP) September 1988
after 6 months (ap-  and 1 March 1989
prox. 5.2% in total)
Markv 1989 7.3% $20-$30 in two Available from
instalments (approx. August 1989
6.0% in total) (SEP)
Markvi 1990 8.0% 2.5% (SEP)

1991

Mark viI 1993

Enterprise bargaining
commences

Safety net adjustment
of $8, with three
further increases of $8
scheduled for 1994

Source: Reproduced, with small additions, from Bramble 2008 (p. 138), published by Cambridge

Univeristy Press.

3.2 Accord Mark 11 (1985-1987)

In1985, the Accord was renegotiated between June and September, as a result of

an exchange rate crisis for the Australian dollar (Easson and Forrest 1994, 129).
The Mark 11 agreement included a recommitment by the parties to the Accord
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for a further two years, and stated that ‘adjustment to wages policy is more
appropriately achieved through a combination of reduced wage indexation
increases and deferral of the productivity award’ (ALP & ACTU 2000a, 309—
310). Mark 11 was a narrower agreement than the original statement, con-
cerned almost exclusively with wage and superannuation policies. While it
made mention of fairer tax reform, prices, industry development and Accord
decision-making processes, there was little concrete detail and no new specific
measures were proposed in these domains.

The detailed policy content of the first agreement was increasingly being
relegated in practice by the time of Mark 11, through decisions at the National
Economic Summit; the failure to implement price control; and the re-regula-
tion of the financial sector—as will be demonstrated in further chapters. With
the unions increasingly tied into the Accord process, the social contract was
progressively more of a vehicle to support the government’s priorities of neo-
liberal structural adjustment. By the time of the Mark 11 agreement, and as
detailed in Chapter 6, the government had already floated the Australian
dollar; re-regulated the banking and finance sectors along neoliberal lines; and
signed a free trade agreement with NZ. These new concerns were reflected in
the new agreement, which stated that:

... given the trade union movement’s strong record of compliance with
undertakings within the Prices and Incomes Accord, this Agreement
establishes a basis for the continuation of low industrial disputation,
international competitiveness, strong economic growth and moderating
inflation.

ALP & ACTU 2000a, 311-312

As part of Mark 11, the 1rC also modified its decision-making principles in rela-
tion to setting workers’ wages, giving increased weight to economic conditions
(rather than, for example, the cost of living for workers).

While the April 1985 wage case granted full indexation, the September case
resulted in a discounted indexation—a move advocated by both the govern-
ment and the ACTuU. Partial indexation sought to isolate the depreciating dollar
from the wage system (ibid 1986, 43), as:

... arapidly falling exchange rate ran the risk of an inflation-depreciation
spiral, as higher import prices fed into the cost of living, and from
there into money-wage inflation, price inflation and a further fall in the
currency.

BEGGS 2015, 268
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In return for the ACTU agreeing to discounted indexation, the government
granted compensatory tax cuts—equivalent to the 2 percent discount—and
sought from the Commission superannuation increases of 3 percent for Aus-
tralian workers. However, although the IRC agreed to the 2 percent discounted
wage claim, it rejected the superannuation claim. The IRC also rejected the
union productivity claim, held over from 1983, and accepted the government’s
argument to hold only one national wage case the following year.

The agreement stated that unemployment would be reduced by stimulating
growth, not through direct job creation. In this period Hawke (1986) argued
that the working class would have ‘to accept reduced standards of living’ and
the Accord partners would have ‘to obtain a lower wage outcome than antici-
pated when the Accord was renegotiated in 1985’ Government rhetoric had,
by this point, shifted quickly and markedly from the original framing of the
Accord as a process to protect living standards. Restraint by labour and lower-
ing inflation remained at the centre of the Accord framework, but the social
wage and price moderation were consigned to the margins. The government
also announced in the August 1986 budget that it would no longer formally
support full wage indexation (Easson and Forrest 1994, 130). As with Accord
Mark 1, wages were not able to maintain their real value under Accord Mark 11
(see Figure 6.2 on page 125).

3.3 Accord Mark 111 (1986-1987)

A continued falling exchange rate in 1986 ensured the government continued
to promote ‘a sense of crisis to encourage the unions to make further sacrifices’
(Beggs 2015, 269). The depreciation of the Australian dollar was ‘widely per-
ceived as requiring a reduction of real wages’ (Hancock 1999, 40). Accord Mark
111 was not a formally negotiated document, but took the form of the National
Wage Case heard in late 1986 and early 1987.

While the unions initially applied for full indexation of 6.7 percent, they
were aware that the government would not support this and proposed a fall-
back position of two flat increases. On 23 December 1986, the IRC rejected
the ACTU’s 6.7 percent claim, directing the parties to continue discussions to
resolve their differences and thereby further delaying a wage rise (Willis and
Wilson 2000, 4). The ACTU continued to seek greater increases than the fed-
eral government would accede to and, on 10 March 1987, the IRC established a
two-tier wage increase system along the lines pursued by the ALP government.
In March 1987, workers received a flat increase of $10 per week under Tier
One. This could be supplemented by up to a 4 percent wage increase based on
efficiency outcomes under Tier Two, negotiated with employers at the level of
the individual firm (B. Mitchell 20004, 319; Willis and Wilson 2000, 3-6; ALP &
ACTU 2000b).
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Accord Mark 111 was a shift towards productivity-based wage rises, but most
Tier Two negotiations emphasised raw cost cutting and, in practice, little such
bargaining occurred—and not all workers could gain rises (B. Mitchell 2000a).
The IRC also introduced a new Restructuring and Efficiency Principle, which
identified the possible areas of productivity improvement including: ‘eliminat-
ing restrictive work and management practices; multi-skilling and broad bas-
ing; and reducing demarcation barriers’ (Willis and Wilson 2000, 2). Tier Two
increases were expected to be cost neutral for employers. The 1987 decision
under Mark 111 was the effective abandonment of indexation and the consen-
sual submission of the unions to significant real wage suppression, given they
did not break with the Accord.

In February 1988, the 1RC awarded a flat rate $6 increase—lower than both
the $7 pursued by the AcTU and the $6.60 pursued by the federal government.
However, the two-tier system opened up a pressure valve in light of growing
dissatisfaction with the direction of wages policy. This allowed stronger unions
to pursue enterprise level gains (still capped to a centrally-mandated ceiling),
while providing some protection for less well-organised workers via the flat
increases (Singleton 1990b, 166—171). The build-up of this pressure within the
wage setting process will be discussed in detail in Chapter 8, in the context of
the eventual re-regulation of industrial relations through the adoption of enter-
prise bargaining—an outcome actively sought by the unions. However, despite
the introduction of the two-tier system, increases to award wages below the lev-
el of inflation resulted in continued wage suppression, as indicated in Figure 6.1.

By 1988, significant cuts to the federal budget were also made to improve
Australia’s current account standing, in what was called the ‘return to surplus’
budget (Collett 2014). This occurred alongside declining real wages and high
inflation, meaning that the working class was under significant financial strain.
The original Accord architects were understandably ‘coy’ about its agenda to
suppress real wages (Stilwell 2000, 278) and, although this had not been made
explicit in the original document, many unions began to understand the agree-
ment in those terms and were—by the end of Accord Mark 11—accepting the
economic decline of the constituency they represented. ACTU leader Kelty
later admitted that ‘once you move away from indexation inexorably it will
lead to a reduction in living standards’ (cited in Oliver and Collins 1993).

3.4 Accord Mark 1v (1988-1989), v (1989-1990) & vI (1990-1993)

The Accord partners had difficulty in reaching agreement when Accord Mark
1v was negotiated. For this reason, there is no ‘official’ Accord statement—with
‘Mark 1v’ being predominantly a media label (Easson and Forrest 1994, 131).
The August 1988 and October 1989 National Wage Case decisions, based around
a new ‘Structural Efficiency Principle’ (SEP), delivered increases subject to the
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delivery of productivity improvements. Wage increases of up to 6 percent
were permitted—s3 percent in Tier One from September 1998 and $10 a week
in Tier Two in March 1989. These wage increases/decisions signalled a move
away from cost cutting to genuine efficiency gains, given that efficiency wage
increases could only be claimed on the basis of changes such as:

. establishing skill related career paths; eliminating impediments to
multi-skilling and broad-banding; creating appropriate wage relativities;
and enhancing flexibility of working arrangements.

B. MITCHELL 2000Db, 331

The mid to late-1980s were marked by moderate economic growth alongside
declining real wages and increasing inequality (Frijters and Gregory 2006;
Leigh 2005). Treasurer Keating was explicit about the Accord’s agenda when
he said that ‘increasing the profit share was the name of the game’ (Stilwell
2000, 278). Similarly, Keating (1993a, 27) went on to note in the later years of
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the Accord that ‘wage restraint was a major factor in lifting the corporate profit
share to high levels around 17 percent, after it had fallen to alow of 12.4 percent’
just prior to the election of the ALP government in 1983.

Accord Mark v took the form of a draft (unfinalised) agreement that con-
tinued the ‘no extra claims’ framework. During this period, there were increas-
ing calls for flexibility in the wages system from both unions and employers
(Hancock 1999, 39). The SEP continued to be applied to wage cases and, in
April 1989, the Accord parties agreed that the unions would not make a claim
for any across-the-board pay increases during 1989—1990 (Willis and Wilson
2000, 6). As a result, wage gains were linked to the implementation of award
restructuring—changes to the wages, conditions and structures of legislated
entitlements—apart from some adjustments to the minimum rates in the
awards of low paid workers. Many workers had not received increases under
the Tier Two components of Accords Mark 111 and 1v and, in 1989, the Gov-
ernment ‘indicated that tax cuts would be delivered [which] took some pres-
sure off the union wage push’ (B. Mitchell 2000c). In August, the Commission
allowed wage increases to proceed, if the SEP tasks were agreed to (first
increase) and properly implemented (second increase).

The trajectory of wages policy reached its logical conclusion in Accord Mark
VI (1990-1993), with the parties seeking to re-regulate industrial relations and
introduce enterprise bargaining. The capitulation of the ACTU to the state
imperative of wage suppression led to growing resentment among better-
organised unions. This antipathy towards the ACTU’s strategy precipitated the
ACTU’s exit from centralised wage setting, in an attempt to recover some of
the ground workers had lost, but not the Accord itself. Sections of the trade
union movement leadership believed dissatisfaction with the Accord would
spill over into open revolt in some unions (Briggs 2001).

Initially the ACTU ‘started pushing for a Phillips curve model of wage setting
focusing on price expectations rather than indexation in retrospect’ (B. Mitch-
ell 2000d, 341). However, this push was scuppered by the advent of recession
in 1990-1991—the worst since the Great Depression. The ACTU leadership, in
an effort to protect the government, sought to exit the centralised wage frame-
work—Dby seeking the introduction of enterprise bargaining—but to remain
within the Accord. The 1RC rejected the initial request at its April 1991 National
Wage Case, citing lack of progress on productivity improvements and fears of
a wages breakout. The Commission instead imposed a selective and qualified
2.5 percent wage increase (Willis and Wilson 2000, 9). Enterprise bargaining
was only introduced in October 1991, when the IRC acquiesced to the AcTU
and government demands (Bramble 2008, 161, see Chapter 8 for a detailed
discussion of this question).
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The wage components of the Mark vI agreement between the Labor Gov-
ernment and ACTU were rejected by the IRC, but the agreement also set out:
tax cuts; a superannuation increase of 3 percent; a ‘social wage’ commitment
in the form of a promise to be attentive to families and childcare; and (once
again) an acknowledgement of the vital role of industry policy. As following
chapters will demonstrate, there was no shift in government direction away
from its neoliberal imperatives.

While much was made by the Accord parties of the small change in take-
home pay from tax cuts (ALP & ACTU 2000c, 353), this has to be seen in the
wider context of the severe recession in 1991 (Gruen 2000, 2). GDP fell by
1.7 percent and unemployment pushed into double digits in 1991—rising
sharply from around 6.75 percent in mid-1990 to peak at over 11 percent (Gruen
and Stevens 2000, 32; see also Figure 5.1 in the previous chapter). While the
early years of the Accord saw unemployment decrease:

... following a shift to very tight monetary policy and fiscal contraction,
unemployment in Australia rose sharply, to even higher levels than in
Britain (and in most other OECD nations) in the early to mid-1990s.

SCOTT 2000, 220

The period also included: falling government expenditure from 1985 until the
1991 recession, in terms of nominal payments as a percent of GDP and real gov-
ernment expenditure (Laurie and McDonald 2008); a declining public spend-
ing base through the personal income and business profits tax cuts (Stilwell
1986); and other political-economic changes that shifted costs on to workers,
including increasing fees for university students (McKinnon 1990). Occurring
in the wake of 14 to 17.5 percent interest rates between January and August
1990 (Beggs 2015, 271), the recession was harsh. Unemployment was allowed
to remain high as a strategy to address persistently high inflation, with Trea-
surer Keating ultimately arguing that the recession was one Australia ‘had to
have’ in order to deal with inflation once and for all. This was an approach that
had been specifically labelled ‘abhorrent’ in the original Accord. And, despite
this political-economic context, business and public sector elites continued to
call for more belt tightening, because of ‘the excesses of the 1980s’ (McFarlane
2006).

3.5 Accord Mark viI (1993) & vii1 (Draft Only)
The government response to the 1991 recession and its aftermath took the
form of the 1993 Accord Mark viI and the 1994 Working Nation statement.
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The new edition of the Accord, entitled ‘Putting Jobs First) agreed to increase
employment by a minimum of 500,000 net additional jobs over three years.
The agreement implemented enterprise bargaining, which shifted respon-
sibility for wage setting away from the IRC to the level of the firm. This was
a historic downgrading of arbitration and the introduction of a new indus-
trial relations regulatory framework. While wage suppression had been cen-
tral to neoliberalism in a variety of ways, enterprise bargaining signalled a
more comprehensive ‘neoliberalisation’ of the industrial relations system—
and one actively supported by the unions (discussed in greater detail in
Chapter 8).

The Accord Mark viI agreed to safety net increases, directed at low paid
workers, of $8 in 1993 and $24 in 1994 (B. Mitchell 2000e, 355). By that time—
given that enterprise bargaining was effectively the mechanism for wage
setting—the award system became ‘more and more a set of minimum wages,
of less relevance to the average worker’ (Beggs 2015, 272). Working Nation was
a statement on employment and, at first sight, appeared to return ALP policy
to a traditional labourist focus and break from the neoliberal direction of the
government. However, although the main objective of the agreement was to
reduce unemployment, it included a ‘reaffirmation of the commitment to
maintain an inflation rate consistent with that of our major trading partners’
(Willis and Wilson 2000, 12). This underscored the continued centrality of ‘in-
flation first’ strategy. In the end, the government’s response to the recession
involved no significant revision of policy priorities and delivered a further shift
‘towards the agenda of international competitiveness’ (Rafferty 1997, 102). The
government ‘continued along the neoliberal trajectory that had been estab-
lished from the mid-1980s, albeit one latterly travelled with a softer rhetoric’
(Ramsay and Battin 2005, 1). The government was increasingly unpopular in
this period, as was discussed in Chapter 5. Although Keating began to move
ideologically against neoliberalism in public statements, in practice little
changed.

Accord Mark vIII was negotiated in June 1995, but was not implemented
because the ALP lost the 1996 election. Mark v111, as a hypothetical map of ALP
and ACTU intentions, was effectively a continuation of enterprise bargaining
with award safety net increases. The agreement set an inflation target of 2 to
3 percent over the economic cycle and included vague commitments to: pro-
mote ‘public expenditure [in order] to enhance the living standards of Austra-
lians’; develop ‘a forward looking industry policy’; and seek ‘a closer integration
of trade and industry policies’ (ALP & ACTU 2000d). Such statements were,
ironically, echoes of the original social contact, yet over the 13 years of ALP rule
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many of these ‘new’ aims had not been implemented (see further discussion
in Chapters 7 and 8).

Hawke-Keating government budgets throughout the Accord era resulted
in virtually no increase in government spending from the 1984-1985 to 1987—
1988 budgets. There was a fall in spending in the 1988-1989 and 1989-1990
budgets, with a spending increase again from 1991—partly on the basis of ris-
ing expenditure on government payments as unemployment climbed into
double digits (via automatic stabilisers) (Laurie and McDonald 2008). In the
first five years of the Hawke government, in the midst of economic turmoil,
the ALP turned a budget deficit of $5.7 billion into a $5.5 billion surplus (Minns
1989, 4). As Langmore later recollected, the work of the Accord architects was
discarded and policy initiatives promised in the election campaign aban-
doned—a personally shattering and disillusioning experience (Oliver and
Collins 1993).

4 Wage Suppression

As Figure 6.1 shows, the Accord had an immediate impact on nominal award
wages and average weekly earnings, which slowed from the 1983-84 financial
year. Wages growth between 1985 and 1987 was well below cP1 and contin-
ued declining until the 19911992 financial year. Michael Beggs (2015, 270) has
noted that ‘it should not be taken for granted that the Accord was entirely
responsible for this restraint—it was also, after all, a period of historically high
unemployment’ In terms of the identifiable contribution of the Accord to
wage suppression, however, the:

. consensus of a number of econometric studies—based on both
estimating a counterfactual non-Accord comparison case on the basis of
parameters from historical data, and on using a dummy variable—is that
the Accord had substantial effects on the rate of growth of both nominal
and real wages (ibid 2015, 270).

Similarly, ALP advisor and economist, Bruce Chapman, noted that:

... the move to a consensual incomes policy has been argued (conserva-
tively) to have ... decreased wage inflation by three percentage points per
year, and real wage levels by ten percent for 1983-89 (or 1.67 percent per
year on average), ceteris paribus [all other things being equal].

cited in Beggs 2015, 270
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The Accord helped to reduce the average real level of wages, which did not
recover to their pre-Accord levels until the final year of the Accord—as shown
in Figure 6.2 below.

The trend line in Figure 6.2 projects mean wages based on their level in
the long boom and, although data is only available from 1960, it is generally
accepted that the 1960s trend applied to the 1950s also (Frijters and Gregory
2006, 206). The graph demonstrates that, even though the labour wage push
in the mid-1970s drove wages above the ‘golden age’ trend line, the push in the
early 1980s—which heralded calls of ‘real wage overhang'—only resulted in
mean wages recovering to the level of the trend line after they were suppressed
under the Fraser Government.
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Paul Frijters and Bob Gregory noted in their detailed study of labour market
outcomes between the long boom and the turn of the 21st century (in which
they provided a similar wage suppression graph to that of Figure 6.21) that:

The golden age is clear. Real wages were growing at about 2—3 percent
per annum during the 1960s and early 1970s. Then, after an above average
real wage increase during the mid-1970s, real wages stayed more or less
constant for the next 1520 years. The deviation from a linear projection
of the golden age trend ... is remarkable. By 1995, real wages are about
30 percent to 50 percent less than they might have been if the golden age
had continued.

FRIJTERS and GREGORY 2006, 208-209

Crucially, Figure 6.2 also shows that the decline in real wages during the
Accord was not uniform across the population, with the wages of lowest paid
workers falling further and taking longer to recover than those in the high-
er deciles. Thus, the decline in real wages had a disproportionate impact on
those on lower incomes. Further, indexation (even if it had been fully imple-
mented) was always going to freeze certain wage differentials—such as gender
wage inequality in Australia—while it was in place, hitting those already dis-
advantaged? (Stilwell 1986, 32; Yates 1996). The real wages of all workers were
negatively impacted by the Accord, but many who began the period already
disadvantaged became more so, comparatively, over the 13 years.

Wage suppression also contributed to the growth of the profit share of Gpp
in both the Accord and post-Accord periods. Figure 6.3, overleaf, shows a sig-
nificant shift from wages to profits over the Accord period. As Bruce Chap-
man (2000) argued, the aim of the agreement was to decrease the wages share
of national output. It is important to restate that this suppression was not
accidental, but resulted from the deliberate efforts of the government and
ACTU embedded within the Accord framework.

Beggs (2015, 273) has usefully focused attention on how the Accord was able
transform the arbitration system into an instrument of macroeconomic policy,
realising a ‘long held dream of Australian macroeconomists’. The agreement
achieved the suppression of real wages, which had ‘proven impossible to im-
pose from above ... due to the nature of the arbitration system—part of the

1 Their calculations use 0OECD data, which for the mean series is identical, but indexed to 1.0
in 1976. The deciles vary slightly from those in Figure 6.2, although follow the same general
shape.

2 Percentage-based wage increases tend to increase wage differentials (as higher income earn-
ers gain higher increases), while flat wage increases tend to decrease wage differentials—all
other things being equal.
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FIGURE 6.3 Total labour share (%) of national income in Australia, 1970-2006
NOTE: WAGE RATES: WAGE SHARE OF GROSS DOMESTIC PRODUCT AT FACTOR
COST. RAW DATA PROVIDED BY PAUL FRIJTERS AND BOB GREGORY.
SOURCE: ECONOMIC OUTLOOK, OECD, DX DATABASE, MARCH 2005

state, but not under the control of the government or policy makers’ (ibid 2015,
273). Thus, the import of the Accord was that it voluntarily drew the unions
into wage suppression, enwrapping them in the state’s priorities in the van-
guard neoliberal era and enacted that through the arbitration process.

Centralised wage setting was the mechanism through which workers’ in-
terests were discarded by the ALP and ACTU in the Accord period, especially
given the privileged position of government submissions in the National Wage
Cases—where the government, like the tribunal itself, purported to represent
the interests of all (ibid 2015, 273). Thus, although government views and IRC
decisions could and did diverge—given the general direction of arbitration
(including the prioritisation of national economic factors over workers’ cost of
living) and the direction of the ALP (in implementing vanguard neoliberalism
in the national interest)—they were moving in the same direction and against
the interests of wage earners. Even the interests of the IRC (in maintaining its
fundamental role in centralised arbitration and as evidenced in decisions like
initially rejecting the introduction of enterprise bargaining) were ultimately
overcome by the efforts of the ALP and trade union leadership to move away
from the centralised system.

41 Labour Disorganisation

The Accord’s wages and bargaining trajectory must also be understood as a key
element in labour disorganisation, which directly contributed to the neoliberal
project for two reasons. First, the shift from workplace-based organising in the
pre-Accord period—which previously had provided coherence to the labour
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movement—to a centrally arbitrated process disorganised the labour move-
ment at the rank-and-file level. Second, real wage suppression necessitated
the inhibition of industrial activity. Both of these issues are discussed further
in Chapters 7 and 8. Wages policy under the Accord represented, therefore,
a simultaneous deepening of corporatism and advance of neoliberalism—
achieved by undermining labour remuneration, conditions and organisation.
Thatis, the Accord and neoliberalism were not distinct policy frameworks, pull-
ing in opposite directions, but intertwined components of the same agenda.
The suppression of wages and wage share—as well as the related disorgan-
isation of labour and subdual of industrial activity—was achieved differently
in Australia from the countries which have influenced the construction of
the dominant narrative of neoliberalism’s construction, and from those with
which Australia is often compared (in particular the UK,® US and NZ). Un-
like those locations, the processes of wage and industrial action suppression
in Australia were primarily voluntary. These objectives were organised by the
trade union movement, through the reinvigoration of a centralised wages sys-
tem that significantly reduced the need for rank-and-file involvement in wage
bargaining and trade unions more generally. This process allowed wages policy
to be directed by the ALP Government and saw the ACTU offer up organised
labour—and its ability to accede to increased exploitation—as part of a mac-
roeconomic policy framework that also sat at the heart of the advance of neo-
liberalism. Kelty stated in 1993 that the AcTU leadership developed the Accord
because they had ‘made a mess’ of wage rates in relation to the economy under
Whitlam—that they did not look back on the era (where labour increased its
share of national wealth) with any sense of pride (Oliver and Collins 1993).
Kelty, in effect, argued that a key achievement of the trade union movement in
the 1970s—a greater wages share of national income—was an error, and that
wages policy under the Accord would need to take a different path. While the
dominant narrative of neoliberalism’s origins constructs vanguard neoliberal-
ism as something imposed non-consensually, against the wishes of organised
labour, the Accord’s consensual corporatist framework was central to the neo-
liberal objectives of suppressing real wages and industrial activity in Australia.
Some theorists have tended to emphasise the ‘break’ from the past in the
economic perspectives developed by the Hawke-Keating Governments. It is
true that the ALP did move further right than predecessor Labor governments
in the areas of wages, industrial relations regulation and public sector cuts in

3 Real wages did not fall under Thatcher, but during the social contract implemented by the
preceding British Labour Party government. Nevertheless, the wages share of UK national
income did decline under Thatcher.
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the vanguard neoliberal era (Johnson 1989, 95). However, there was also sig-
nificant continuity—in particular the belief that improved socio-economic
standards would be delivered through a stable economy and profitability, even
if there needed to be sacrifices. For example, the Curtin (1941-1945), Chifley
(1945-1949) and Whitlam (1972-1975) Governments had all emphasised the
need for wage restraint (ibid 1989, 75). The ALP was also in government during
the two most important economic crises prior to 1983, with James Scullin elect-
ed Prime Minister only days before the 1929 stock market crash and Whitlam
in power when the crisis of the 1970s ended the post-war boom. Each time the
ALP cut public spending and sought to suppress the wages of certain segments
of the population (Millmow 2004).

Thus, the Labor Party had a history of developing austerity and wage
restraint as prescriptions to address economic crises. Yet, while previous ALP
governments had taken similar action during crises, the Hawke-Keating gov-
ernment, through the Accord, pushed wage restraint further and ultimately
re-regulated wage setting with the implementation of enterprise bargain-
ing. This was a process of both continuity (as a party historically committed
to managing capitalist crisis by attacking working class living standards) and
break (in its historic dismantling of centralised wage determination and adop-
tion of neoliberalism).

In the conjuncture of the economic and political crisis of the 1970s and early
1980s, it was the Labor Party and the trade unions that stepped forward with an
alternative strategy. Central to the political-economic solution developed by
the ALP, both in terms of winning the electoral vote at the March 1983 election
and as a plan to tackle the economic problems confronting Australia, was the
Accord and its agenda of wage moderation and reducing industrial disputa-
tion. For the state and capital, the Accord was ‘fit for purpose’ in a period of
failing profitability and high levels of industrial struggle. For the labour move-
ment, including the militant blue-collar unions (whose members were bearing
the brunt of mass retrenchments), it held out the promise of resolving the cri-
sis and delivering progressive social wage reforms for their members. In prac-
tice, the interests of the state and capital won out.

5 Conclusion

The political and industrial wings of the labour movement came together
through the Accord process to institute a corporatist social contract centred
on wage suppression, on the basis of a common strategy between the state,
capital and labour in the (so-called) national interest. This was posited as an
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alternative to the New Right policies being implemented at that time in the UK
and US. As Hawke said in the early months of the agreement:

... sustained economic recovery ... will not be possible without a greater
sense of common purpose ... [and] unless the benefits of growth, and the
inevitable costs, are shared equitably.

HAWKE 1983b

As this chapter has demonstrated, however, the outcome of wages policy in the
Accord was not shared equally.

The wages of the working class were significantly curtailed under the Ac-
cord; with the lowest wage brackets having their wages suppressed the most.
Wage inequality also increased under the Accord, with a growing gap between
the wages of those in the highest and lowest deciles. Also, the profit share of
national income grew at the expense of working class wages. Given the his-
torical role of the male wage and full employment as the backbone of the wel-
fare state in Australia, wage suppression also resulted in an undermining of
the primary source of social security—any moderate increases in other social
wage entitlements under the Hawke-Keating governments aside. As Michael
Pusey (1991, 223) argued, these are the reasons that ‘welfare’ in Australia was
more vulnerable than ‘in Britain, or other European countries, where welfare
entitlements still stood, as such, even in the fire of Mrs Thatcher’s breath’.

In a 2007 interview, Keating described his role in economic management in
the Accord era as being ‘the guy who had to get the ACTU in a headlock and
pull its teeth out with a pair of pliers ... administering [and] pulling a set of
rotten teeth’ (2007). While Keating is known for his rhetorical flourish, there is
no doubt that the ALP leadership viewed the Accord process as a way to draw
the labour movement into supporting (or at least not campaigning against)
its agenda of significant wage suppression—and, simultaneously, neoliberal
policy transformation. Thus, while the election of the Hawke Government in
1983 has been referred to as ‘the year of national reconciliation’ (Beilharz and
Watts 1983, 27), it was a key step in cohering a hegemonic neoliberal project
and the political effort to suppress the wages and standard of living of the
working class.

Centralised arbitration in Australia was recast through the Accord process.
Initially, the Accord reincorporated the trade unions (after the Dismissal and
confrontational Fraser period) into a state project to use labour exploitation to
address the economic crisis. This was a process of deepening corporatism. The
Accord, however, also laid the ground for the eventual decline of arbitration
itself through the introduction of decentralised wage setting in the form of
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enterprise bargaining. This was one element in the process of advancing neo-
liberalism. The reincorporation of the labour movement into the priorities of
political society also muted industrial action and facilitated the advance of
other neoliberal policy objectives, including financial re-regulation, privatisa-
tion and competition policy—issues which are considered in the next chapter.



CHAPTER 7

An Integral State

Between the economic structure and the state with its legislation and
its coercion stands civil society, and it is this latter which has to be radi-
cally transformed, in concrete terms and not just as it appears in stat-
utes and learned books. The state is the instrument for bringing civil
society into line with the economic structure, but the state has to ‘want’
to do that ...

GRAMSCI, Prison Notebooks, Qioll §15

1 Introduction

The next two chapters will demonstrate that the advance of neoliberalism in
Australia occurred through a simultaneous deepening of corporatism, as co-
terminal aspects of a unitary process of state-led class rule. While the claim
that neoliberalism and the Accord are deeply entwined directly contradicts
many analyses of the social contract, in fact the development of neoliberal-
ism everywhere took place ‘among its others’ and necessarily encompassed a
mix of geographically-specific ‘non-neoliberal’ features (Peck, Theodore, and
Brenner 2009b, 103; see also Jessop 2002). While various authors have suggest-
ed how neoliberalisation ‘among its others’ occurred in general, this chapter
and the next examine the specific and concrete unfolding of this process in
Australia. In the following I develop an account of how neoliberalism’s origins
were embedded in the Accord process, as well as highlighting how the Austra-
lian case might destabilise the ‘dominant narrative’ of neoliberalism’s advance
internationally.

Following on from the discussion of wages and bargaining in the previous
chapter, the focus here is on how the social contract was shaped—and
reshaped—to be ‘fit for purpose’ within the vanguard neoliberal project. This
chapter emphasises how the Accord in practice diverged from the originally
agreed terms of the social contract. It details how policies related to prices and
trade were moulded to align with the wider neoliberal transformations of the
Hawke-Keating era.

The first section of the chapter explores deviations from the original Accord
statement, including the outcomes of the 1983 National Economic Summit,
prices policy and trade liberalisation policies. These are placed in the context
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of wider government reforms that advanced neoliberalism in this period, such
as the ‘big bang’ financial reforms in the early 1980s and privatisations. The
discussion explores how these policies reflected and facilitated the shifting pri-
orities of the ALP government.

The ‘social wage’ components of the Accord are analysed in the second
section, in particular the expansion of compulsory superannuation and the
introduction of the Medicare universal health system. Social wage reform is
often held up as evidence of the overall benefits of the Accord to the working
class, even among analysts critical of the regressive wage and industrial policy
outcomes of the period. The progressive credentials of superannuation and
Medicare are critically assessed, and how they were related to neoliberalism
is examined.

The third section considers how the overarching relationship between the
Accord and neoliberalism should be understood. The section outlines prob-
lems with how this connection has been articulated, with the Accord usually
posited as a policy framework counterposed to neoliberalism. Building on ear-
lier chapters, the analysis demonstrates how the relationship is best under-
stood as one of enwrapment of the social sphere by the political sphere. The
Accord is argued to represent a high point of successful integration of key civil
society subaltern groups by the state, as well as the assimilation of the organ-
ised labour movement into the reorganisation of class rule after the economic
and political turmoil of the 1970s. This enwrapment—or involucro—incorpo-
rated formerly oppositional civil society actors into the process of state rule.
The section concludes by critiquing the concept of the ‘informal Accord'—de-
veloped by Bramble and Kuhn (1999) and extended by Cahill (2008, 326)—by
way of considering whether it adequately explains this process of enwrapment.
The informal Accord concept is argued to be incomplete. It is transcended by
the application of Gramsci’s concept of the integral state; a concept which al-
lows a more nuanced delineation of the concord between the corporatist and
neoliberal projects.

2 Accord Divergences

2.1 The National Economic Summit and Communiqué

Immediately after the 1983 election, the direction of economic policy began
to move away from the framework outlined in the original Accord statement.
Only a month after taking office, Hawke convened the 1983 National Economic
Summit, from 11-14 April, at the Commonwealth Parliament House. Hawke
(1979, 43) had long argued for a forum that involved the:
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... convening, by Government, of a national summit conference of ma-
jor employer organisations, trade unions and other relevant bodies, [as]
an essential pre-condition for creating the greater degree of positive
co-operation which [would] be necessary for us to meet these challenges
and the conflict they are already generating.

This nationally televised event occurred prior to the first sitting of the newly
elected Parliament. Consequently, Hawke’s first speech in Parliament House
as Prime Minister was not to politicians, but to leading civil society represen-
tatives. The Summit included invitees from government, trade unions, busi-
ness organisations and social welfare organisations. The event culminated in
the release of the Summit’s Communiqué (Commonwealth of Australia 1983),
which set out an agreed political-economic agenda. Hawke’s (1983a, 4) cabi-
net submission, endorsing the outcomes of the Summit, stated the event and
agreement were a central part of ‘a more open and cooperative approach to
economic management.

Business was not formally a party to the Accord, but the agreement’s con-
tent (such as decisions making structures) effectively brought sections of capi-
tal inside its framework (Thornthwaite and Sheldon 1996; Singleton 19904, 171).
The Summit extended this by establishing tripartite bodies to negotiate
and implement industry policy, and by gaining a general sanction from the
business representatives at the forum to move back to the centralised arbitra-
tion of wages. The Summit, in part, post facto secured the consent of business
to the Accord (Beilharz 1985, 215)—a consent to be understood in a dual sense
of incorporating capital into the social contract and the priorities of the state.
Stilwell (1986, 11-14) argued that the significance of the meeting was that it
moved politics on from the Accord agreement, to something more economi-
cally moderate and agreeable to business. Stilwell argued the process was one
of bringing business to the table, although not in a form as clearly organised as
the trade unions, and thereby facilitating its involvement in decision-making
processes.

The Summit was strictly managed, with discussion framed around three
proposals distributed prior to the event. One proposal generally reflected
a stance favoured by the union leadership, while another reflected busi-
ness’s preferred approach—despite internal disagreement in both camps.!

1 The business community was not homogenous at the Summit, as the negotiations over
the Communiqué highlighted tensions within and between various representative bodies
(Hagan and Castle 1986, 13; McEachern 1986). Similarly, the Summit created some tension be-
tween the right and left unions over the content of the Communiqué (Rizzo 1991), although
this did not spill over into public debate to any significant extent.
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An intermediate proposal was backed by the government and positioned as
the ‘compromise’, ultimately receiving what was effectively unanimous sup-
port2. While the Accord was prominent at the Summit, the final Communiqué
was not consistent with the spirit of the social contract. The Government and
business effectively treated the Accord as an ambit claim within the process,
destined to be watered down with capital now at the table (Beggs 2015, 266).

Nsw Labor Premier, Neville Wran, argued that the Summit was about three
issues—'jobs, jobs, jobs’'—but it was, in reality, about wage restraint (Stilwell
1986, 12; Rizzo 1991, 88). The Summit established ground for the narrowing of
the Accord (over its subsequent editions) to focus almost exclusively on wages,
as was explored in the previous chapter. Other shifts between the Accord and
the Communiqué were obvious, if at times subtle. For example, while:

... the Accord [had] stressed protecting and enhancing living standards

and the reduction of unemployment, the Communiqué was more

guarded, tying increased real incomes to productivity movements and a

decrease in unemployment to a simultaneous reduction in inflation.
SONDER 1984, 157

There was also a ‘move away from the social reform tenor of the Accord to a
more qualified, more conservative economic language’ around prices, wages,
non-wage-incomes, taxation and government expenditure (ibid 1984, 157). As
Tom Bramble (2008, 127) argued, the Summit made:

. clear that the proposed redistribution of income [in the original
Accord] was, if anything, to be in favour of business and the wealthy, and
that ‘collective restraint’ was to weigh disproportionately on workers.

Other divergences from the Accord included: a watering down of action on
prices; changed wording about wages so that it did not necessarily support
cost-of-living adjustments; a greater focus on questions of productivity;
limitations over the control of incomes not subject to determination by in-
dustrial tribunals (i.e. voluntary restraint for non-wage incomes); and a less
candid discussion of taxation and government expenditure (Sonder 1984,
156-157). The Communiqué resulted in employer representatives acceding to
a return to centralised wage fixing, but only on the basis that: if ‘profitabil-
ity increased, real wages would be restrained and only increased “over time’,
while sectional claims were to be suppressed’ (Rizzo 1991, 90). Tom McDonald,

2 The official Communiqué was not signed by the idiosyncratic Queensland Premier, Joh
Bjelke Petersen (B. Jones 2006, 338).
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Assistant National Secretary of the Bw1u, summarised the differences in not-
ing that the Accord’s main purpose was ‘towards protecting living standards
and the Communiqué’s main [purpose was] to restore profitability’ (cited in
Rizzo 1991, 91).

While the AcTU leadership were content with the Communiqué, some left
unions were not. These unions attacked the elements of the Communiqué that
parted ways with the Accord on the basis that the Summit document was non-
binding, while the Accord was. The AMWU stated in internal documents that
while the Summit:

.. embraced a number of policy objectives set out in the Accord, the
Communiqué from the Summit does not in any way modify the Accord
or any of its policy objectives.

AMFSU 1983c, 7

Similarly, John Halfpenny, Victorian State Secretary of the AMwu, stated:

The Accord is the only agreement between the Trade Union Move-
ment and the Labor Government. The Summit was something different
[and] where the Summit Communiqué is consistent with the Accord,
then we welcome that additional support. Some of the differences are
quite obvious, for example, on wages. ... On the other hand, the Ac-
cord, by agreement between the Unions and the Government supports
a centralised wages system, but also says that [the] system must main-
tain real wages on regular cost of living adjustments. Because the Summit
Communiqué represents consensus about very little more than shadows,
it has of course receded well into the background of life in this country.
On the other hand, because the Accord deals with policies of substance,
it will become increasingly important for the Trade Union Movement to
insist that those policies be implemented. ... Reasonable progress has
been made towards implementing the priority policy objectives in the
Accord, but much more needs to be done and the next 12 months or so
will test the credibility of the agreement.

HALFPENNY 1984a, 9—-10

Halfpenny’s comments illuminate the paradox in the approach of left
unions in this period. His statement articulates a concern about the failure
of the government to defend the letter and spirit of the Accord so soon after
the election, yet also expresses confidence that the Accord (rather than the
Communiqué) will be the central and lasting document—notwithstanding
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the general acknowledgement of tripartite ‘consensus’ around the Summit
agreement. Furthermore, Halfpenny’s faith in the Accord is also in spite of the
regressive impact of early Labor Government reforms, such as the 1983 budget
decision to increase and index many indirect taxes. This was in contrast to the
‘well established view in the Labor Movement that indirect taxes are inequi-
table and impose greater burden on low income earners than they do on high
income earners’ (Halfpenny 1984a, 1-2), and the Accord statement commit-
ting the ALP to a discernible redistribution of income and a more progressive
taxation system. As detailed below, this was not the only shift away from the
Accord framework and it was far from the only reason for disquiet in the union
movement so early in the Accord period.

Although the Summit was a process of drawing business into the Accord, it
must also be understood as more firmly tying the labour movement into the
government’s agenda—‘cementing’ the unions further into the social contract
(Rizzo 1991, 9o). The Summit was used to demonstrate to business that the ALP
‘was more capable than the Liberal-Country Party coalition of serving the in-
terests of capital’ and that this, in conjunction with the Accord itself, offered ‘a
foundation to discipline the trade union movement’ (Thompson 1984, 9). Ross
Garnaut, leading proponent of trade liberalisation and Hawke economic advi-
sor, argued that the Summit was one of the early ‘instruments of public educa-
tion, helping to prepare a climate of public opinion that expected and favoured
trade liberalisation’ (Garnaut 2002). This education of the public was directed
at the civil society organisations participating in the Summit, as much as the
broader public outside it—but was particularly directed at the union and labour
movement in both cases. Kelty later stated that the Summit ‘forced the unions
to come to terms with process of government very early’ (cited in Oliver and
Collins1993). Thus, the Summit began to ‘educate’ the unions about what would
be possible under the Accord—educating consent for the emerging neoliberal
project, through civil society organisations (Gramsci 20113, 153-154; Q1 §47).

The Summit strengthened the corporatist framework in a manner Panitch
had foreshadowed, with cooperative interaction at the leadership level sitting
alongside a political agenda of social control at the masslevel (1977b, 66,1981, 24).
The scholarly literature tends to assume that parties in the social contract pro-
cess had equivalent power because the Accord and the Summit’s Communi-
qué were mutually agreed to. However, in practice, the public display of the
Summit made it more difficult for the unions to take a public position against
the new government, in case they might be seen to destabilise it politically. In
this way, the Summit should be viewed as a successful moment in enwrapping
the unions into the Accord process, while at the same time shifting economic
policy away from the letter of the Accord itself.
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2.2 Prices

In reading historical assessments of the Accord, one could be mistaken for
thinking that prices were not a central component of the agreement nor taken
seriously by the parties. Yet price (and thus non-wage income) control was a
core plank of the initial agreement. In an indication of the perceived impor-
tance of price control at the time, prices policy appears before wages policy in
the original Accord statement (ALP & ACTU 1986, 163-164). The failure to take
concerted action the prices component of the agreement is rarely discussed in
detail by scholars, with analysis instead emphasising wages policy and select
elements of the social wage promises.

There were two main reasons that no serious price control occurred: the
legal barriers preventing direct government intervention; and the failure of the
government to seek voluntary price suppression. As was discussed in Chap-
ter 5, the unsuccessful 1973 referendum to provide the Commonwealth with
powers to manage wages and prices shifted the labour movement'’s focus from
government-legislated control to a voluntary agreement. On prices, however,
the government did not genuinely seek capital’s involvement in controls, al-
though it was not likely that the business sector would have agreed even if
it had. The replacement for the Prices Justification Tribunal (pJT), which was
established under Whitlam in 1973 and which lasted until 1981, was the Prices
Surveillance Authority (PsA)—introduced by Hawke in 1983. Despite the Ac-
cord stating it would establish a regulatory body, the psa had ‘no powers to en-
force its observations'—it could simply object publicly to unreasonable price
rises and ask the firm to reconsider (Gibson 1984, 5). The Psa, in practice, had
even less power of enforcement than its predecessor (Johnson 1989, 102). As a
result, the focus in the Accord period remained on indirect action such as price
monitoring.

Early in the Accord era, unions expressed strong reservations about the like-
ly effectiveness of the Psa as it had been constructed, arguing it would not have
the ability to meet the obligations of the social contract (Halfpenny 1984b, 2).
Left unions threatened that, unless the letter of the Accord was implemented,
they would take industrial or political action. Halfpenny (1984b, 6—7) stated
there was a conflict between the government insisting that the ‘price’ of wages
was ‘to be restrained by a variety of enforcement mechanisms including the
Arbitration Commission, yet there being ‘no similar mechanism to ensure that
the corporate sector exercise[d] restraint. Halfpenny (1984b, 6—7) added that
the ‘existence of this conflict or contradiction...need not be damaging to the
Accord providing the Trade Union Movement is prepared and able to force
restraint onto the corporate sector’
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Yet, rather than publicly mobilising to try to force real regulation by the
government or capital, the AMwU and other unions established a community
price monitoring program (Halfpenny 1984a). The justification for establishing
this system was that in collecting information on prices through a phone-in
service, the unions would gather a comprehensive picture of price rises and
act as a grass roots ‘watchdog’ over the Psa, retail chains and supermarkets.
While the unions did not believe such activities could change ‘the course of
history’, they did believe they could assist implementation of the prices com-
ponent of the Accord (Halfpenny 1984b, 6). With the ALP in power, and with
formal union involvement in economic policy at a senior level, it is telling that
the central mechanism developed to deal with prices was a community-based
price watch process that had no agenda of political mobilisation. The process
of ‘price watching’ likely acted to channel anger about price rises within the
unions and ALP branches into an acceptable project, thereby limiting the like-
lihood of an alternative strategy coming to the fore.

Apart from community monitoring, union action was confined to raising
the failure to act on prices with the government and moving motions at union
meetings and conferences. The 1986 AMWU national conference carried a mo-
tion seeking serious and concerted action on controlling prices (AMWU 1986a),
and the ACTU wrote to the government arguing that recent cp1 figures raised
‘continuing doubts as to the existence of any restraint on the part of price fix-
ers’ (Crean 1986). Such efforts were in vain, however, and action on prices was
not significant—with the 1980s being dominated by both relatively high infla-
tion (see Figure 6.1) and real wage suppression (see Figure 6.2).

More generally, constraining prices through government policy conflicted
with the government's objective of increasing economic growth to resolve un-
employment, and hence its desire to protect profits by reducing wages relative
to inflation. Further, the agreement to act on prices was difficult to implement
directly, because prices are generally harder to suppress than wages. As Beggs
argues:

... prices and profit margins they incorporate depend on a number of firm
and industry-specific factors as well as macroeconomic conditions: for
example, the state of demand for the product, the competitive structure
of the industry, the vintage of the means of production. This is why price
control cannot work effectively on the basis of standard rule, but calls for
a case-by-case consideration. ... [T]his is not to say leaving it to compa-
nies’ pricing policies necessarily leads to more rational outcomes, espe-
cially given the vagaries of imperfect competition. But a pricing authority
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with real power was always going to cut against the grain of capitalism,
especially in the deregulatory atmosphere of the 1980s (2015, 265).

The failure by the ALP government to act on pricing, in the midst of the van-
guard neoliberal period, was underscored by statements such as Keating’s
claim that market competition was the most efficient way to control prices
(Stilwell 1986, 39—40). Ultimately, there was neither serious effort nor desire on
the part of the government to control prices in a similar way to wages (i.e. by
direct suppression).

Further, given that the lack of federal government power to act easily on
prices was known before the Accord was signed, it suggests the prices element
of the Accord was always unlikely to be effected—even though union archival
documents make clear that the left unions firmly believed it would be imple-
mented (AMFSU 1983a). Importantly, given that the wages of many profession-
als are the price paid by consumers, wage earners received lower wages under
the Accord but ‘paid’ for the comparatively higher incomes of those who drew
their income directly from service fees—in circumstances where prices did
not fall for other reasons.

2.3 ‘Big Bang’ and Other Neoliberal Reforms

The term ‘big bang’ has been used to describe financial re-regulation® un-
dertaken by the Thatcher Government in 1986. While some argued that this
approach was ignored in favour of a slower change process in Australia (Bat-
tellino 2007), important ‘big bang’ reforms were enacted in the early years of
the Hawke Government. In his seminal account of the 1980s in Australia, Kelly
(1992, 387) argued that there were broadly four key areas of policy change: la-
bour market deregulation (discussed in Chapters 6 and 8); financial deregu-
lation; the reduction of protection; and market pricing and privatisation (all
discussed below).

On 9 December 1983, when the Australian dollar came under speculative
pressure, the government closed the stock market for a day, floated the cur-
rency (to allow the market and not the Australian government to set the rate),
and abolished exchange controls (to re-regulate investment, lending and
borrowing). As a result, ‘instead of tightening controls on capital flows, as the
Whitlam Labor government had done in similar circumstances, the govern-
ment’ chose deregulation and ‘market discipline’ (Quiggin 1998, 79). This move

3 The changes in the neoliberal era are not usefully described as ‘deregulation’ given the pro-
cess did not involve in less government intervention (Wacquant 2012). The changes are better
understood as a re-regulation of economic frameworks and social relationships on new lines
(Anderson 1999).
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began a process of wider reform ‘with the deregulation of the financial sector
[occurring] ahead of the real economy, and the external ahead of the domestic
economy’ (Garnaut 2002). This sequencing of reform drove a reorientation of
the domestic economy. It ‘placed Hawke and Keating firmly on the side of the
movement towards liberalised and globalised financial systems that swept the
world from the late 19708 onwards’ (Quiggin 2010, 33). Crucially, the shift of pol-
icy towards removing barriers to international competitive pressures was used
to discipline union and sectional business resistance to domestic restructur-
ing through microeconomic reform. By 1984, Euromoney Magazine had named
Keating ‘Finance Minister of the Year’ for undertaking these reforms, leading
to his being nicknamed ‘World’s Best Treasurer’ in the midst of the vanguard
neoliberal era (Oliver and Collins 1993).

A raft of further neoliberal policies was enacted by the Labor Government.
These reforms included privatisation, corporatisation of government agencies,
implementation of ‘user-pays) industry re-regulation and competition policy.
Such changes were often directly against the spirit of the Accord agreement, or
developed in away that made implementing the Accord more difficult. The neo-
liberal policy direction formed part of a new rationale for national economic
policy, based on international competitiveness and market competition (Bryan
1995, 2; Stilwell 1986, 39—40). In most cases these policy decisions were taken
unilaterally and against the spirit of the Accord, in circumstances where the
trade unions believed they should have been consulted under the terms of the
social contract. Some unions were scathing of Keating’s running of Treasury
during the early years of the Accord, arguing that his approach was in con-
tradiction to the letter of the agreement—in particular the Accord’s commit-
ments to protect Australian industry and assist the manufacturing and metals
sectors (AMFSU 1984a, 9—10). Left unions argued that the Accord could not
be implemented alongside neoliberal re-regulation and greater international
integration, with criticism accelerating after the first financial reforms.

However, a close reading of the Accord statement suggests that the obliga-
tion to consult with the unions can be read more narrowly, as applying only to
matters related to incomes, prices and industry protection. The early to mid-
1980s reforms brought to the fore the lack of specificity of the Accord and the
multiple interpretations it allowed—despite high-profile union leaders argu-
ing that the Accord was ‘not just a statement of positions, but ... a set of precise
policy objectives’ (Halfpenny 1984a).

The unions tended to express their views on the direction of economic
policy privately to the government, but occasionally they took a more public
stand. In July 1984, 50 labour officials from unions that had backed the Accord
released a joint statement to delegates at the ALP National Conference. The
document reiterated support for the Accord and noted general satisfaction
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with it, but raised concerns over differences emerging between the unions
and the government. In particular, it raised disquiet over the policy direction
in ‘the metals manufacturing sector, with regard to ‘deregulation and inter-
nationalisation of the financial system’ and ‘public sector resource allocation’
(i.e. implementation of the social wage) (AMFSU and others 1984). But unlike
in the Fraser years, the unions did not mobilise rank-and-file members to de-
feat policy changes or to force the government to implement the ‘full’ social
contract.

2.4 Trade Liberalisation

From the early 1970s, trade liberalisation and tariff reduction began to alter
Australia’s highly protected economy. Between 1970 and 2001 ‘the average level
of industry assistance [through tariffs] fell from over thirty percent to under
five percent’ (Leigh 2002, 487). Since World War 11, there were three significant
decisions to reduce industry assistance in Australia and ALP governments—in
1973, 1988 and 1991—made all of them. As outlined in Chapter 5, Whitlam re-
duced tariffs by 25 percent soon after his election in 1973. However, because of
other factors, there was no change in the average effective protection levels for
manufacturing. The 1988 and 1901 tariff reductions under Hawke and Keating
significantly reduced protection of industry, and the ‘reform of manufacturing
protection in Australia in the 1980s was accompanied by the removal of most
agricultural assistance’ (Garnaut 2002). Such moves were directly counter to
the letter of the Accord, which argued there was:

... o economic sense in reducing protection levels in the midst of high
unemployment [and] that neither current economic conditions, expect-
ed future trends, nor balance of payments constraints [justified] reduc-
tion in protection in the foreseeable future.

ALP & ACTU 1986, 168-169

Any changes to protection were supposed to be determined through the indus-
try planning mechanism of the Accord, and to entail significant consultation
with unions and business. Such consultation and consensus decision-making
did not take place.

While agreements centred on national reciprocity were limited in the
Hawke-Keating era, the government increasingly engaged in international
discussions seeking to enhance trade liberalisation. The most significant moves
in this regard were the central role Australia played in forming the Asia-Pacific
Economic Cooperation (APEC)—with Hawke convening its first meeting in
1989 in Canberra—and in the process leading to APEC’s 1994 Bogor Declara-
tion on free trade in the region (Garnaut 2002).
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However, an early decision that troubled the AMwWU was the signing of a
free trade agreement with NZ—the Australia and NZ Closer Economic Rela-
tions Trade Agreement (ANZCERTA or CER). In the lead-up to the 1983 elec-
tion, the AMwU had received assurances from the ALP that the treaty would
not be finalised (Carmichael 1983b). Despite this guarantee—and the AMWU’s
belief that a new ALP government might re-negotiate the terms of the CER to
better reflect the priorities of the Accord—the inner cabinet signed it with-
out consulting the unions (Carmichael 1983a). The CER’s aims were to reduce
tariffs and other barriers to trade with New Zealand, promote competition,
and eliminate ‘market distortions’ (Commonwealth of Australia 2014). There
was a pointed shift in tone from AMWU correspondence on the CER over these
events. On the day of the 1983 election, in a letter to its sister union in NZ,
Carmichael (1983a) noted that the Accord opened ‘up many avenues ... to blast
International Capital’. Carmichael’s (1983b) letter only a month later to Robert
Reid, a delegate in same union, noted that the ‘new bloody Government signed
the CER agreement’ after the union thought it had been halted.

In government Labor was committed to trade liberalisation and believed
‘closer integration into the international economy, through trade liberalisation
and other means, was a necessary element of economic reform to build a mod-
ern economy in Australia’ (ibid 2002). Although this was not a feature of the
Hawke election platform—and counter to the Accord itself—‘Hawke’s consis-
tent public position from the early days of his government was that sustained
economic growth in Australia required reductions in protection’ (Leigh 2002).
Within the Hawke-Keating Cabinets:

... as the voice of those advocating tariff cuts was becoming louder, the
direct opposition to cuts was becoming more muted ... [and] those provi-
sions in the Accord that ostensibly limited tariff cuts were ... effectively
ignored.

LEIGH 2002, 503

The unions did little to interrupt this trajectory in practice.

3 Privatisation

The 1980s and 1990s saw momentous change in the Australian public sec-
tor, including significant privatisations at the three levels of government—
federal, state and local. Privatisation is ‘the transfer of ownership of an asset
or function from the public to the private sector’ (Fairbrother, Svensen, and
Teicher 1997, 2). It involves three interrelated initiatives:
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1. The partial or complete sale of equity in a public enterprise to private
investors or companies.

2. The contracting-out of services formerly performed within the public
sector to the private sector.

3. The approval of privately built and operated public infrastructure proj-
ects, eg. tollways, prisons and hospitals (ibid 1997, 2).

During the Accord, the Commonwealth Government completed the sale

of various assets, including: the Australian Industry Development Corpora-

tion (1990); AUSSAT National Satellite Company (1991); Commonwealth Bank

(1991-1996); Commonwealth Serum Laboratories (1994); Moomba to Sydney

gas pipeline (1994); Qantas (1995) and Aerospace Technologies of Australia

(1995). The ALP also commenced processes of privatisation that were finalised

under the following conservative Howard government, including the Austra-

lian National Line (1998) and the national telecommunications carrier Tele-

com (later Telstra, 1997—2006).

While there was ‘minimal public debate about the rationale for these chang-
es and the likely effect on the role of the public sector in contemporary society’
(Walker and Con Walker 2006, 1), neoliberal ideological claims that govern-
ment should be about ‘steering not rowing’ were often advanced (E S Savas
quoted in ibid 2006, 150). Garnaut (2002) reasoned that unions, the general
community and business increasingly accepted that the government was inef-
ficient at running certain agencies. This underpinned the:

... conditions for widespread deregulation and privatisation in transport,

communications, energy, banking, efficiency-raising taxation and gener-

al regulatory report, and the beginnings of labour market arrangements.
ibid 2002, 149-150

While Garnaut may have overstated the level of consensus, as some unions
were opposed to privatisation, there is no doubt that in the 1980s neoliberalism
and privatisation were spoken about openly and positively. Moreover, it was
increasingly difficult to challenge the processes of neoliberalism and privatisa-
tion within the political sphere in circumstances where the trade unions were
moderating any public criticism of the government. Critics have noted that
‘the AcTU did little to oppose the privatisations that occurred under the ALP’
(Schulman 2015, 85).

Walker and Con Walker’s (2006, 9) detailed examination of privatisation
concluded that in Australia the process, commenced in the Accord era and con-
tinued under subsequent governments, produced a massive transfer of wealth
from the state to those within the capitalist class who could afford to hold
significant shares in listed companies. Further, that privatisation processes
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often led to a loss of essential services, which demonstrated that claims about
savings to the taxpayer were spurious (ibid 2006, 9). Quiggin’s (1995, 41) analy-
sis, for example, suggested that the fiscal stability of the state is likely to be
improved over the long term by reforms that do not involve privatisation, de-
spite the ongoing desire by governments to seek reform through privatisation.
Others have criticised privatisation on the basis that it: has consequences for
transgenerational equity; results in less effective service delivery; necessitates
loss of revenues which negatively impact on the fiscal position of the state;
undermines working conditions across the economy through the loss of public
sector jobs; and reduces the capacity of unions to defend and advance the in-
terests of workers (Fairbrother, Svensen, and Teicher 1997, 3).

The first and only political split over the Accord, in the left of ALP, broke
out in 1991 in relation to the privatisation of public assets—forming ‘over the
Accord and the neoliberal agenda of small government through privatisation
of public assets’ (Timmerman 2013). A group of unions ‘pledged to oppose
privatisation’ (the Victorian Pledge unions) and publicly attacked the Ac-
cord, most specifically the privatisation agendas of the Commonwealth and
Victorian Labor governments (Timmerman 2013; see also Boyle 1991). While
this split was confined to the Victorian Branch of the ALP and involved only
a small number of unions—who simply broke in to a new faction rather than
leaving the ALP itself—it demonstrated the depth of concern within some left
unions at the overall direction of economic policy, even if there was limited
wider public resistance the ALP’s neoliberal agenda.

Competition policy also became a key feature of the government’s agen-
da, with Keating instituting a national policy review in 1992. The final state-
ment—the ‘Hilmer Report’ (Hilmer 1993)—was delivered the following year.
The government adopted recommendations to encourage ‘microeconomic
reform’ and productivity growth in the public sector, by bringing competitive
market pressures to bear on the functions of the state and state-owned entities
(Keating 1993c). The report ‘definitively sanctioned “competition policy” as the
principal rationale underpinning economic reform in Australia and as the cen-
trepiece of Australian public policy’ (Beeson and Firth 1998, 223).

4 Social Wage and Contested Understandings

The first two sections of this chapter demonstrated that, in both wages and oth-
er economic policy areas, there was early—and then increasing—divergence
from the letter and spirit of the original Accord agreement. Yet notwithstanding
sporadic, fragmentary and generally low-level dissent or resistance to such de-
viations (which included the introduction of a raft of classically ‘neoliberal’
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reforms) the unions clung to their alliance with the government. Before ex-
plaining why this was the case, I look at whether the introduction of ‘social
wage’ measures in the Accord era could provide justification—like that given
by union leaders and in much of the scholarly literature—for the maintenance
of the government-union social contact arrangement.

Analysis of the role of the trade unions in the Accord mostly argues that the
social contract must be considered a positive advance for the labour move-
ment and a buffer against neoliberalism, because the working class in other
locations fared worse in the era (Spies-Butcher 2012; Ahlquist 2011; Castles,
Gerritsen, and Vowles 1996; Quiggin 1998). This view is prosecuted on the basis
that the Accord implemented elements of an expanded ‘social wage’'—a new
public health system, universal superannuation, increased family payments,
and unemployment benefits—and that these reforms represented ‘a signifi-
cant legacy’ which ‘alter[ed] the course of future social provision’ (Vidler and
Coates 2004, 9).

In Australia on the Rack (AMWSU 1982), it was reported that ‘between
1975-1976 and 1981-1982 an average metal tradesman (sic) had effectively lost
$53.50 per week due to direct and indirect tax increases and reductions in the
social wage’ (Sonder 1984, 153-154; AMWSU 1982). It was this reality that result-
ed in the AMwU, and then the ACTU, proselytising the virtues of an expanded
social wage and pursuing this through the Accord process.

Two key elements of the social wage are often cited as the signal reforms
won by the labour movement through the Accord: the reintroduction of uni-
versal health care in the form of Medicare; and, the implementation of super-
annuation across the paid workforce. It is important to examine how these
policies related to wider neoliberal restructuring, and particularly the issue of
risk in relation to the new pension system. We also need to question the way
these reforms are presented as sufficient to compensate for the raft of regres-
sive measures introduced via the corporatist process.

Apart from Medicare and superannuation, there were many other elements
(to the social wage implemented through the Accord) that had problematic
content. These included family income improvements (sole parents received
only derisory help); moderate increases to the unemployment benefit (which
still remained low in the very difficult economic climate that persisted well
into the 1990s*); tax relief (which, as discussed previously, undermined pub-
lic revenue and expenditure); and increased childcare fee relief (subsidising

4 The unemployment benefit (as a proportion of average full-time earnings) increased from
just below 20 percent in 1983 to just below 25 percent in 1991, before falling slightly by 1996.
As a proportion of the full-time minimum wage, it rose from about 32 percent in 1983 to about
43 percent in 1991, then to just over 45 percent when the ALP lost office in 1996 (Cowgill 2013).
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private provision) (McLelland 2000, 52—-53). Leading feminist scholar, Anna
Yeatman (1990, 93), described the latter childcare reforms as looking ‘like wel-
fare rationing and [being] welfare rationing ... predicated on a principle of pri-
vatisation’ There was also a streamlining of welfare state spending no longer
deemed to be appropriate (1990, ibid; Parker 2013). Other retreats from the so-
cial wage agenda included overall fiscal restraint, the abolition of free tertiary
education, and the regressive nature of ‘bracket creep’ (where workers’ wage
increases pushed their taxable income into a higher tax bracket) (McLelland
2000, 53).

41 Medicare

In April 1981, the Fraser Liberal Government abolished the Medibank universal
healthcare system—a program established in 1975 by Whitlam. While many
assume that the reintroduction of universal health care was inevitable under
Labor, given the program aligned closely with aspects of traditional ALP ideol-
ogy, this was not the case (Boxall and Gillespie 2013, 114). The ALP’s support for
a universal health scheme had diminished while it was in opposition, and the
trade union movement made the issue a core demand in the Accord negotia-
tions (ibid 2013, 120-121). The ALP only fully committed to replace Medibank
in 1982, doing so on a pragmatic basis—in that ‘Labor needed union support
for wage restraint, and that support was contingent on the restoration of
universal health insurance’ (ibid 2013, 115). While a significant budget deficit
during its first term meant that much of Labor’s election spending program
was abolished or delayed, Medicare was so central to union backing of the
social contract that the government moved to introduce it in 1984. Although
some in the ALP ‘hankered after more radical transformations of the way medi-
cine was practised’ (ibid 2013, 141), the Medicare model was chosen because
the institutional framework needed for it was already in place and its cost was
achievable—allowing the restoration of universal health cover to occur rela-
tively quickly (ibid 2013, 118).

In considering the social wage gains of the Accord, there has been a ten-
dency to view the outcomes as a case of ‘anything is better than nothing’. Yet, as
Johnson (1989, 101) argued, the introduction of Medicare was not without con-
tradictions and the ALP in general ‘subordinated welfare policies to their wider
economic’ priorities. Free access to health care was limited in various ways
under Medicare. While public hospital inpatient and emergency treatment
was made free and was generally government funded, it was private doctors
(reimbursed by government) who performed most general and specialist med-
ical outpatient treatments. Medicare was effectively ‘a new version of Whit-
lam’s Medibank and, like its predecessor, subsidise[d] rather than challenge[d]
private medicine’ (ibid 1989, 101). Private doctors could charge ‘gap’ fees over
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what the government would subsidise; and certain areas of healthcare in-
cluding most dental, physiotherapy and psychology were not provided for in
the public system. Further, doctor-ordered medications continued to be only
partly subsidised. Thus, although Medicare is often described as a ‘universal’
system, it has significant gaps in its coverage.

Funding for the new program was obtained through a one percent levy on
top of ordinary income taxes, although the costs of the system significantly
exceeded the revenue from the new budget stream (Quiggin 2010, 34). The per-
centage to be paid was increased to 1.25 percent in the 1986-1987 Budget (Jeri-
cho 2014a), and was further increased to 1.4 percent and then 1.5 percent by July
1995 (Biggs 2003). The impact of the levy was claimed to have been offset by tax
cuts, so that an average metal worker’s salary increased by the equivalent of an
$11 to $12 a week wage rise—an amount considered to be greater than the levy
at that time (AMwU 1986b).

‘While the social wage elements of this reform process often fell short of ini-
tial expectations’ (Spies-Butcher 2014, 84), it is clear that Medicare represented
an important advance in social welfare policy and did not follow a particularly
‘neoliberal’ model (at least in the Accord years). At the same time, however,
Medicare entrenched private medicine. Fully universal healthcare was never
Labor’s intention, as was made clear early in the Accord period when the Nsw
and Commonwealth ALP governments gave a written commitment during the
1984-1985 doctors’ dispute that ‘it was not the intention of the Labor Party now
or in the future to nationalise medicine’ (AMA 2014). At best, Medicare was
the clawing back of past gains that had been lost, although at a greater cost to
workers than before as they were required to accept a reduction in take-home
pay in order to gain this social wage benefit. A benefit abolished by Fraser only
three years earlier.

4.2 Superannuation

Alongside Medicare, superannuation is seen as the other key progressive so-
cial reform of the Accord era. Superannuation had been available to limited
sections of the private and public workforces for many years, including some
blue-collar workers who had won the entitlement through industrial struggle.
In 1980, less than half the workforce had access to superannuation, with cover-
age concentrated amongst higher paid workers, members of the defence forces
and employees of large private sector companies such as airlines (Sheehan and
Jennings 2010, 148). Compulsory superannuation (the ‘Superannuation Guar-
antee’) was introduced in 1992 by the Keating Government, to support the liv-
ing standards of the working class in retirement and to raise national savings
(Bryan 2004). Its development was seen as a crucial part of social security and
it was campaigned for by the unions for many years (AMFSU 1984b, 2).



AN INTEGRAL STATE 149

The Australian retirement system now consists of a compulsory, universal
employer-funded and privately-managed superannuation ‘pension’ system,
supplemented by a limited and means-tested public pension (Coates, Vidler,
and Stilwell 2004). The compulsory employer contributions commenced at 3
percent of income and were increased to 6 percent before the ALP lost office in
1996. Contributions have increased over time to the current 9.5 percent, with
a planned increase to 12 percent by 2025. Employees can make voluntary con-
tributions, while the state makes a payment in kind by forgoing certain taxes
on contributions. Some industries have won higher employer contributions
through industry bargaining, such as the higher education sector where the
rate is 17 percent.

The ALP and many union leaders argued that superannuation would be a
national savings plan to reinvigorate investment in manufacturing without
additional foreign borrowing and that it would promote the socialisation of
investment (Ramsay 2004; Stilwell 2000, 270). To some extent this was rhetoric
to draw militant unions into the social contract, as the cpa-aligned unions and
others had campaigned for superannuation to be the basis of a national devel-
opment fund. This fund was to:

... provide cheap loans to, or equity in, Australian industry and cheap
housing loans. Priority [was to be] given to investments which replace
imports, increase exports and modernise industry.

AMWU and others 1989

Such investment planning did not eventuate (Vidler and Coates 2004, 1213,
15). Unsurprisingly, investments in superannuation funds have worked largely
in the same manner as other capital in the neoliberal era—i.e. to maximise
returns in the stock market, rather than bring investment decisions under ‘so-
cial’ control.

Superannuation assets have steadily increased since the system was intro-
duced and at the end of the June 2017 quarter totalled $2.3 trillion (ASFA 2017).
Industry and public sector funds, the boards of which include key representa-
tion from union officials, account for a majority and increasing proportion of
all superannuation capital (APRA 2013). Former ACTU official and ALP minis-
ter, Greg Combet (2004, 24), who works in the superannuation industry, has
pointed out that the role of those managing superannuation is limited and
there is little scope to pursue ‘social’ ends (as was envisaged by some involved
in the Accord process):

I'm a trustee, and we have a sole responsibility to the members of the
fund to maximise benefits for them. That means you have to make
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investment decisions, on the basis of your best judgement and informa-
tion available, to maximise returns to the members over time. This is your
sole purpose as a trustee and we have been meticulous in making sure
we meet that goal. It means that a lot of these rhetorical flourishes about
national development funds have to be tested as investments, in terms of
returns and risk in comparison with other forms of investment. That’s a
discipline that we must be very conscious of.

Ordinary union members are, therefore, unable to direct fund investment
strategy.

Although this book is largely concerned with events up to the end of the
Accord, on the question of superannuation it is also important to evaluate
the longer-term trajectory of the pension system and its associated risk for the
working class. Superannuation has long been held up as ‘an industrial achieve-
ment of the labour movement, specifically the unions’ (Combet 2004, 17; see
also Pierson 2002). However, its legacy is paradoxical. Quiggin (2010, 36) has
argued that the social wage policies ‘of the Hawke-Keating government had
mixed effects on the social allocation of risk, with Medicare reducing private
risk while superannuation increased it for workers and households in the last
years of the Keating government. In the latter years of the Accord, superannua-
tion shifted from:

... ‘defined benefits, meaning workers would be guaranteed a pension
based on their final salary, [to] new schemes [which were] ‘defined con-
tribution, meaning the contributions into the scheme are set, but the end
payment is dependent on the performance of the fund, making workers
more dependent on market conditions.

SPIES-BUTCHER 2014, 88-89

The global trend in the neoliberal period has been to shift risk for retirement on
to individuals and decrease government responsibility (Orenstein 2009; 2008).
Achieving this was a key motivation for the ALP government and sections of
capital in supporting the introduction of superannuation (Bryan 2004). The
business organisation Australian National Industries put it bluntly when, at
the 1983 National Economic Summit, it nominated topics to be discussed and
argued that superannuation should be run by the private sector and expand-
ed to ‘take pressure off the welfare bill' (Leard 1983). The universal adoption
of the system constituted a fundamental policy shift away from government
to privately funded retirement. In the process, the ALP ‘institutionalised the
role of the private sector’ and the primary emphasis shifted ‘to funding future
retirement incomes with compulsory earnings-related savings accumulated in
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decentralised private funds’ (Gallery, Brown, and Gallery 1996, 99). The pub-
lic pension was simultaneously relegated to a secondary status, underpinning
the main retirement system and with access based on means testing (Combet
2004, 22).

In seeking a ‘fix’ for the growing reliance on public monies for retirement, in
a period when the labour movement and ALP were delivering cuts in both per-
sonal and business taxation, the unions did not appear to seriously consider
the consequences of shifting retirement risk onto workers. A few years before
the 2008 crisis, and while he was still a senior ACTU official, Combet (2004, 19)
argued that the union movement did not view the risk for workers as problem-
atic and that unions:

... had confidence that smart asset allocation in interest securities and
equities would be able to return consistently decent outcomes for the
membership with acceptable risk. And that has been the experience.
[Superannuation is] about collectivising, having a collective system
of retirement savings that was secure and which was collected in large
funds.

While superannuation gains were made until the financial crisis of 2008, the
losses to pension funds through speculation in Australia were the worst in
the world—apart from the very particular case of Iceland (David 2012). Bryan
(2004, 103) has argued that the promotion of superannuation as a ‘solution’
to government expenditure pressures was based on the idea of ‘self-perpetu-

ating wealth creation in capital markets’ embedded in neoliberal policy. Bryan
asked:

... how would private saving (via superannuation) avert the crisis so ap-
parent in the projected reliance [of retirement] on the public purse?
Where would the private revenues come from? The answer was never far
away from a neo-liberal, idealised view of markets.

ibid 2004, 103

The role of superannuation in neoliberal financialisation in Australia delivered
‘one of the most highly exposed pension investment structures to the equity
market’ in the world (Rafferty 2o11). Financialisation, in this instance, is un-
derstood as the absorption of households into financial markets through the
speculation of workers retirement incomes (Lapavitsas 2011).

The superannuation system has also been expensive to manage, having
among the highest operational costs of any pension system in the OECD (Martin
2014). Tax arrangements have also diverted state subsidy of superannuation
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to high-income earners, because tax concessions for payments (including ex-
tra contributions made by workers) mean the rate of subsidy increases with
personal income. The:

... cost of tax concessions for superannuation now rival[s] total spending
on the old age pension, yet the bulk of these benefits go to those on the
highest incomes, with low paid workers receiving very little.

SPIES-BUTCHER 2014, 90

Superannuation has also been criticised for its failure to deal with issues of
equity. Given that the scheme is based on lifetime earnings, those without ac-
cess to the workforce (and those who receive less remuneration in general) are
disadvantaged. Thus, in general, women, people with a disability, migrants and
those who have been underemployed have reduced superannuation reserves
to rely on (O'Brien and Burgess 2004; Olsberg 2004). The wealthy also benefit
given the low tax rate on superannuation contributions and the tax-free status
of income from super funds (Bramble and Kuhn 2011, 148). While superannua-
tion exists alongside a limited ‘safety net’ pension, this does not undo the fact
that existing disadvantages segment the workforce and these are exacerbated
by a system based on lifetime earnings.

Critics of superannuation have also argued that there is a vested interest
for senior union officials in maintaining the system, given their legislated role
on the boards of industry and public sector funds. From the left, Bramble and
Kuhn (2011, 171) noted that involvement in managing industry superannuation
funds has become a new area of employment for union officials. Similarly,
conservative politician Paul Fletcher (2013) argued in a speech to a neoliber-
al think tank, that ‘the structure and governance of today’s superannuation
system suits the interests of ... union officials, very nicely’. Both point out the
social interest of union officials in maintaining the present system and show
how union leaders were incorporated into maintaining a privatised pension
system—despite its poor returns for certain segments of the population and
the risk involved for workers reliant on the system. This is pertinent in light
of the argument made by Estelle James and Sarah Brooks (2001, 157)—in a
World Bank publication examining pension reform in Argentina, Poland and
Hungary—that resistance to pension ‘reform can overcome the opposition of
unions by giving them a role to playin the new system.

4.3 Worth the Cost?

There are two main ways that defenders of the ‘social wage justification’ for the
Accord have made their case in the scholarly literature. Firstly, they have ar-
gued that despite the failure to fully implement the original Accord statement,



AN INTEGRAL STATE 153

the project delivered key social wage policy reforms and was therefore on the
whole of benefit to working people. Secondly, they have claimed that the nega-
tive aspects of the Accord were reasonable consequences, because Australia
fared far better than other advanced capitalist countries that developed in a
neoliberal direction in the same period, but without a social contract (eg. the
UK, US and NZ).

In calculating the outcomes of the Accord era, Chris Pierson (2002, 184) ar-
gued that although the ‘reputation of the ALP under Hawke and Keating [was]
as the first neoliberal labour government,, this judgement is ‘too straightfor-
ward’. For Pierson (2002, 184), while ‘Canberra’s policy making and opinion for-
mation did come increasingly under the direction of economic rationalism),
there was not the ‘wholesale assault upon welfare provision that marked out
neoliberal governments (at least in aspiration) elsewhere’. Pierson (2002, 184)
pointed to ‘the introduction of Medicare, the introduction of rent assistance
for the unemployed, and the maintenance of the old age pension’ in particular.
Similarly, Singleton (2000, 85) viewed the defeat of the Labor Government's
consumption tax proposal in 1985 as proof that the Accord partners did not
exercise complete hegemony over the other parts of the community, as social
welfare and church groups exercised influence alongside the unions to achieve
this defeat.

Deploying a balance sheet of progressive and regressive reforms in this way
effectively reads history backwards. Such positions argue that even if the overall
outcome in the Accord era was negative, entering an alliance with the govern-
ment based on sacrifice in the national interest produced a better result than
elsewhere. Such an approach presumes the inevitability of harsh neoliberal
restructuring under any alternative hypothetical scenario. Furthermore, it is
an approach that interprets small wins within wider and deeper losses parallel
to the process of neoliberalisation—rather than as concessions or ‘sweeteners)
designed to smooth the incorporation of the labour movement and disadvan-
taged social groups into the restructuring process itself (as part of gaining their
consent for going against their own social interests). This separation obscures
the role of the union movement within the state’s political project and in ac-
tively constructing neoliberalism.

5 The Concord of Neoliberalism and the Accord

The preceding section challenged the claim in the literature and by union
leaders that the re-establishment of Medicare, the expansion of superannua-
tion, and a series of other ‘social wage’ reforms were unequivocally progressive
outcomes of the Accord. Furthermore, it argued that the Accord cannot be
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usefully evaluated by examining a list of policy positives and negatives for the
labour movement or workers, as such an approach detaches limited positive
aspects of policies from the wider state-led hegemonic project of the era.

Such an approach conceals the overall trajectory of neoliberalism, which
in all locations has varied (to a greater or lesser extent) from an idealised and
ideologically pure suite of policies. Neoliberalism is path dependent—the re-
sult of local factors related to class conflict, institutional forms and historical
settings. Neoliberalisation cannot be viewed as a single road along which all
states travel, only to arrive at a ‘full’ neoliberal endpoint. In this way:

... actually existing neoliberalism ... both exploits and produces socio-
spatial difference [and its uneven] development does not signal some
transitory stage, or interruption, on the path to ‘full’ neoliberalisation,; it
represents a coevolving and co-dependent facet of the neoliberalisation
process itself.

PECK, THEODORE, and BRENNER 20093, 53

Moreover, analyses of the Accord era that see social wage advances as being
a result of a (beneficent) corporatist policy framework, while reforms such
as privatisation and financial re-regulation are seen as part of a (destructive)
neoliberal project, obscure the internal connection between corporatism
and vanguard neoliberalism in this period. This obfuscation allows authors
to remove the simultaneous diminution of workers’ organised power and so-
cial conditions within that project from rigorous examination. Analysis com-
bining a Marxist critique of the nature of corporatist arrangements, with an
understanding of neoliberalism as a state-led hegemonic political project of
class rule, can lay the basis for theorising the exact nature of the relationship
between the Accord and the vanguard phase of neoliberalism in Australia.
That analysis is the focus of the rest of this chapter.

5.1 A Brace against Neoliberalism?

The fact that neoliberal reorganisation in Australia occurred at the same time
as the Accord is not sufficient evidence to conclude that the two were internal-
ly-related aspects of state-led class rule during the Hawke and Keating govern-
ments. While there was a strong temporal overlap—and many accept some
policy commonality between the Accord and vanguard neoliberalism—this
book argues more strongly that there was a deeper correspondence between
these projects. The concordance between the Accord and neoliberalism is not
accepted in most of the scholarly literature, even that which is critical of the
Accord. They are usually seen as opposed policy agendas, where the social con-
tract provided a brace against (or moderation of) the advance of neoliberalism,
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at a time of protracted economic stagnation in which resistance to restructur-
ing was not possible or could not realistically succeed (Ahlquist 2o011; Spies-
Butcher 2012). The Accord has also been seen as a framework that limited the
growth of inequality compared with other nations implementing neoliberal-
ism at the same time—in particular NZ, the US and UK (Spies-Butcher 2012;
Ahlquist 2011; Langmore 20003; Singleton 1990b).

Hampson (1997, 540) posits neoliberalism as something external or addi-
tional to the corporatist process and, in a general sense, standing opposed to it:

The [Accord] arrangements were unstable because they imposed too
much of the burden of industrial adjustment on workers, through wage
restraint and work reorganisation. At the same time, the policies lifted
constraints on capital, increased profits and permitted chronic misallo-
cation of investment. They contradicted the documentary basis of ... the
Accord ... which actually sketched a diametrically opposed policy stance,
involving interventionist industry policy and economic expansion. The
tensions between these policy stances undermined the democratic el-
ement in Australian corporatism, causing it to assume more and more
authoritarian forms.

In this approach, corporatism and neoliberalism are seen as conflicting ‘policy
stances), with the latter ultimately undermining the former. Similarly, David
Peetz (2013) has argued that corporatism was an alternative policy regime (and
challenge) to Thatcherism, Reaganomics and Rogernomics in NZ, in that it:

... brought about a period in which the government worked under con-
testing ideas. There was no uniformity of thought. When these two big
ideas were in contest—market liberalism and the modified Keynesian-
ism of the Accord—sometimes one idea won out, sometimes the other
idea did.

Spies-Butcher (2012) has argued that the Accord was a process whereby dif-
ferent views on economic management were reconciled, in that it allowed for
the interests of all parties to be protected through the collective management
of the macro economy (see also earlier similar arguments by Singleton 2000;
Willis and Wilson 2000). Thus collaboration combined with a realistic approach
to macroeconomic management allowed the ALP to achieve ‘a pragmatic ac-
commodation between markets and equity’ (Spies-Butcher 2012, 208). Such
an approach frames the corporatist agreement in relatively neutral terms, de-
spite an acknowledgement that there were negative consequences in terms
of declining union strength and the failure to deliver many aspects of the
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agreement. While emphasising the positive outcomes of the era, the negative
outcomes are relegated as second order issues on the basis that a period of
crisis cannot deliver on all desires—and Spies-Butcher (2012, 222) concluded
his analysis with a call for a ‘new compact.

Spies-Butcher (2012, 211) also posited that the Accord allowed the involve-
ment of social movement actors, in particular feminists and environmen-
talists, in setting public policy. This interprets the process of assimilation of
unions and other civil society organisations into the Accord framework opti-
mistically, whereby:

... the ability to integrate social movements through collaborative and
consultative processes not only helped to integrate these groups directly,
but also modified the program of restructuring ... [whereas in] Britain
and New Zealand Labour parties saw splits, with particularly devastating
consequences in Britain due to first-past-the-post voting.

ibid 2012, 211

Spies-Butcher’s approach is problematic in that it presumes that disruption
of politics (or at least of its left-wing variants) is always undesirable, because
centre-left party stability is necessarily a defence against regressive outcomes.
By way of contrast, if the Accord is understood critically as a state-led process
of rule to implement the hegemonic project of the dominant class—in this
instance neoliberalism—then party breakdowns in the UK and NZ are better
viewed as, at the very least, a breakdown of the political structures that drove
attacks on subaltern civil society groups in the vanguard neoliberal era. Spies-
Butcher, in a general sense, deploys an understanding of corporatism that was
criticised in Chapter 3, one which tends to presume a neutral or absent centre
to the social contract framework—with the political content filled by the will
of the parties. While the state is not considered neutral or passive, such analy-
sis is silent on the question of what interests liberal corporatism serves and
fails to question the design behind various Accord outcomes.

As noted, many authors favour comparing the Australian situation with
NZ, arguing that the outcomes for the working class and labour movement
under the NZ Labour Party were ‘worse’ and therefore the ‘better’ Australian
result must be attributable to the Accord (Quiggin 1998; Castles, Gerritsen, and
Vowles 1996; Ahlquist 2011). Such an approach rests on the claim that the pro-
cess in NZ was less consensual and that ‘a similar history and economy had
given way to a much more radical experiment’ with greater negative conse-
quences (Spies-Butcher 2012, 206). Yet, as Jane Kelsey (2014) argued, the rela-
tive success of each restructuring project cannot be judged solely on the basis
of how radical or extensive it was at the time, but must also consider how fully
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and stably neoliberalism was entrenched in each country. Kelsey (2014, 169)
examined the implementation in both nations and concluded that ‘Austra-
lia’s consensus building pragmatism and reliance on institutions has created
a more deeply embedded regime than New Zealand’s’ (discussed further in
Chapter 9).

Another example of using international comparisons in the Accord’s fa-
vour can be seen regarding the question of inequality in the Accord era, as
debated in the scholarly literature (Spies-Butcher 2012; Pierson 2002, 188).
Standard measures of income inequality, such as the Gini coefficient, univer-
sally show rising inequality during the Accord era, despite initial belief that it
would reduce wealth disparity through redistributive measures (Leigh 2005).
A 2013 report looking at long-term trends in the distribution of both income
and expenditure ‘found that the economy was on a steady descent towards
greater inequality between 1983 and 1993’ (Valenzuela, Lean, and Athanaso-
poulos 2014), in the period this book argues to be the vanguard stage. And it is
generally accepted that Australian inequality ‘declined between the 1950s and
the late 1970s, before increasing again in the 1980s’ in the vanguard neoliberal
era (Whiteford 2014). Peter Saunders, leading expert on poverty and income
distribution, argued that:

... income inequality increased in Australia between 1981-82 and 1989—
90, whether it is measured before tax among income units or after tax
among individuals, whether account is taken of differences in need or
not, and whether ranking and weighting is based on individuals or in-
come units. These results suggest that not only the distribution of income,
but also the distribution of economic well-being has become less equal
since 1981-82.
SAUNDERS 1993, 364

In response, progressive defenders of the Accord simply claim that even if this
were the case, at least inequality did not grow as fast as in other Anglophone
countries such as the US, UK and NZ (Spies-Butcher 2012; Ahlquist 2011). Such
a position seems manifestly insufficient and presumes that any alternate hy-
pothetical scenario would have both mirrored those locations and led to even
greater inequality.

Most analysis of the Accord also rests on the assumption that the original
agreement was relatively clear, and that the program to be undertaken was
transparent from the outset. However, the Accord was both imprecise and con-
tradictory. The document failed to offer the clear alternative economic pro-
gram imagined by many of its participants and, according to Beilharz (1985,
214), it is a ‘masterpiece of ambiguity: it offers all things’ Therefore, arguments
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about the Accord often return to the question of its imputed potential, as
opposed to the actuality of what occurred.

Beilharz (1985, 214) argued that very early in the Accord process many left
unions believed that, although the ALP government was ‘up to the same old
tricks, the Accord itself offer[ed] new and real possibilities for socialist poli-
tics’ This clarifies why many involved in the Accord, or in analysing it in retro-
spect, are supportive of it as a political strategy—despite its categorical failure
to deliver its core aims on wages and prices, even in the early years (Beggs 2015;
Spies-Butcher 2012; Stilwell 2000). Hence, such authors are critical of the fail-
ure of the Accord to be implemented ‘properly’ and at the ‘neoliberal’ direction
of government policy. They seek to separate the Accord and neoliberalism in
order to emphasise the Accord as a project in competition with neoliberalism
(or, at the very least, potentially opposed to it). An emphasis on potentiality is
particularly problematic given that left unions were seeking a ‘grand change’
in macroeconomic terms, and given they were willing to set aside previous
modes of relating to both ALP and conservative governments.

It has become clear, subsequently, that the left unions had no strategy for
how to proceed once the ALP was in government and failing to implement
the agreement. The Accord’s sanctioning by the left unions, in particular the
powerful and large AMWU, was a necessity for the Accord to proceed. Yet im-
plementing the social contract meant these militant unions had to first ‘give
up’ the very strategy that had allowed them to obtain a powerful enough bar-
gaining position to be included in such an agreement. Union militancy, and
the strong civil society workers’ organisations it helped to build, meant the
ALP needed the Accord to deal with the unions in a very direct manner, but
the Accord itself forbade the unions using that weapon once they were in that
position. In light of the rise of neoliberalism, this throws emphasis back on the
impasse of the left within the Accord process and draws emphasis away from
portraying it as simply a victim of the strength of the New Right.

This focus on the New Right threat has held back analysis of why the Accord
process turned out the way it did. For example, Hampson (1997), whose work
is on the whole extremely perceptive about the process and content of the
Accord, failed to interrogate the assumptions behind corporatist frameworks
as they relate to the advance of vanguard neoliberalism. Hampson (1997, 562)
stated:

Australia’s version of corporatism was from the outset impaled on the
contradiction between an economic liberal approach to policy and
the interests of its own constituency. The union leadership could not
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enforce policies which better reflected union interests, and did not re-
solve the contradiction by ending the Accord, for reasons that remain to
be analysed fully. This necessarily caused the nature of the corporatism
to become increasingly less democratic and more authoritarian.

While Hampson identified that the Accord failed, he did not see this as a
problem arising from corporatist agreements in general. Rather, he posited
the problem as the Australian social contract being in competition with the
advance of an ‘economic liberal’ framework—in other words, neoliberalism.
Such analysis, although critical of the Accord’s outcomes, is silent on the
class nature of corporatism and instead attributes the failures of the Accord
process and the associated rise of neoliberalism to various factors external
to the Accord itself—be they international (eg. the global economy) or
domestic (eg. parties or sections of the state being won over to neoliberal
policies).

5.2 Theorising the Corporatism—neoliberalism Connection

The Accord framework was responsible for key changes to union structures
and activity, which allowed various political and economic objectives of the
period to be pursued in a manner that systematically favoured capital (dis-
cussed in the next chapter). Neoliberalisation in Australia—the ongoing po-
litical project of social and economic transformation through various stages
of the periodisation in this book—was only possible after a curtailing of union
power and working class resistance in the vanguard phase. This weakening of
the power of labour was necessary for a medium-term project of restructuring,
and the Accord was the central strategic plank towards this objective. That the
process in Australia was mainly consensual—involving the agreement of the
unions from the start—was secondary to the effect of the process, and should
not divert attention from its intention to effect labour disorganisation, in keep-
ing with neoliberal restructuring elsewhere.

Marxists have usefully—despite employing differing emphases—anal-
ysed neoliberalism as a form of, and/or process of, class rule (Davidson 2013;
Saad-Filho 2010; Duménil and Lévy 2012; Harvey 2005; Albo 2002). This ap-
preciation of the class nature of neoliberalism has also been used to analyse
Australia, where it was seen as the triumph of the interests of the capitalist
class over those of the labour movement and the working class (Bramble 2014;
Bramble and Kuhn 2011; Cottle and Collins 2008; Lavelle 2005). Nevertheless,
while some of the Marxist scholars examining Australia have contradicted
mainstream claims of the Accord and neoliberalism being at odds with each
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other, arguing that the Accord helped facilitate the introduction of neolib-
eralism by curtailing union strength, certain questions remain insufficiently
explored.

The social content of corporatism is rarely considered in the Marxist
literature. Despite Panitch’s development of a sophisticated critique of cor-
poratism as a political project oriented on increasing labour exploitation, no
radical or Marxist analysis of the Australian case has interrogated the charac-
ter of corporatism in this way—instead focusing on more general and time-
less questions as to the nature of the trade union bureaucracy and labourism.
While those issues are important, they cannot explain why corporatism was
the method of crisis management at that particular time. This failure also
means the claim in the scholarly literature that the Accord was a consensual
process has remained mostly unproblematised in the Marxist literature. Fur-
ther, Marxist accounts have generally seen the defeat of the working class
in the Accord period as the product of a process of class struggle and so
cannot satisfactorily answer the question of why workers and their organisa-
tions participated (sometimes actively and enthusiastically) in that process.
Following from this, Marxist analysis has generally failed to consider how
the Accord formed part of a very specific moment of class rule within the
neoliberal project. This is despite authors being explicit about corporatism
and neoliberal structural adjustment occurring simultaneously. The pursuit
of the Accord by the labour leadership thus tends to be viewed somewhat
ahistorically.

For Bramble and Kuhn (2011, 105-110), the pursuit of the Accord as a strategy
by union officials was a logical consequence of the social position of those
officials in society, as mediators between capital and labour (including their
influence over union delegates) and as a result of the ties between the unions
and the ALP (including the labour movement’s nationalism). While the role
of union officials is an important component of the story and can assist us
in understanding part of the dynamic, an approach that also focuses on the
interconnection between the social contract and neoliberalism can better ac-
count for why both were successfully implemented at that particular time and
in that manner. This then facilitates a clearer appreciation of how the labour
movement was incorporated into a project of capitalist restructuring and in-
creased exploitation so soon after one of its most militant phases.

Such a reappraisal of the Accord must be embedded in a materialist analysis
that considers the nature of corporatism as framed in Chapter 3, so as to better
understand the social interests behind the process and how it was ultimately
tied closely to the advance of neoliberalism. In a situation of industrial mili-
tancy and severe weakness in the economy, the ALP utilised its integrative role
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within the Australian political system. While Labor did seek to protect working
class living standards to an extent—and ALP politicians firmly believed they
had the interests of all Australians at heart—this was within a framework of
strengthening the national economy and the position of capital. The ALP’s in-
tegrative role was connected to labourism’s focus on the nation state as the site
of political activity in the pursuit of social change.

The specific aim of the Accord was, as was the case with the earlier UK so-
cial contract:

... to infuse the working class with national consideration at that level
where economic class considerations had persisted most stubbornly—at
the level of trade union wage bargaining.

PANITCH 1976, 5

In order to undertake significant restructuring of the economy, the govern-
ment needed to project a national interest and the Accord was central to
that mission. The corporatist agreement re-enveloped the unions under the
direction of the ALP in government (therefore within the parameters of the
capitalist state) and thus underpinned the advance of the vanguard phase of
neoliberalism. Implicit in the framing of the social contract—and explicit in
its implementation—was an effort to increase the exploitation of labour in
order to address stagnant accumulation and recurrent crises. Over time, this
purpose above all others came to the fore.

In Australia, it was in the deepening of corporatism, through the Accord,
that the neoliberal political project advanced. Corporatism and neoliberalism
were interconnected and mutually supporting elements of class rule. When
corporatism is understood as a (ruling) class project of incorporation and sub-
ordination of the working class, via its labour movement structures and ties,
then the apparent tension between a social contract and the neoliberal proj-
ect dissolves in terms of its potential and actual outcomes. As will be seen in
discussion of the concept of the informal Accord below, neoliberalism is best
understood as emerging through the explicit parameters of the Accord in a
coterminal relationship.

5.3 An Informal Accord’?

Why did the unions remain part of the Accord process after it was clear that
the agreement was not going to be implemented? Most commentators have
argued that union leaders and their rank and file calculated—rightly or
wrongly—that the benefits of the agreement outweighed its costs. Some Marx-
ists posit, however, that there was a more specific dynamic involved, where
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the trade union leadership tied the labour movement into the priorities of the
government through an ‘informal Accord’ Bramble and Kuhn (1999), followed
later by Cahill (2008), developed and elaborated the concept of the informal
Accord. They argued that the formal Accord (the provisions set out in the so-
cial contract) was supplemented by an ongoing commitment by the unions
that the ALP should govern regardless of whether the formal agreement was
implemented as initially intended. The informal Accord was thus an effort ‘to
manage the neo-liberal transformation of state and economy by tying the lead-
ership of the labour movement to this process’ (Cahill 2008, 326).

Such a framework has the strength of rejecting attempts to portray the so-
cial contract and neoliberal transformation as counterposed. Rather, the infor-
mal Accord allowed the introduction of neoliberalism because it meant that
the unions were willing to compromise significantly their own political and
economic objectives, to ensure ‘their’ government remained in power. In the
words of Accord architect, Bill Kelty, the:

... Accord was at one end of the spectrum simply an expression of sup-
port for the Labor Party to govern. At the other end of the spectrum it was
a working partnership.

Cited in CAHILL 2008, 326

The informal Accord framework helps to clarify why the AcTU (and even some
more radical unions) continued to support the ALP despite their concern at
the direction of government policy. The framework logically implies that the
arrangement helped facilitate the introduction of neoliberalism, by dulling
dissent and providing support for the ALP government. However, framing the
connection between the Accord and neoliberal economic transformation in
terms of an informal arrangement implies there was something outside the
formal agreement—a hidden centre—that was essential to the relationship
between corporatism and vanguard neoliberalism. Yet the central motiva-
tion and key achievement of the Accord was its agenda of wage restraint and
suppression of militancy. These primary objectives, of increasing the rate of
exploitation and quashing industrial struggle to resolve problems of capital
accumulation, also sit at the heart of neoliberalism. It is not that neoliberalism
was possible because of an informal agreement to allow the ALP to do it, but
because increasing the rate of exploitation and suppressing labour movement
militancy were core objectives of both the corporatist and neoliberal projects.
The notion of an informal Accord can, therefore, risk diverting analytical at-
tention from the very direct way in which neoliberalism was implemented
through the Accord.
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The formal aspects of the Accord provided a set of political structures
tying labour to the state, allowing informal understandings about the survival
of the ALP government to have the importance they did. This integration
of labour was mediated by the participation of trade union officials and activists
operating in a set of highly-organised, institutionalised, state-centric political
relationships with representatives of political society, the state bureaucracy
and business elites. The unions supported ‘their’ ALP governments before
and after the Accord, but in no other situation were the stakes involved in
maintaining or withdrawing support so high. This is because in no other sit-
uation did the unions find themselves tied so directly to the inner workings
of the government and its political-economic reform program. As highlight-
ed in Chapter 3, such a process raises ‘the basic dilemma of corporatism—
coercion in the name of harmony’ (Panitch 1976, 247). The formality of the
corporatist agreement, about which Panitch theorises in general, was there-
fore crucial to the specific success of the vanguard phase of neoliberalism in
Australia. The ability of the ALP to introduce neoliberal reform was a direct
result of the formal components of the agreement, especially the inclusion
of the unions within state processes and structures.

Although the concept of the informal Accord provides a way to consider
how elements outside the formal Accord statement might be relevant, under-
standing the direct relationship between the formal Accord and neoliberalism
as coterminal has greater explanatory power.

5.4 The Accord as Involucro
Chapter 2 drew on the work of Marx and Gramsci on the state in order to ex-
plore the relationship between the state and civil society, while Chapter 3 drew
on Leo Panitch’s class-based critique of corporatism. It is now possible to theo-
rise that the Accord was the high point of successful integration of civil soci-
ety into a new state-led political project amid the economic turmoil following
the end of the post-war boom. This enwrapment of civil society by the state
tied the labour movement into the process of economic restructuring and, un-
like the UK example, the social contract did not result in the rank and file of
the labour movement pushing back against the union hierarchy and forcing
the agreement’s breakdown. The remainder of this section will attempt to the-
orise the concord between the corporatist and neoliberal projects—described
and analysed above—utilising Gramsci’s concept of the integral state.
Summarising the argument to this point, Gramsci developed a particular
understanding of the relationship between the social and political spheres in
modern capitalism, especially the enwrapment of civil society by the state. The
integral state—‘conceived of as a dialectical unity of civil society and political
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society’ (Thomas 2009a, 29)—‘presents the image of “political society” as a
“container” of civil society, surrounding or enmeshing and fundamentally
reshaping it' (Thomas 2009b, 189). This concentrates attention on how civil
society becomes incorporated into processes of political class rule. Panitch’s
framework for understanding corporatism stressed its nature as a class project,
with the objective at the centre of the Accord being the suppression of wages
and labour movement activity in the midst of economic crisis. Understanding
the Accord in this way cuts through the mainstream narrative that the Accord
was a consensual project in the interest of all, positing instead that corporat-
ism involved the translation of ‘working class loyalty to its party [and unions]
into loyalty to the nation’ (Panitch 1976, 247).

The Accord was the high point of such efforts at corporatist integration
and provided the framework for the simultaneous advance of neoliberalism
in Australia. This process substituted a project of national interest for the par-
ticular interests of the unions or their members and drew a militant labour
movement inside the state’s project—enwrapping its interests with those of
the dominant class. Although political responses to the crises and contradic-
tions afflicting Australian society in the 1970s and early 1980s came both ‘from
above’ and ‘from below’, the latter responses ended up integrating subaltern
groups into state imperatives—regardless of the fact that those imperatives
directly undermined those groups’ social interests.

The state does not simply rule coercively through the parliament, legisla-
ture, military and police, but through a process of hegemony. Thus, the state
must be understood, according to Gramsci (2011b; Q6 §155), in its ‘full sense:
dictatorship + hegemony'. The integral state is, in this understanding:

... a network of social relations for the production of consent, for the in-
tegration of the subaltern classes into the expansive project of historical
development of the leading social group.

THOMAS 2009: 143

Because the capitalist class does not rule directly, but through a political state
separate to the social existence of its members, it is this state and the political
society around it that intergrates civil society groups into a wider project to
maintain capitalist domination.

Gramsci’s heuristic helps to delineate the changing relations between state,
political society and civil society in the Accord era. Changes in the political
economy were facilitated by the Accord, via the leading role of the state, with
a Labor government in power. It was through the Accord process that the neo-
liberal political project transformed civil society, including the economy, with
the labour movement acting as the ultimate tool of macroeconomic policy by
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voluntarily acceding to an increased rate of exploitation in the form of wage
suppression. This was a process of political society enwrapping civil society,
in order to enable neoliberal transformation. As highlighted in opening this
chapter, Gramsci (1995, 167; Q10ll §15) explained that:

Between the economic structure and the state with its legislation and its
coercion stands civil society, and it is this latter which has to be radically
transformed, in concrete terms and not just as it appears in statutes and
learned books. The state is the instrument for bringing civil society into
line with the economic structure, but the state has to ‘want’ to do that....

While Gramsci was talking about periods of active or passive revolution in an
epoch of early capitalist modernisation—and not simply any period of capi-
talist restructuring—it is not a large step to suggest that, even once capitalism
is established, the state continues to operate in this way, with political soci-
ety (through the state) concretely transforming civil society. This is clear in
the neoliberal period in Australia, where the state sought to reincorporate the
union movement into a stable mode of rule after the Fraser years. As discussed
in Chapter 2, the Australian labour movement was heavily enmeshed in the
state through the process of centralised arbitration from early in the 20th cen-
tury. However, a consequence of both the dismissal of the Whitlam Govern-
ment and the open industrial and political conflict of the Fraser years, was the
effective partial exclusion of the labour movement from its privileged political
position within statal structures and processes.

The social contract was a way to ensure that the labour movement could
once again be an allied subaltern group in the bourgeoisie’s political domi-
nance over the working class, via the nation state and its associated political
class. That is, workers and unions could ‘once again’ be incorporated into the
normal patterns of governance after a period of being somewhat outside these
and in direct conflict with Fraser, who was therefore unable to pull the unions
into any attempt at reform. As argued in the periodisation laid out in Chapter
5, moves towards a neoliberal trajectory could not become hegemonic in the
Fraser years and it took the re-incorporation of the union movement through
the Accord for this to become possible.

The Accord’s success as a process of assimilation is evidenced by the fact
trade unions did not break with the social contract. Nor did the rank and file
of the trade union movement effectively push back against the union officials
centrally facilitating the agreement. On the basis of this dynamic, the Accord
cannot be separated from its neoliberal ‘other. Rather, the stability of the
Accord was central to the ALP Government's successful neoliberal restructuring
of Australian society.
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6 Conclusion

As this chapter has described, the Accord and neoliberalism have mostly been
analysed as separate phenomena in the scholarly literature—including by
most Marxist writers. Such an approach obfuscates the conscious direction of
the ALP and the unions at the time, especially the failure of the left unions to
offer an independent political strategy to protect the interests of labour once
the unions were tied into the state project. Not only did unions fail to break
with the Accord when it was not implemented, but many union officials were
incorporated further into the state’s strategies around reviving accumulation
and ‘modernising’ the Australian economy. The ‘molecular transformation’ of
cpaA-aligned officials was particularly stark (and is considered in the next chap-
ter), in that they shifted from arguing that the Accord would be a pathway to
socialism to defending its most regressive aspects—including declining real
wages—on the basis of the national interest.

This chapter and the last focused on how various Accord elements were im-
plemented, and concluded that they are best understood as part of a process
incorporating the labour movement into the state’s priorities around econom-
ic restructuring and suppression of labour interests. The Accord was fashioned
and reshaped over time to facilitate this structural adjustment. Importantly,
the Accord also facilitated the enwrapment of civil society by political soci-
ety and the state, in order to ensure particular policy ends could be achieved.
The policy process and economic restructuring under the Hawke-Keating
governments were the result of the Accord being coterminal with the imple-
mentation of vanguard neoliberalism, in a process of simultaneously deepening
corporatism and advancing neoliberalism.

In the following chapter, this line of inquiry is continued, although the focus
shifts to explore how the labour movement'’s participation in the Accord led
it to: manage internal dissent; disorganise union structures; assist industrial
restructuring; and eventually dismantle the central tenets of the centralised
wage-fixing system. These changes force consideration of the Accord as a proj-
ect of concurrent incorporation and destabilisation, with the subordination
of workers’ social interests to the revival of capital accumulation leading also
to the hollowing out of the powerful union organisations that provided the
Accord with its main lever to drive down wages.



CHAPTER 8

How Labour Made Neoliberalism

Government by consent of the governed, but an organised consent, not
the vague and generic kind which is declared at the time of elections: the
state has and demands consent, but it also ‘educates’ this consent through
political and trade-union associations which, however, are private organ-
isms, left to the private initiative of the ruling class.

ANTONIO GRAMSCI, The Prison Notebooks, Q1 §47

1 Introduction

Approaches that posit the Accord as exogenous to neoliberalism can shield
from close examination the labour movement’s role in political-economic
transformation. This method limits understanding of both the Accord pro-
cess and its connection to the neoliberal project, as well as the reasons for the
labour movement’s difficulties in the decades following the end of the social
contract. This chapter demonstrates how the labour movement helped to
build neoliberalism in Australia. It concludes the argument of how the con-
struction of Australian neoliberalism diverged from the dominant narrative
of neoliberalism’s advance globally—an account that emphasises the role of a
coercive state and the agenda of the New Right. The chapter casts the labour
movement as not just an object of neoliberal change, but an active constructor.

The last two chapters have detailed empirically the regressive (anti-working
class) nature of both the Accord and neoliberalism, as parts of a hegemonic
political project carried out by the 1983-1996 ALP Government. This chapter
furthers that analysis, by detailing the manner in which the institutions of la-
bour actively constructed aspects of neoliberalism and thereby played a role in
disorganising their own social power. This incorporation is understood not in a
passive sense, but as an organised consent directly involving the unions in the
building of anew hegemonic project.Ialso continue an elaboration and reinter-
pretation of Gramsci’s concepts of hegemony and the integral state, and consid-
ers how these have applicability (or otherwise) beyond Gramsci’s original work.

The first section analyses the move from workplace-based union organis-
ing to the centralised Accord. It argues that the growing belief that central
planning offered the greatest chance of resolving the economic crisis in the
interests of the labour movement was central to cohering the Accord. In order
to be successful, the Accord also needed to bring key militant unions inside
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its framework. For this reason, analysis focuses on the drawing into the social
contract of the largest union at that time—the AMwu—through the augmen-
tation of industry policy within the agreement (E. Jones 1997, 20). This section
also analyses the development and implementation of Australia Reconstruct-
ed, an initiative begun in 1986 to extend the corporatism of the Accord ‘against’
the neoliberal trajectory of the Hawke Government.

The second section considers the suppression of industrial struggle, par-
ticularly the roles of the AcTU and labour movement in policing unions that
sought to go outside the Accord’s ‘no further claims’ framework. The analysis
also explores early attempts by dissident unions to seek wage increases outside
the Accord—focusing on disputes at the Mudginberri meatworks (1983-1985)
and Dollar Sweets (1985)—and the use of civil legal action by the New Right to
undermine these struggles. The section analyses the successful deregistration
of the radical Builders Labourers’ Federation (BLF) in 1986, which nominally
occurred over corruption. It also details the 1989 pilots’ dispute, which resulted
in the ALP government using the military as strikebreakers. The book argues
that the suppression of industrial struggle under the banner of the Accord,
in part through these confrontations, was central to how the social contract
disorganised the working class and trade union movement.

The third section explores the implementation of enterprise bargaining,
and thus a re-regulated industrial relations system that undermined central-
ised bargaining, as an outcome actively sought by the labour movement. This
ended the historically centralised wage determination system in Australia. The
analysis of enterprise bargaining underlines the argument that the Accord was
highly successful in disorganising labour, and in preventing the labour move-
ment from exercising its own social weight—a social weight that had earlier
required the Accord to be established. The section explores some of the con-
tradictions of the Accord, in particular how the process hollowed out the social
weight of the ALP and the trade unions. It considers Gramsci’s concepts of
hegemony and the integral state in relation to these antinomies. The analysis
asks whether the concept of the integral state has been increasingly historical-
ly demarcated because hegemony—of the sort Gramsci describes as organised
and occurring through civil society organisations—has been undermined by
changes in civil society since the end of the long boom.

2 From Worker Agency to State Agency
The Accord was a consensual project that brought about a shift in the locus of

labour organisation from one level to another, with profound implications. La-
bour organising moved from the level of workplaces and rank-and-file workers
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to that of high-level negotiations and central planning. While worker agency
had been central to the labour movement’s gains in the long boom and, par-
tially, in the decade after the boom ended, the shift to state agency from 1983
delivered a sharp curtailment of labour’s interests.

The failure of the left unions’ strategy of industrial militancy and mobilisa-
tion to resolve the crisis in favour of labour (in the 1970s and early 1980s), resulted
in these unions seeking a political solution through central state planning, and,
thus, being brought inside the state and political society. The role of the AMwU
in the Accord process demonstrates how the social contract incorporated a
militant union into the new political project centred on reviving accumulation
and ‘modernising’ the Australian economy. Central to neoliberal restructuring
was the participation of unions in industry structural adjustment and efforts to
increase productivity, which proceeded alongside the attempted reorienting of
the Accord in the 1986-1987 Australia Reconstructed initiative. The shift from a
workplace-focused strategy to a corporatist one facilitated the enwrapment of
labour and the trade union leadership by political society and its priorities.

2.1 The Shift to Support the Accord

For the Accord to be agreed to, the left and cpa-aligned unions had to be
brought inside the social contract. And for the Accord to be successful, it had
to suppress the industrial action of unions characterised by militancy through-
out the 1970s and early 1980s. Bringing militant unions inside the Accord re-
quired a significant shift in the manner in which these unions approached
labour organising; but once inside the Accord, a further shift took place as the
union leadership was enwrapped by political society. These shifts represented
both an evolution from what came before and a substantial break in the wake
of the 1982 recession.

As mentioned previously, the AMwWU was the largest and most power-
ful trade union in Australia, with the fitter's wage rate in the metals industry
acting as the benchmark in arbitration of award (wage and condition) rates
(G. Campbell 2000; E. Jones 1997, 18—20). The AMWU was at the leading edge of
industrial struggle, with the gains it made in shop floor industrial action often
flowing onto other segments of the working class. The consent of the AMwuU
for a social contract was key to ensuring the establishment and implementa-
tion of the Accord. As such, analysis of the AMwU provides ‘a window on the
transformation of the union movement itself over a period of quite pivotal
change in Australian labour history’ (Scalmer and Irving 1999, 65). Without the
sanction and ongoing support of the AMWU over the Accord era, the social con-
tract could not have been cohered (W. Higgins 1987, 221; Singleton 1990b, 61).
This shift in the AMwWU’s approach, from a strategy of rank-and-file mobilisa-
tion to a centralised corporatist agreement, was pivotal.
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In the early 1970s, the AMWU achieved increased real wages through in-
dustrial action (Balnave and Patmore 2013, 25) and this contributed to an
increased wage share of national income (Bramble 2001, 8). The AMWU in-
dustrial approach, based around ‘hot shops’, saw campaigns mounted at the
best-organised sites with a ‘trickle down’ effect to the rest of the industry
(Bramble 2001, 11). The AMWU was not the only union involved in militant ac-
tion at this time, and total strike days hit a number of historical peaks in the
period from 1973 to 1981 (see Figure 8.1). In the early 1980s the union led a na-
tional push for 35-hour working week agreements in large parts of the met-
als industry (Kahn 1981), and achieved ‘a 38-hour week and a $39 per week
increase in wages’ (Balnave and Patmore 2013, 25). The reduced working week
agreements were struck in the midst of the resources boom of the Fraser years
(E. Jones 1997, 18).

This militant strategy was undermined from the mid-1970s onwards by
recessions—but most particularly by the recessions of the early 1980s—which,
up to that time, led to ‘the worst labour market conditions since the Depres-
sion’ (Beggs 2015, 260). The collapse of a short-lived, mining-led economic re-
covery in 1981 had a dramatic impact on the working class, shifting the AMwuU
and other cpA-aligned unions behind the Accord for a number of reasons:

1. Masssackings in manufacturing increasingly undermined the confidence
of the union leadership that it could fight at the rank-and-file level, so its
focus shifted to the central and national level.

2. There was a significant reassessment of strategy, given the failure of mili-
tancy to either beat Fraser decisively or resolve the crisis in the interests
of workers. As a result, the union leadership increasingly accepted the
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FIGURE 8.1 Number of strike days (ooos) in Australia, 1970—2000.
Source: ABS
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relevance of indexation as a way to address inflation, encourage growth
and increase employment.

3. Theleadership increasingly supported improving the efficiency of manu-
facturing and business competitiveness, in the belief that it would ensure
growth and protect or expand employment for members. Union leaders
ultimately posited that this would be delivered through the social con-
tract’s industry policy.

4.  The growing number of unemployed workers (both inside and outside
the ranks of the AMwU) drove concern about the inadequacies of welfare
state provisions in a high inflation environment. Thus, the social wage
had increasing importance for the union’s leadership in a period of high
unemployment (Bramble 2001, 8; Singleton 1990b, 83).

Australian manufacturing suffered the brunt of the economic collapse in the

early 1980s. The ‘recession of 1981 destroyed 80,000 jobs in metal manufactur-

ing [but] the upturn later that year and into 1982 restored only 35,000 of them’

(Halfpenny 1984a, 3). When the economy collapsed again in 1982, shedding

further positions—including 100,000 in the metals and engineering sector

alone—it forced the AMWU to significantly rethink its strategy (E. Jones 1997,

18-19). The union leadership believed it could not win back the lost jobs with-

outa coordinated plan across the industry, and that an expanded social wage—

including an increase to the level of unemployment benefits—was necessary
in the context of escalating job losses. This was the crucial background for the

AMWU’s decision to support a social contract. This context, moreover, resulted

in the social wage gaining an importance it had not enjoyed historically, given

the Australia welfare state had been traditionally constructed around the level
and conditions of the male wage and full employment. These economic fac-
tors occurred alongside a more contingent reason for the shift in the AmMmwu,
involving the impasse of the militant strategy under Fraser and the lack of an

alternative approach in that context (Humphrys 2014).

Sean Scalmer and Terry Irving (1999) argued that the cpA-aligned unions
were reshaped in more subtle and gradual ways through the 1960s and 1970s,
and that this helped to facilitate the more major shift in orientation from the
level of the workplace to that of the state through the Accord in the early
1980s. Scalmer and Irving outlined that the number of intellectuals working in
the labour movement during the 1960s, usually employed as union research-
ers, grew significantly. Whitlam’s election in 1972 drove attempts to remake
the unions in the image of an increasingly technocratic and ‘modernised’
Labor Party (ibid 1999, 65). The state, under the ALP’s auspices, began allo-
cating substantial resources to the union movement to engage in education
and to promote ‘good industrial relations’ (ibid 1999, 65). Under Whitlam
the ALP also proposed tripartite (government-business—union) bodies and
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promoted union structures that were engaged in long-term planning. How-
ever, although the AMwuU led the way in terms of the expansion of paid union
intellectuals, the cPA unions resisted the broader agenda to promote ‘good
industrial relations’ and argued it was problematic when counterposed to
union members’ self-activity. The CPA unions promoted, instead, ‘the expert
intellectual as part of an activist “modern union” (ibid 1999, 65). The cpa
vision involved several strategies: a) the formation of industry unions; b) a
rejection of arbitration alongside promotion of collective bargaining and in-
dustrial action; ¢) conscious action in response to changes in technology; d)
building of union education and research capacities; and e) increased role
for the rank and file and the promotion of shop committees (ibid 1999, 65).
The original purpose of intellectual projects within the unions was to support
rank-and-file activity, so that members could operate effectively in campaigns
within their industry.

The growth in size of the union bureaucracy in this period increasingly gave
the trade union leadership a base from which to organise union members, in
directions it preferred. This later assisted a reorientation from the workplace
to the state through the Accord. While union leaders are always in a position
of authority, in this period—despite the context of widespread militancy—
the union bureaucracy had increasing access to information and resources to
sharpen that influence. For example, a 1979 study of meetings in two major
unions covering building and metal workers showed that not only did most ini-
tiatives come from full-timers, but so did even a sizable proportion of opposing
remarks’ (Frenkel and Coolican 1983, 168). The expansion of full time staff and
union officials altered the way in which unions worked, including the role of
rank-and-file workers, in complex (and not always positive) ways.

In order to enter the Accord, the AMwU shifted from being a union with in-
tellectual resources focused on operating relatively independently of political
society and the state—strategically using those resources to encourage greater
activity of the rank and file and shop committees. The AMWU reconstituted
as an organisation that devoted its resources and intellectual capacities to an
alliance with a Labor Government—a decision that abnegated those demo-
cratic and mobilisational features (Scalmer and Irving 1999). Bramble (2000b,
179) described this change quite directly, stating the AMwU moved from ‘be-
ing a byword for industrial activism in the late 1960s and early 1970s’ to, by
the end of the Hawke-Keating era, being ‘a mainstream supporter of the ALP
establishment [with] its formerly extensive and militant shop steward net-
works [having] undergone severe corrosion’ The transformation of the AMwuU
was profound, both structurally and in terms of the political outlook of its
leadership.
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2.2 Planning as a Solution to Crisis?

As the economic crisis persisted throughout the 1970s, the left unions argued
state planning was needed to resolve Australia’s problems. It was not simply
that the industrially weaker unions were looking to the state to resolve the
impact of the crisis on their members, but that industrially militant unions
increasingly looked to various European countries for models of corporatist
alternative economic programs to be implemented by the state (W. Higgins
1980; Kuhn 1986). As mentioned in Chapter 5, various union and ALP members
visited Europe to examine planning models and in 1977 the AMwU brought
Stuart Holland, author of The Socialist Challenge (1975), to Australia (AMWSU
1978). The AMwU leadership had been persuaded by his work—as well as that
of intellectuals in the trade union movement, ALP and academia—that the
only defence against the ideas of the New Right was a centralised national
response in the form of an alternative economic strategy (Langmore 1982;
Stilwell 1982).

In the late 1970s and early 1980s, a number of AMWU publications attacked
the Fraser government’s handling of the crisis and elaborated an alternate eco-
nomic strategy (Beilharz 1994, 112). The union published The People’s Budget
(AMWSU 1977a), Australia Up-Rooted (AMWSU 1977b), Australia Ripped Off
(AMWSU 1979), and Australia on the Rack (AMwSU 1982). These documents
provided detailed facts on the state of the economy, emphasising the impact
of the crisis and government policy on working people. They highlighted how
business was making significant profits in the midst of the crisis, and criticised
increasing attacks on labour movement organising. In Australia Up-Rooted, the
AMWU leadership argued that planning at both the individual firm level and
centrally via the state was the only solution to protracted economic stagnation.
Similarly, at an AcTU Conference on the Manufacturing Industry in 1978, AcTU
Senior Vice-President Cliff Dolan argued in favour of increased state planning
involving the unions and criticised both the Fraser and Whitlam Governments
for their ad hoc approach to the crisis. He stated:

... we must include our Labor colleagues in the period 1972—75 in that sort
of ad hocery [because of the decision taken] in July 1973 to reduce tariffs
by 25 percent across the board. The AcTU Congress has established eco-
nomic policy, and part of that policy relates to real economic planning
over a period of time.

DOLAN and CARMICHAEL 1978

Over time, key militant unions came to accept the argument that the ‘old’ ap-
proach of industrial struggle contributed to social division and price inflation
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driven by wage pressures, and that there was a shared national interest in
managing the crisis cooperatively. The AMWU was, at the same time, shifting
from an approach of intervention at the workshop level (a strategy that sought
to increase industrial democracy and worker control) to one centred on in-
dustry development and tripartite planning at the national level (Scalmer and
Irving 1999, 71-74). In a draft paper entitled A Strateqy for the 1980s in the Metal
Industry (1982), published by metal worker members of the cpa, union activ-
ists welcomed the possibility of an Accord with an incoming ALP government
(Balnave and Patmore 2013, 26). At the 1982 AMwU National Conference, the
shift was clear in newly adopted policies stating that:

Industry plans formed through consultation between capital, labour and

the State at a national level, rather than independent union intervention

at a workplace level, [were] now the union’s primary focus. Rather than

workplace intervention being used as a lever to shape investment deci-

sions, it was now quarantined in a separate policy with a reduced focus.
SCALMER and IRVING 1999, 74

The ‘national interest’ became progressively more central to the outlook of
the labour movement. The focus on planning as a solution to crisis provided
fertile ground for those who argued for the Accord, positing it as an alterna-
tive economic regime to that embodied in New Right governments in the
US and UK. Centralised planning in the national interest was the rhetorical
gel that allowed the ALP and a diverse group of unions to develop the social
contract.

2.3 Consultation on, and Support for, the Accord

The Accord statement was negotiated at a senior level within the labour move-
ment and not through a wider process of open input from unions and their
members. Once the document was finalised, there was little consultation with
the labour movement prior to its adoption by the AcTu. Jenny Haines, a del-
egate from the nurses’ union in Nsw;, the single person to vote against the Ac-
cord at the 1982 ACTU Special Congress, advised that the only consultation of
which she was aware occurred within and between the right and left factions
of the Labor Party! (Haines 2014). Some senior union officials also expressed
frustration about the lack of consultation, with a member of the Western Aus-
tralian Trades and Labour Council stating that he was asked to adopt the docu-
ment prior to viewing a final draft (Thompson 1984, 8).

1 ALP factions are present not only in the Party, but also within trade unions, many of which
are formally affiliated to the ALP.
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However, despite the lack of consultation over the specific Accord terms,
social contracts were extensively canvassed in the ACTU and unions at a gen-
eral level from the late 1970s. The 1979 national ALP conference (at which ALP-
affiliated unions voted and shaped motions) floated an incomes policy as an
alternative anti-inflation policy to the Fraser approach (Ewer, Higgins, and
Stephens 1987, 87). By 1981, a national ACTU congress had voted to support an
incomes policy under a future Labor government (Bramble and Kuhn 2011, 102)
and other key provisions of the Accord were discussed at various times. Mass
meetings of the AMwU adopted ‘no further claims’ provisions limiting industri-
al activity in the 1981 metals industry agreement, even though such clauses had
been continually rejected at AMwWU conferences throughout the 1970s. By late
1982, over one million workers were covered by some form of ‘no extra claims’
provision (Strauss 2013, 52)—and this prepared the ground for the elements of
the Accord that suppressed industrial activity. Further, some workplaces debat-
ed the Accord after it was endorsed by the AcTu. There was majority support for
the Accord at meetings of Victorian railway shunters and Ford Broadmeadows
factory delegates in 1983—the latter ‘proclaimed “full support” for the govern-
ment’s project of economic recovery through shared responsibility’ (ibid 2013,
52).

The AMwuU played an important role in winning support for the Accord
within rank-and-file networks, both within and outside its ranks. In Victoria,
just prior to the 1983 federal election, it organised education sessions on the
Accord in local areas. These were pitched internally as well as at members of
other unions and their spouses (AMFSU 1983b). The union’s Victorian Special
Education Sub-Committee proposed a number of topics for study circles in-
cluding: the Fraser wages freeze; ‘the contending forces amongst employers
and the Fraser Government’; the role of protection and tariffs; what incomes
policy is and is not; and the experience and history of previous wage and
price freezes (AMFSU 1983b). The union also printed and distributed copies
of the Accord within the labour movement and, after the ALP was elected,
distributed speakers’ notes to assist with prosecuting arguments in support
of it (Halfpenny 1983). In this way, it was the union movement'’s ‘left leaders
[from the AMWU and Bw1U in particular] who, with the help of an ideological
framework supplied by the cpa, did most to win support for the Accord among
worker militants’ (Bramble and Kuhn 2011, 102).

Support for the Accord among unions was not universal, however, with vari-
ous state branches of left unions opposing it and small numbers of workers
publicly campaigning against it (Rizzo 1991; Strauss 2013). However, dissent
was among a minority of workers who were disconnected from each other,
and unable to alter the direction of the union movement away from support-
ing the social contract.
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2.4 Sticking with the Accord
As noted in the previous chapter, when the Accord was introduced and ma-
jor components were not implemented, concerns were predominantly ex-
pressed privately or in a limited way. The AMwWU expressed concerns that the
ALP was ‘playing down the agreed role of government intervention in market
forces’ and had reduced the role of the Economic Planning Advisory Council
(Epac)—'from one of direct participation in the economy to that of long-term
planning’—but these concerns were kept under a lid (Stewart 1985, 30). The
Victorian Branch of the AMWU internally criticised the Economic Summit for
parting ways with the letter of the Accord (AMFSU 1983c, 7) and, as early as
June 1983, the AMWU reported ‘lack of enthusiasm’ on the part of the new ALP
government for industry policy (AMFsU 1983d, 8). Token efforts at mobilising
the AMWU membership around Accord issues—such as the August 1983 wage
case when the AMWU organised 200 shop stewards and job delegates to at-
tend the court—were short-lived (AMFSU 1983e, 8). Similarly, although Norm
Gallagher, Federal Secretary of the BLF, ‘circulated a speech at the April 1983
Economic Summit which was critical of the Accord, [he] did not speak against
it at any public forum or at the Summit itself’ (Bramble 20004, 248).

The aAMwuU did make threats to break with the Accord or to take action
against capital to ensure workers did not bear the brunt of austerity, if the
agreement was not implemented. Halfpenny stated that there was a:

... conflict between the insistence that the price workers get [i.e. wages]
is to be restrained by a variety of enforcement mechanisms including the
Arbitration Commission, yet there is no similar mechanism to ensure
that the corporate sector exercise restraint. [However] the existence of
this conflict or contradiction need not be damaging to the Accord pro-
viding the Trade Union Movement is prepared and able to force restraint
onto the corporate sector.

HALFPENNY 1984b, 6—7

But a mobilisation to impose the labour movement'’s interests—or simply the
agreed terms of the Accord—on capital or on the state, never eventuated. This
was not simply a result of the context of the economic crisis, but because there
was an impasse of left strategy in terms of defining an alternative project to
the social contract—which was increasingly apparent as the full Accord failed
to be delivered. Thus, despite union protestations about the implementation
of the Accord, and in particular industry policy, Jones (1997, 22) has pointed
out that the ALP ‘never had any intention of taking seriously the underly-
ing spirit of the industry policy section of the Accord. Many of the Accord’s
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components, such as industry policy and full wage indexation, were viewed
simply as a mechanism for drawing the unions inside the Accord process and
keeping them there.

In the first few years of the agreement, the trade union leadership was in-
creasingly being drawn inside the corporatist project and tied to the state. The
shift to the agency of the state was accompanied by a strengthening of the
leadership of trade unions, at the expense of the rank and file. There was a
social interest for the trade union leadership in maintaining the Accord, even
after it was clear that economic policy was moving against working-class inter-
ests overall. This interest of the trade union leadership emerged in response
to the weakening of the ground-level civil society organisation based on an
active rank and file, and, thus, of the union bureaucracy’s social weight. That is,
the more that union leaders’ entry into high-level and state-centric processes
led to the hollowing out of union organisation, the more their own influence
rested not on the social power of organised labour but on their ability to ma-
noeuvre within the state and political sphere.

In addition to the widespread collapse of industrial struggle, one example
of the decline of rank-and-file weight in the unions was the 1988 AMwuU deci-
sion to shut down its local branches (against the wishes of some of those as-
sociations). Two entries in AMWU minutes books, for the Campbelltown and
Coburg local branches, highlight the depth of transformation of the AMwU in
the Accord era. It was not the Accord alone that resulted in these shifts, which
occurred alongside global shifts in manufacturing and significant technical
change, but the transformation of industrial strategy—from the rank and file
to one centred on the level of the state—was significant.

On 14 September 1988, the Campbelltown Branch President, Brother B
Campbell, ‘welcomed members to the final meeting of the branch’ given a re-
cent National Conference decision to close local branches. He ‘indicated it was
with deep regret’ that he undertook the responsibility to declare open the final
meeting. The final lines of the archived minutes book simply read ‘there being
no further business, [the] branch President reluctantly adjourned the meet-
ing. 8.30 pm’. The previous month the Coburg Branch, on 9 August 1988 noted,
in more critical terms, their ‘condemnation of the abrupt closure of the union
residential branches without proper notice’ or another structure to replace the
branch system. The minutes stated that the branch officers would not be attend-
ing a forthcoming social function, as a ‘protest at the arbitrary action in closing
branches which have a long history in the effective operation of the union’. This
action was taken ‘at the highhanded treatment meted out to loyal union mem-
bers’ and they suggested this was ‘unworthy of our union’. Despite the anger of
the Coburg Brach at the decision, their history ends simply in the statement:
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Last and final meeting of the AMwU Coburg Branch 321 closed at 9.35pm.
Good luck and best wishes to all the loyal members who have attended
the branch meetings over the years it has been in existence.

The importance of these entries is not simply that they illustrate anger and dis-
appointment with the national leadership, but that they demonstrate the pro-
found lack of power of these branch members to influence decision-making in
a rapidly changing union. Although the branch system had played a key role
in union democracy and grassroots education and organising in the past, this
function had come to an end. There is a palpable sadness in this fond farewell
to members, from the last local leaderships of what were once important or-
gans of the AMwu.

The decision to close the branches was taken because the AMwU leader-
ship believed they were no longer able to fulfill their original purpose, to bring
AMWU members together in a locality to discuss union matters and broader
political questions. This occurred because of a range of factors including
loss of jobs in the metals sector, and the changing nature of the industry and
workplace. Crucially, however, the Accord brought about a shift in the locus
of labour organisation from one level to another, with profound implications.
Clearly, despite the anger at this move in this branch and others, rank and file
members felt unable to push back against the AMwuU leadership’s decision.
The hollowing out of the unions was even more clearly evident once enterprise
bargaining became entrenched and the ALP lost the 1996 election, as rank-and-
file activity could not be reignited (discussed below). The loss of a role in cen-
tralised arbitration and government exposed the union leaders’ loss of social
base.

Stewart (1985, 30) argued that the acTu leadership stayed within the
Accord in the early years because the social contract enhanced the young
federation’s ‘prestige among affiliated unions and help[ed] the acTuU le-
gitimate its role to its base. This consolidated its role as the centre of the
labour movement, after it integrated other union federations in 1981. Stewart
argued that the Accord might have been broken if a powerful affiliate had
retracted its support, and that (in spite of the central role of the AMwU in
backing the social contract) its concerns over the direction of economic
policy might spill over into open revolt in the mid-1980s. In retrospect, Stew-
art underestimated both the level of union leader integration into the Ac-
cord process and the lack of any alternative strategy within the left unions.
In fact, the cpa-led unions looked to deepen the Accord through industry
policy in the Australia Reconstructed report (ACTU/TDC 1987), rather than
change strategy.
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2.5 Industry Policy and Australia Reconstructed

The Australian unions best placed to mobilise large numbers of workers were
also deeply nationalist, despite being the most politically radical. ‘National-
ism provided an important cement for class collaboration, as unions formed
alliances with employer groups’ and otherwise saw their interests increasing-
ly aligned with capital through the 1970s and 1980s (O’Lincoln 1993, 9). The
AMWU and other left union officials:

... called for industry plans, reflecting their desire to bolster domestic in-
dustry against multinational competition. ... [But over time] hostility to
foreign capital, which at least carried some echo of class struggle, was
subsumed in the broader notion of national competitiveness which car-
ried none.

KUHN 2005, 6-7

Over the course of the Accord, the unions sought direct engagement with capi-
tal to support its profitability and restructuring. So sharply had sections of the
labour movement shifted that the Australia Reconstructed report called not
simply for efforts to ensure the profitability of local capital, but ‘a program ...
which encourage[d] productive foreign investment’ to ensure Australia’s com-
petitiveness (quoted in Kuhn 2005, 7).

The original Accord agreed to implement a comprehensive industry devel-
opment policy with the objective being the ‘attainment of full employment’
through ‘interventionist’ planning (ALP & ACTU 1986). Industry planning was
a key inclusion to gain the support of the cpA unions and fitted with their
broader direction of developing a ‘European’ model in Australia. In their view,
tripartite bodies and industry plans were to be developed and, alongside tariff
protection and the use of superannuation funds for national investment, this
was to reinvigorate manufacturing and address unemployment.

In the period of the first agreement the government established bodies in-
cluded the EPAC, the Australian Manufacturing Council (AMc) and the Trade
Development Council (Tb¢)—with such organisations implementing plans in
areas including shipping, steel and motor vehicles. However, the plans ‘were
short-lived and undermined the government’s desire for a general reduction in
tariffs’ (Balnave and Patmore 2013, 29). Industry policy was not implemented
in the manner the unions believed the Accord mandated, was ultimately used
to achieve ends contrary to those intended by the trade unions that champi-
oned it, and often took place with union consent or derisory resistance. As
mentioned earlier, clauses related to maintaining tariff protections were ig-
nored, while policy and funding directed at technological adjustment were
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used to ensure that industries were restructured in the interests of capital in
an increasingly less protected environment (Kuhn 2005; Southall 2006; Beeson
1997). Industry planning bodies such as the EPAC and the AMC were in many
ways superfluous to government policy development, with economic priorities
being set by Treasury and in line with the neoliberal direction of the govern-
ment (Beeson 1997, 64).

Two of the most successful industry plans rationalised the foreign-owned
car and steel industries, shedding tens of thousands of jobs (Kuhn 2005, 7). For
example, in the case of the steel plan in Wollongong—a focal point for union
militancy in response to the serious effects of unemployment in the midst of
the crisis—the government and ‘the ACTU accepted BHP’s long-term strategy
and supported the provision of hundreds of millions of taxpayers’ dollars to
the company to invest in job-displacing technology’ (Southall 2006, 9). The in-
dustry plan for steel was intended to restructure the industry in accordance
with the wishes of the major employer BHP (Schultz 1985). Thus, when ‘Hawke
spoke of saving the steel industry, it was the salvation of the balance sheet he
was talking about—a balance sheet that made no provision ... for the social
impact of the restructuring’ (Schultz 1985, 252). Although local unions fought
the plan, they were ultimately brought into line by the national union leader-
ship and the threat of mass sackings in a town already ravaged by unemploy-
ment (Southall 2006; Schultz 1985). Industry policy was, in practice, a process
that placed the unions inside the state’s efforts to restructure the economy in
the interests of capital.

The left unions often complained that the industry planning elements were
not being implemented as per the original Accord statement, or at least not
quickly or comprehensively enough. They actively sought to reinvigorate and
redeploy the planning elements of the Accord, through the joint AcTu and
TDC fact-finding mission to Europe in 1986. The mission arose because it was
believed that although the Accord had been adopted and:

... set new policy directions, it provided few details to aid policy imple-
mentation [and] the economic crisis of late 1985 and 1986 precipitated
renewed concern for policy formulation.

DAVIS 1988, 151

In the wake of the visit to Europe, the mission released the Australia Recon-
structed (ACTU/TDC 1987) report. The document set out recommendations
on macroeconomic, incomes and industry policy, as well as a framework of
strategic unionism. The AMWU was central to this process and Ted Wilshire,
its former national research officer, was Executive Director of the TDC in this
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period. The mission and report sought to move government policy away from
the neoliberal direction of the ALP—i.e. to shift from financial ‘deregulation’
and towards industry policy—and promoted the curbing of prices and execu-
tive salaries (not only wages). It sought the use of superannuation funds to
promote ‘productive’ investment and promoted greater vocational training
and industrial democracy (Scott 2006, 3). In many ways, the report echoed the
original Accord and highlighted the key components that had not been imple-
mented. The document, and the labour movement more generally, failed to
map out a strategy that could see either the Accord or the new recommenda-
tions delivered.

The ALP government effectively ignored the recommendations of Australia
Reconstructed pertaining to industry policy, with few recommendations imple-
mented. John Button, Minister for Industry, Technology and Commerce in the
Accord era, highlighted the extent of this in a later interview when he stated:
‘T don’t think Australia Reconstructed got much attention in the Parliamentary
Labor Party except from people like myself from whom it had to get some at-
tention’ (Bryan 1987, 8).

By ‘strategic unionism, the report meant that unions should assume:

... greater responsibility for economic conditions in the nation. ‘Respon-
sibility’ was thought to have two sides: the burden of responsibility, in
terms of reducing wage demands as a contribution to a national growth
strategy; and the power of responsibility, in terms of increasing union
influence on government economic policy.

RAFFERTY 1997, 100

In terms of wages policy, this meant tying increases to ‘productivity growth
and workplace change (which became known as enterprise bargaining),
rather than simply to cost of living rises’ (Rafferty 1997, 101). The report
argued that ‘the creation of wealth is a pre-requisite of its distribution and
... the appreciation of the importance of wealth creation [needs to be de-
veloped] at the workplace’ (AcTU/TDC 1987, 169). The report argued that
through ‘strategic unionism, trade unions recognise that wealth creation is
as important as its distribution’ (ibid 1987, 172). The strategic unionism ob-
jectives of the report were to be achieved via the ‘rationalisation’ of union
structures, through amalgamations and ‘the centralisation of policy control
by the acTU’ The subsequent AcTU (1987b) Future Strategies document, to-
gether with government legislation and funding, operationalised the strategic
unionism and amalgamation recommendations of Australia Reconstructed

(Rafferty 1997, 99).
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In the absence of recommendations around industry policy being adopted,
the strategic unionism objectives—and in particular the reorganisation of the
trade union movement through union amalgamations—became the key out-
come of the mission to Europe. The ACTU believed amalgamation was the way
to arrest the decline in union membership. In the first half of the 1990s, the
number of unions operating in Australia more than halved, decreasing from
275 in 1991 to 132 by 1996, with more amalgamations occurring in those years
than in the previous fifty (Buchanan 2003, 54—56). As Table 8.1 illustrates, the
Accord led to a dramatic increase in the number of union mergers. However,
despite the magnitude of this effort, the decline of union density was not halt-
ed (ibid 2003, 55—-58)—as is illustrated in Table 8.2.

One consequence of the amalgamations was the increased centralisation
of policy and decision-making in the ACTU and the state-based union federa-
tions, further relegating the rank and file of the Australian labour movement.
The Australia Reconstructed document and its impact on the direction of the
ACTU resulted in the:

... competitiveness of individual companies increasingly [being] seen as
the way to create employment and secure national economic growth—
an agenda at odds with the industry planning program of Australia Re-
constructed. ... In the 1990s competitiveness agenda, it became market
forces with union complicity which is the key to profitable industry.

RAFFERTY 1997, 103

TABLE 8.1 Mergers of Australian Unions per Decade, 1905-1996

Number of mergers

1905-1910 4
1911-1920 28
1921-1930 18
1931-1940 3
1941-1950 14
1951-1960

1961-1970

1971-1980 9
1981-1990 20
1991-1996 64

Source: Buchanan 2003
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TABLE 8.2 Changing Australian Union Density (%), 1905-2015

Union density

1911 28
1921 47
1931 50
1941 47
1951 60
1961 56
1971 51
1982 50
1990 41
2000 25
2013 17
2015 13.8

Source: Derived from ABS 2013 Cat. No. 6310; Jericho 2015; Buchanan 2003

Ultimately, Australia Reconstructed did not effect a break with neoliberalism,
but further enwrapped the trade union leadership in the priorities of the state
(and therefore capital) in the vanguard neoliberal era.

The Australia Reconstructed document was lauded by some as ‘the most
comprehensive policy manifesto ever published by the mainstream left in
Australia’ (Scott 2006, 2). Dissenters judged the report to have ‘had a brief ap-
pearance in the public limelight [but that it was] soon relegated to obscurity in
the arena of respectable opinion’ (E. Jones 1997, 17). Regardless, the impact of
Australia Reconstructed was chiefly on ‘the internal affairs of the trade union
movement’ (Stilwell 1997, 43) and on the deepening of the connection be-
tween corporatism and neoliberalism in Australia through industry policy. It is
not just that the unions were unlikely to succeed in reconstructing industry in
Australia ‘in circumstances where the leadership of the political and industrial
wings of the Australian labour movement were simultaneously conspiring to
introduce a panoply of market-oriented reforms’ (Beeson 1997, 68), but that by
collaborating to maximise the profitability of capital and the productivity of
labour this outcome was always the likely one.

The union bureaucracy underwent a ‘molecular’ transformation during
the Accord period, where small quantitative changes to its approach and out-
look resulted in a more qualitative change over time. This shift resulted in the
AMWU leadership being qualitatively different at the start of the Accord from
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its middle and later period, despite being populated by predominantly the
same people. Gramsci developed his theory:

.. of molecular transformations, in the first instance, on the political
terrain, particularly in relation to absorption of elements of one group
by another in the trasformismo he saw in the passive revolution of post-
Risorgimento Italy.

THOMAS 2009b, 398

However, he also used the term in other contexts to ‘describe processes of slow
but steady transformation that eventually issue in a dialectical conversion of
quantitative into qualitative change’ (ibid 2009b, 398)—including in relation
to himself while subject to the social circumstances of prison (Gramsci 1975,
137). Gramsci’s theory is a useful way in which to understand the transforma-
tion of elements of the trade union leadership in the Accord period, dem-
onstrating how—when representatives of subaltern classes become directly
incorporated into processes in and around the state—they shift their activities
and outlook. At first, modifications can appear barely visible, but over time
quantitative becomes qualitative change.

This dramatic shift can perhaps be seen most clearly in the evolution of
Laurie Carmichael—Victorian State Secretary, Assistant National Secretary
and Research Officer AMwU, and later Assistant Secretary of the AcTU—who
was once described as the ‘left linchpin in the ALP/AcTU alliance’ (Aarons and
Murphy 1989). Carmichael argued in the mid-1970s that he would have noth-
ing to do with workers’ participation in the running of corporations, because
it allowed ordinary workers to rise to higher management only if ‘they com-
mit themselves body and soul to profit’ (Dare 1974). He would later state, in a
publication of a petrochemical company, that ‘in the workplace of the future,
everyone is a manager’ (Kemcor 1993). The contrast between the two positions
could not be starker. The cPA union officials entered the Accord on the un-
derstanding that it would be used to pursue the interests of the working class
and, as late as the 1985 ACTU Congress, Carmichael was arguing that the social
contract was ‘a transitional program for socialism’ (Ross, O’Lincoln, and Wil-
lett 1986, 13). Carmichael’s change of heart about worker participation in man-
agement can be explained as the product of being drawn into a state-centred
political project, whereby the participation of workers in business direction
became subsumed under a progressive political umbrella. It is not that Carmi-
chael changed his mind about the social priorities of business. Rather, it was
because the state and the unions were at the centre of a political project organ-
ising industry, and, therefore, Carmichael came to see business imperatives as
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subordinate to the wider project of the ‘national interest’ being implemented
through the Accord and state (and, thus, no longer simply driven by private
capitalist gain).

While it is clear that the Accord was not pursuing a socialist project and
that the ALP government was taking an increasingly neoliberal approach to
economic policy, a political line like Carmichael’s is based on the belief that
a ‘true Accord’ can be implemented if there is the political will. As discussed
in Chapters 2 and 3, this position understands the role of the state within cor-
poratism as essentially neutral, when its interests are actually in resolving the
crisis of capital accumulation, in the interests of capital, and this is given ef-
ficacy through a social contract. The processes of the Accord and Australia
Reconstructed produced greater and greater assimilation of the trade union
movement into state-led economic restructuring. This was concurrent with
the widespread containment of industrial militancy through the Accord and
the policing of union dissent—including by the AcTu and its leading affiliates.

3 Managing Dissent and Disorganising Labour

The implementation of neoliberalism has typically entailed the defeat of key
sections of the labour movement. In the US, this included the 1981 pATCO
union dispute, and in the UK the defeat of the 12-month long miners’ strike.
In Australia, the disorganisation of labour involved both voluntary industrial
restraint, and the active policing of workers’ industrial action by capital, the
state and the organised labour movement itself. Both elements contributed to
the process of curbing the militancy of the 1970s and early 1980s.

This section looks at three ways in which industrial activity was suppressed
and the labour movement disorganised: (i) through New Right efforts to curb
industrial power by targeting strike action; (ii) in the policing of renegade
unions by the union movement and/or the holding back of solidarity for unions
taking action; and (iii) through the active suppression of industrial struggle by
the ALP government. To demonstrate these methods, this section analyses the
examples of the 1985 Mudginberri meatworks and Dollar Sweets disputes; the
1986 Robe River dispute; the 1986 deregistration of the BLF; and the defeat of
the 1989 pilots’ strike.

3.1 Civil Legal Action against Labour Disputes

As discussed in Chapter 3, in Australia the arbitration system has historically
been charged with overseeing industrial matters and workplace disputes. This
fact, however, has not stopped companies and unions from seeking remedies
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through other legislation. In 1977, Fraser introduced changes to section 45D
of the Trade Practices Act, based on anti-union legal precedents from the
US. These changes prevented ‘secondary boycotts, and effectively stopped
unionists from taking solidarity action with striking workers—including the
act of refusing to cross a picket line or being on a picket line at a company
where one did not work (Ericsen 2004). Using this and other trade practices-
related legislation, elements of the New Right mobilised in the early years
of the Accord to take civil action against various unions. While companies
impacted by industrial action officially took the legal remedies, employer or-
ganisations underwrote the legal costs and helped coordinate these efforts. In
doing this, business ‘organisations such as the National Farmers Federation
(NFF) and the Melbourne Chamber of Commerce were not merely protecting
the interests of their own members, [but] actively trying to reshape the Aus-
tralian political landscape’ (Cahill 2010b, 14). The Accord created openings for
these offensives, ‘because the officials were determined to avoid a generalised
union response [to the New Right attacks] which would in turn undermine the
enforced passivity’ of the social contract (Griffiths 1989).

The Amalgamated Meat Industry Employees’ Union (AMIEU) commenced
industrial action at the Mudginberri Abattoir near Darwin in the Northern Ter-
ritory (NT) in May 1985, imposing a picket to stop the use of contract labour
and the requirement that those employees work at a greater pace. The owners
of the abattoir took action under the Trade Practices Act, with the support of
the NFF, as part of a strategy of militant managerialism by the New Right (Ca-
hill 2010b, 10; Brian 1999). The union was found guilty of breaching legal injunc-
tions and, after a $100,000 fine was imposed, it lifted the picket. By the end of
the dispute, the total fines and damages ordered against the union were in the
range of $2.7 million (Ericsen 2004).

Mudginberri involved the ‘first successful use of legal sanctions against a
union since the [jailing] of Victorian tramways official Clarrie O’Shea in 1969,
when an Australia-wide general strike movement defeated the ‘penal powers’
under which he was fined and jailed (Brian 1999, 109). After the O’Shea strikes,
‘the practice of fining unions for breaches of awards or court orders went into
abeyance’ (Kitay 2001, 194). Unlike the O’Shea strikes, and in the context of
the Accord, Mudginberri resulted in no call from within the trade unions to
mount a generalised campaign to defeat the legislation. During the dispute,
the AcTU Congress passed a motion calling for support for the workers and a
number of unions made donations to the dispute (Bramble 2008, 141). NT wa-
terfront and maritime unions took part in a 24-hour stoppage (Ericsen 2004)
and the Transport Workers Union placed bans on exporting meat (Hodgson
1985). However, despite these isolated acts of solidarity, the labour movement
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and trade union leadership ‘failed to get squarely behind the AMIEU'—even
though the meatworkers were acting in line with ACTU policy in defying the
court orders (Ericsen 2004). The AMIEU stopped short of pulling out ‘meat-
workers from other sites to put pressure on the company’s backers, the Terri-
tory Government and the NFF’ (Bramble 2008, 141). The support for the dispute
that existed was limited and deliberately held back by both the AcTu and the
AMIEU.

The legal action at Mudginberri was ‘a test case for [the New Right’s] strat-
egy of using the courts to break unions’ (ibid 2008, 141). Further uses of trade
practices legislation included the Dollar Sweets confectionery company dis-
pute in Victoria (see below); the 1985 South-East Queensland Electricity Board
(SEQEB) dispute over the privatisation of work previously done by government
employees; and the 1986-1987 Sydney Plumbers & Gasfitters Employees Union
dispute during a campaign for a $70-a-week wage increase and a nine-day fort-
night (Casey 1987).

The Dollar Sweets dispute involved 27 staff represented by the Federated
Confectioners’ Association (FCA), which was campaigning for a 36-hour week.
This was considered outside the terms of the Accord, despite the Fca being
one of the unions that refused to sign the social contract. The firm successfully
took civil action against a 143-day picket that demanded a reduced working
week and the reinstatement of sacked workers. The court ordered an end to
the picket and, two years later, ordered that the union pay $175,000 in com-
pensation (O’'Malley 2006). The New Right again spearheaded the action. Key
actors included Peter Costello, later Treasurer in the Howard government;
Michael Kroger, current President of the Victorian Liberal Party; and Andrew
Hay. Costello and Kroger represented the company in court. At the time of the
dispute, Hay was Deputy President of the Australian Chamber of Commerce
and President of the Victorian State Chamber of Commerce and Industry and
has been described as the leader of the New Right in that period (Hendy 2006).

The acTu disciplined the Fca by publicly condemning its actions as ‘out-
side the Accord’ and withheld all practical support for the union (Ericsen
2004). During the dispute, there was significant concern within unions about
the use of trade practices legislation and many urged the ACTU to take a stron-
ger stance (Galleghan 1985; Hodgson 198s5; Barr 1985; McKechnie 1985). How-
ever, publicly the AcTU played down the situation, calling it an ‘aberration’ and
‘atypical’ (Unknown 1986). The Dollar Sweets dispute and the decision by the
ACTU to isolate the workers were used as examples to other unions consider-
ing defying the Accord. And, ultimately, the view of the New Right was that the
dispute ‘rewrote the manual on what are the acceptable limits of industrial
action by unions’ (Costello 1988).
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The 1986 Robe River dispute, at a remote Western Australian mine in the
Pilbara Region, saw the ACTU undermine industrial action taken by the Austra-
lian Workers Union (AwU) over the sacking of workers who refused changes to
over 200 work practices (Bramble 2008, 144). While the dispute gathered more
support in the labour movement than Mudginberri or Dollar Sweets, the Awu
held back the rest of the company’s workforce from striking (ibid 2008, 144).
The ACTU and the company eventually struck a deal to resolve the dispute,
but some considered the dispute fundamentally a loss given that 400 workers
were made redundant and working conditions were driven down (Ross 2014).
The importance of highlighting this particular industrial action is that (unlike
Mudginberri and Dollar Sweets):

... the company at Robe River did not find it necessary to bring its legal
action to an ultimate conclusion in the courts [as] ... the mere threat of
legal action by the company was sufficient to force the unions to back
down and suffer a serious defeat on their own terms.

SMITH and THOMPSON 1987, 297

Socialist critics of the Accord argued that the conditions bargain that result-
ed from the dispute shaped the Accord process more generally, influencing
the ‘trade-off of work conditions for cpI rises under the [then] new “two tier”
wages system’ (Ross 1987, 13).

At the same time as these actions were proceeding the Hawke Government
was considering how to deal with trade practices legislation. A 1984 attempt to
repeal sections of the Trade Practices Act failed. In 1986, the Federal Cabinet
decided the scope of sanctions in the industrial relations system would need
to be altered, given that a ‘system based only on non-monetary penalties would
be inadequate, particularly if employers were to be discouraged from seeking
alternative statutory or common law remedies’ (Murphy 2013). In 1987, legisla-
tion that gave effect to the government’s amendments lapsed, but by then the
use of trade practices law and the Accord more generally had been effective in
corralling industrial disputes. Although the ALP government was concerned
with the use of the legislation, the solution it entertained involved expand-
ing punitive powers inside the industrial relations system. The ALP proposed a
Labour Court that was to have:

... the power, if conciliation had failed, to deal with trade union contra-
ventions of sections 45D and 45E of the Trade Practices Act, while pro-
hibiting ‘access to injunctions under common law to combat industrial
action.

ibid 2013
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The 1993 changes to legislation around the ‘right to strike’ removed civil liability
for strikes, but only if they occurred in the official enterprise bargaining period
and if other requirements (like advance notice) were met. Ericsen (2004)
argued that the ‘practical thrust of this provision was not to protect unions, but
to encourage civil suits against them’ and that the provision would not have as-
sisted unions involved in the disputes detailed above.

How the ACTU and leading unions dealt with these early disputes outside
the social contract framework shaped union responses for the remainder
of the Accord era. The defeats, as well as the failure of the AcTu and lead-
ing unions to support the workers involved in the disputes, sent a message to
other organisations that any action outside the wages agreement would not be
tolerated.

3.2 Deregistration of the Builders Labourers’ Federation

In the early 1980s, the ALP and AcTU aligned in efforts to deregister one of
the most radical and militant unions in the country—the BLF. The union
was predominantly Marxist-Leninist aligned and well known for initiating
the ‘Green Bans’ actions in New South Wales, where environmental, social
and heritage bans were placed on numerous developments in the 1970s—
especially in working class areas (Burgmann and Burgmann 2o011). As part
of an investigation into union corruption begun in the Fraser era, the union
was deregistered federally and in some states in 1986. Many argue that the al-
legations of union corruption were used as a catalyst for the deregistration,
but that the action was also taken for reasons related to the stability of the
Accord process (Bramble 2008; Ross 2004; Ericsen 2004; Kaptein 1993). This
view is not universal on the left, however, with scholarly accounts such as Mc-
Queen’s (2009) having argued that deregistration was the result of the conduct
of Gallagher (Federal and Victorian State Secretary of the BLF and the person
at the centre of the allegations) and his deteriorating relationship with the
ALP and ACTU. Nevertheless, McQueen argued that ultimately deregistration
resolved the likelihood that the BLF would mount an industrial campaign out-
side the Accord framework at some point (H. McQueen 2015, pers. comm., 29
September).

The BLF had an ambiguous relationship with the Accord. While initially op-
posed to the agreement, the union did not vote against it at the Special AcTU
Conference where it was adopted. Further, as mentioned above, Gallagher dis-
tributed a speech against the Accord at the National Economic Summit, but he
did not speak at the forum (Bramble 2000a). Importantly, the union appeared
to have little intention of abiding by the agreement and, in 1983, campaigned
for a wage claim outside its terms (Bramble 2008, 135). As Liz Ross (2004)
notes:
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... on the day of Hawke’s National Summit in Canberra, building unions
nationwide were striking for the shorter week [and] two days later del-
egates from seven Nsw unions endorsed the national campaign of strikes
and bans for a pay rise and 36-hour week [threatening the Summit’s]
‘spirit of consensus.

Bob Carr, then a journalist and later Nsw ALP Premier, wrote ‘that the action
presented the ALP and ACTU “with a challenge they must crush”—given any
victory for the BLF might mean the AcTU found ‘it impossible to stop flow-ons,
first to oil workers, then the metalworkers, ensuring it would spread around
the country’ (cited in Ross 2004). Carr expressed concern that if the BLF were
successful, it would undermine ‘the ACTU’s ability to police the union move-
ment’ (ibid 2004).

While some unions, including those aligned to the ALP Socialist Left faction
in Victoria, opposed the deregistration (AMWU 1985), there was no significant
union movement action to stop the process. Key deregistration backer, Tom
McDonald, an official with the cpa-aligned Bw1u (the union that would ben-
efit from recruiting a deregistered BLF’s members) argued:

... the building industry was sliding into anarchy [under Gallagher’s influ-
ence] undermining support for unionism ... and threatening the jobs of
building workers by undermining investor confidence.

cited in ROSS 2004

The ALP reneged on its promise to dismantle the Royal Commission into the
BLF that Fraser had set up and, ultimately, the union was deregistered. This
expelled the BLF from the arbitration system, cancelling the relevant awards
for its members and forcing them to seek coverage from other unions (Kaptein
1993, 101-102). Although the BLF continued to organise and fight, it ‘could not
survive the haemorrhaging of its ranks’ (Ericsen 2004). The small and isolated
BLF officially ceased to exist as an entity in 1994, when it amalgamated with
the Construction, Forestry, Mining and Energy Union (CFMEU).

The AcTU National Executive stated that it opposed legislation such as that
which deregistered the BLF, but that:

... the BLF, not the Trade Union Movement, must be held accountable for
that legislation [and that] where the BLF has ... adopted codes of normal
industrial behaviour it has not lost the support of unions and as such is
not threatened by the impact of deregistration.

ACTU 1986, 1-2
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The allegations of corruption and concerns about Gallagher were substantive
issues in the deregistration, but also provided cover for the ACTU to deal with
a potential Accord dissident that had a history of militant struggle within its
ranks (Bramble 2008, 136).

3.3 Pilots’ Dispute

The 1989—1990 pilots’ dispute was a key industrial struggle suppressed by the
ALP and ACTU, both of which actively disciplined the Australian Federation
of Air Pilots (AFAP), in order to maintain union compliance with the Accord.
The action took place in the context of enormous changes in the airline in-
dustry, which experienced significant growth throughout the 1980s, and the
announcement in 1987 that the government intended to re-regulate the sec-
tor along neoliberal lines (Sheehan and Jennings 2010, 145-146). The changes
included the privatisation of Trans Australia Airlines (later called Australian
Airlines) and Qantas.

After six years of real wage suppression, coupled with increasing and record
profits in the airline industry in the latter part of the 1980s, the AFAP lodged
a 29.47 percent pay claim in May 1989 on behalf of pilots at the government-
owned Australian Airlines—simultaneously serving the claim on the privately-
owned Ansett, East-West Airlines and 1PEC Aviation (Norington 1990, 24). In
August, the union announced it would put its first bans in place, with pilots
directed to fly only between the hours of gam and 5pm. The government and
ACTU were incensed by the union action and Hawke stated that:

... the pilots had no right to demand a 30 percent wage increase outside
the arbitration system while the rest of the workforce, within it, accepted
lower wage increases in the national interest{—and that] giving in to the
pilots would spur other militant unions to a wages blow-out that would
destroy the economy

cited in SINGLETON 1990b, 188

A key focus of the manoeuvring against the union was to paint them as a
wealthy and greedy section of the white-collar workforce, in order to bring left-
wing blue-collar unions in behind the attacks on the AFAP.

In August 1989, a hastily convened full bench of the IRc made a unani-
mous decision to cancel all pilots’ awards unless the nine-to-five campaign
was called off—a decision supported by the ALP and AcTu. The awards were
ultimately annulled and the union deregistered, leading to work bans and
further industrial action. The airlines began sacking workers and in an at-
tempt to manoeuvre around trade practices law, and avoid legal action like in



192 CHAPTER 8

the Mudginberri and Dollar Sweets disputes, 1,647 unionised pilots resigned
en masse. The dispute had a significant impact on airline travel and tourism
and the ALP took the decision to use defence force personnel and overseas
pilots as strikebreakers, to cover limited domestic airline services. This was
only the second time that the Australian military had been used against strik-
ing workers; the first being in 1949 when ALP Prime Minister Chifley used
armed troops against striking coalminers. The union was roundly defeated,
with only a small number of pilots re-employed on individual contracts (as
opposed to the old award). The airlines sued the union under civil legisla-
tion, with the AFAP ordered to pay $6.3 million in damages (Bramble 2008,
156-157).

The ALP and ACTU believed that if the AFAP were permitted to break out
of the Accord framework, other disgruntled unions would follow and under-
mine the agreement. This conviction galvanised the government’s hard line
against the pilots (Fellows and Riordan 2000, 33). The AcTU abandoned the
union with then AcTU President Simon Crean (later an ALP government min-
ister) stating:

... that the ACTU was ‘opposed to legal penalties and damages pursued
against unions and workers who withdraw their labour’, but having cho-
sen ‘to go outside the system with its obligations and discipline), the pilots
could not expect to enjoy the benefits and protection of that system and
of the AcTu.

cited in SINGLETON 1990b, 189

There was little resistance to the ALP and ACTU agenda from the left unions. In
the end, delegates voted unanimously at the 1989 AcTU Congress for a motion
that backed the ACTU’s position. Even when the government stepped up its
tactics and used the military to break the strike, leading to increased criticism
from the labour movement (Sheehan and Jennings 2010, 174), the ACTU shifted
its position only slightly. The ACTU criticised the use of the Royal Australian
Air Force but effectively argued there was fault on all sides, rather than swing-
ing its support behind the pilots’ union. More broadly, in:

... attacking traditions of union struggle and solidarity, the ACTU under-
mined the fundamental principles on which trade unions could prosper
and laid the basis of the membership crisis that was to follow in the 1990s
and 2000s.

BRAMBLE 2008, 157
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As a delegate in the Victorian Communication Workers Union said, ‘the New
Right was now glowing with expectation at precedents set and could not be-
lieve its luck—all without a whimper from the AcTU’ (Singleton 1990b, 189).

The dispute was not without ironies and double standards. The events had
exposed increasing frustration in the labour movement with the real wage
suppression of the social contract. The ACTU began campaigning in 1990 for
enterprise bargaining and direct negotiations with employers, to relieve this
pressure within the Accord (discussed below). At the same time as the pilots’
dispute was taking place, ‘Qantas international pilots ... managed to secure
a wage increase of approximately 20 percent, well in excess of the allowable
parameters (under the two-tier system) blessed by the 1rC’ (Fellows and Rior-
dan 2000, 33). Norington notes that, the year after the dispute, ‘flight engineers
gained a pay rise of 24 percent, remarkably close to the domestic pilots’ origi-
nal claim and [this was] tidily legitimised by the wage system’ (Norington 1990,
246-247). The new Accord negotiated at this time further embedded ‘limited
over-award payments and an end to the “no extra claims” commitment—all
with the consent of the Government’ (ibid 1990, 247).

That these events occurred so closely together is, in part, explained by the
slow shift within the Accord from indexation through two-tier increases to en-
terprise bargaining—a process in flux at that time—and the desire of the ALP
and employers to restructure and privatise elements of the airline industry. Al-
though the AFAP pay claim was outside the Accord (causing difficulties for the
ACTU and motivating it to isolate the dispute), the approach of the industry in
destroying the union through civil action was ‘linked more with the govern-
ment’s planned reorganisation of the industry than the employers’ ability to
meet the claim’ (Green and Wilson 2000, 117).

Further, it was not just when the two-tier system was in place that the ALp
and ACTU allowed some unions to go outside the Accord, picking and choos-
ing which unions to tackle in policing industrial activity. When the 1985-1986
Victorian Nurses Dispute for higher pay occurred, the action was not policed
by the acTu. The federation and other left unions effectively backed the strike
campaign, with the Victorian arbitration commission ultimately awarding
a significant pay rise (Bramble 2008, 136). While the ALP state government
threatened to deregister the union, the ACTU backed the nurses’ case as an
‘anomaly’ to the Accord provisions based on gender equity grounds. It effec-
tively argued that the nurses were unlike other unions and therefore an excep-
tion. Haines (2014), the lone delegate who voted against the Accord at the ACTU
Special Congress, noted that the ACTU treated the nurses differently and more
favourably than the BLF despite both unions taking industrial action outside
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the letter of the agreement. The ACTU judged that, on that occasion, support-

ing the dispute was the action most likely to ensure the stability of the social

contract.
Briggs (1999, 261—262) has outlined the various means by which labour mar-
ket pressures were defused’ in the Accord era:

— The use of ACTU internal disciplining procedures.

— Exploiting the aAcTU’s influence with the tribunals under the Accord to
register ‘special or extraordinary’ agreements and file claims under the
anomalies, inequities and work value principle, in hotspots such as build-
ing, construction and oil refineries.

— Building and co-ordinating national mobilisations that redefined the bound-
aries of the political exchange (eg. occupational superannuation campaign
1985-1986, cost-of-living adjustment campaign 1988 and enterprise bargain-
ing campaign 1990-1991).

— AcTU-sanctioned use of state repression against unions isolated by the
ACTU within the union movement—for example, Food Preservers Union,
Builders Labourers’ Federation, Plumbers and Gasfitters Employees Union
and the Pilots’ Federation.

These various means, illustrated in Chapters 6 and 7, and in this chapter, are

pursued further in the discussion of enterprise bargaining in the next section.

The disorganisation of labour via the suppression of industrial struggle in Aus-

tralia occurred as a result of the activity of business and the national govern-

ment, as it did in other geographic locations where neoliberalism was driven
through. However, in Australia it mainly transpired because of the internal po-
licing activities of the trade union movement itself. The AcTU played a leading
role in the suppression of key industrial disputes to protect the Accord frame-
work, and actively stopped solidarity from other unions for the same ends. Ted

Gnatenko, a former General Motors Holden shop steward and Education Of-

ficer with the AMwU, argued that:

... the unions’ method of dealing with the Hawke Government ... resulted
in alienating a large slice of the working population [and that] consider-
able erosion of their living standards without concerted action to defend
them.

cited in BRAMBLE 2008, 155

This resulted in the labour movement almost forgetting how to struggle. The
impact of the Accord on grassroots organising was significant, with Australian
union leaders ‘curbing rank-and-file activism’ and the ACTU ‘victimising trade
unions that did want to fight and openly supported efforts by employers and
governments to crush such unions’ (Bramble 2008, 126).
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In outlining the relationship between the Accord and neoliberalism, main-
stream journalist George Megalogenis argued it achieved the same ends as
Thatcher and Reagan, but through a different mechanism:

Keating, initially more cautious than Hawke on both the float and the
Accord, was able to marry the two initiatives into a powerful politi-
cal narrative. He told voters that Labor was creating an internationally
competitive Australian economy. They believed him while the economy
was growing, even though the subtext of the deregulation partnership
with the trade unions was that workers would see their real wages fall to
allow businesses to improve their own profitability.

The consent of the AcTU allowed Labor to distinguish itself from the
American and British models in the 1980s. Reagan and Thatcher played
the class warfare card, taking on workers in government-run sectors to
establish authority. Reagan defeated America’s air traffic controllers in
1981; Thatcher prevailed in the violent dispute with British coal miners
in 1984-85. Rupert Murdoch ran a parallel operation against the British
printing union in 1986. Australia, on the other hand, saw industrial dis-
putes return to their pre-1970s levels. The number of working days lost
per 1000 workers tumbled from nearly 700 at the start of the '8os to less
than 200 by 1985. Hawke’s reformation was complete. He was no longer
settling strikes after the fact, but preventing them from starting in the
first place, with the carrot of the Accord.

MEGALOGENIS 2012, 168-169

This shines an unforgiving light on how the Accord integrated the trade union
movement into a project similar to those deployed in the paradigmatic cases of
vanguard neoliberalism in the US and the UK. It also more keenly articulates
this dynamic than much of the scholarly literature, which has tended to em-
phasise the Accord as a project in opposition to the advance of neoliberalism
in Australia’s long Labor decade.

4 Enterprise Bargaining and the Antinomies of the Accord

The shift from centralised wage determinations has been presented in some
accounts as a response to pressure by New Right business lobbies like the Busi-
ness Council of Australia. Yet it was not simply introduced by a neoliberal state,
but actively campaigned for by the AcTU and key left unions (Bramble 2008,
161; Briggs 2001, 31). Enterprise bargaining was a key element in the neoliber-
alisation of industrial relations and was, at the same time, both a response to
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TABLE 8.3. Real wages by occupation in Australia (%), 1983-1991

Occupation Real wages
Fitter (Award) -9.6
Fitter (Market) -12.4
Drivers -10.1
Storemen (sic) -10.7
Shop Assistant (NSw) -6.8
Public Sector Clerk 2 -6.9

Source: Briggs 2001

the constraints of the Accord and a greater curtailment of workers’ organised
power. In the wake of the move to enterprise bargaining, ‘industrial relations
has moved further and further down the path mapped out by “free market de-
(Briggs 2001, 27).

Enterprise bargaining was first raised during 1985, in a review of arbitra-

»

regulationists

tion conducted by the Hancock Commission. Based on its recommendations,
legislation was changed to allow firms to opt out of arbitration and enter
stand-alone agreements with unions. However, this option for employers effec-
tively ‘gathered dust’ (Bramble 2008, 160-161). By the late 1980s, intense pres-
sures had built up inside unions because of the heavy cost of wage restraint.
As detailed earlier, real wages had fallen significantly (see Figure 6.2), but as
Table 8.3 shows, the sacrifice was unevenly spread because ‘minimum rates
adjustments, flat rate increases and social wage benefits moderated the impact
of aggregate wage discipline on low-income earners’ (Briggs 2001, 32). It was
the better-organised, skilled and paid members of key left unions in metals,
manufacturing and construction who bore the brunt of real wage cuts—their
disciplined adherence to the social contract ironically resulted in them taking
the proportionally largest cut in real income (ibid 2001, 32).

Interviewed a decade later, a series of trade union leaders attested to their
fears at the time that, without a change to the process of wage setting, there
was a real threat of militants leading breakaway unions and undermining the
Accord process (ibid 2001, 34). The success of the hegemonic project embodied
in the Accord, in increasing the rate of exploitation, had therefore created a
reaction that threatened to fragment the relationship between the Labor gov-
ernment and unions—that, through the social contract, had become an instru-
ment of pro-business wages and industry policy. The layers of workers within
the unions that had been best organised and more able to mobilise their social
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power to gain high wages and good working conditions before 1983—and
whose social weight had been subordinated to the imperatives of the state-
led social contract—were now agitating for a return to a pre-Accord situation,
where direct bargaining power would determine pay rates (ibid 2001).

Following the Industrial Relations Commission’s 1989 national wage deci-
sion, which introduced the SEP and delivered wage increases subject to the
delivery of efficiency gains by labour, leading unions and the ACTU began to
campaign for enterprise bargaining. In theory, this would allow more strongly
organised unions and workplaces to fight for and gain the additional wage in-
creases denied to them under strict centralisation. Accord Mark vI created the
conditions for limited wage claims on the basis of bargaining at the individual
enterprise level. Rather than seeing this as a regressive step towards decen-
tralised wage setting and union fragmentation, the ACTU and union leaders
campaigned throughout 1990 as if they were running a typical over-award cam-
paign to set new wage levels across the board—to the point where the AcTU at
one point called the Commission ‘irrelevant’ (Briggs 1999, 263).

In their push towards enterprise bargaining, the unions found support not
just from the government, but from most employer organisations—with the
notable exception of the Metal Trades Industry Association, whose members
had reaped such benefits from centralised wage restraint by the AMwu and
now stood to lose the most from any return to militancy (Bramble 2008, 161).
Yet in a surprise ruling, the Commission rejected enterprise bargaining in its
April 1991 wage decision, citing a lack of progress on previously-agreed produc-
tivity improvements and worries that letting unions off the leash might lead to
a wages breakout.

The 1RC relented in its October wage decision, allowing enterprise bargain-
ing, but dissociating it from the award system. Under the new system, unions
could not ‘double-dip’ and claim both National Wage Case rises and gains
under the new enterprise bargaining provisions (ibid 2008, 162). This meant
that wage agreements won on an enterprise-by-enterprise basis could not be
fed back into the next national award determination, as they had been dur-
ing wage campaigns of the pre-Accord era with the metal industry’s fitters’
rate (discussed previously). This made it significantly more difficult to use the
bargaining power of stronger workplaces to deliver gains indirectly for weakly
organised workers. In this sense, the solidarity implicit in past militancy was
broken. As Brett Heino (2017, 146) explains:

Most important was the historical reversal of the metal trade motive
chain; whereas before, the breakthrough in particularly militant ‘hot
shops’ led to improvements for all metal workers (and from thence, many
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other employees), the movement towards award decentralisation pro-
moted a more insular, inward-looking mentality, where, conceptually at
least, the weak could be isolated from the gains of the strong.

Strong groups of workers were fighting only for sectional gains. This was a fur-
ther step in the disorganisation of workers’ organised social power, ending their
ability to make gains in a class interest beyond a sectional level. The unions
accepted the ruling without raising significant criticisms. As Carmichael later
argued, this was not a new phase of the old pattern of ‘enterprise bargaining—
consolidation, enterprise bargaining—consolidation’ but ‘a new policy ... very
much part of economic rationalist policy’ (cited in Briggs 2001, 36). It was also
the outcome of the slow death of arbitration in Australia, ironically delivered
through the deepening of corporatism embodied in the Accord process.

It is possible that this further labour disorganisation could have been de-
fended against, but the push for enterprise bargaining came at a time when
unions were least prepared for the new system’s negative consequences and
least able to take advantage of any possible gains. The previously discussed
1991 recession—the worst since the Great Depression—made wages growth
virtually impossible (Kelly 2009, 138-139). Moreover, the Accord’s centralising
tendencies had led to passivity and decline at the level of workplace and dele-
gate organisation, so that by that point ‘one-third of unionised workplaces had
no delegate and only in 26 percent of workplaces was there an “active” union
presence’ (Briggs 2001, 38). In addition, unions had become preoccupied with
amalgamations and battles over coverage. They were unable to use enterprise
bargaining to their advantage. Finally, unions didn’t foresee how much the loss
of alegal framework connecting centralised wages rulings and enterprise level
bargaining would work against them.

Thus, the early 1990s delivered neither a revival of union fortunes nor a sub-
stantial clawing back of lost wages and conditions. There was some recovery
of wages for better organised workers who could take most advantage of enter-
prise bargaining, but the dispersion of wages increased (Peetz 2012, 245)—in
part because of the wide variation in enterprise deals, but also because the
weakest groups of workers continued to rely on the often sub-inflation award
pay rises of subsequent national wage cases (Bramble 2008, 165). This state
of affairs was worsened by the 1993 Industrial Relations Reform Act, which left
awards as a mere ‘safety net’ for workers who had entered the enterprise bar-
gaining stream. Finally, the introduction of decentralised enterprise bargaining
was associated with a sharp drop in the number of strikes, with the agreements
limiting industrial action to certain periods and thereby preventing workers
from taking advantage of cyclical improvements in economic conditions as



HOW LABOUR MADE NEOLIBERALISM 199

had happened under the old centralised system (Hodgkinson and Perera 2004,
455). Rather than enterprise bargaining being a way to reassert workers’ or-
ganised social weight in their own interests through direct industrial methods,
as the AcTU had hoped, it coincided with a further decline in union density
(see Table 8.2 on p.183).

4.1 Hegemony Unravelling

The militancy and organisation of the Australian union movement in the 1970s
enabled its leaders to push their way into the highest levels of national political
and economic decision-making, in the shape of an Accord with the incoming
Labor government of 1983. This social contract was central to drawing union-
ised workers directly into the process of national economic restructuring—
what Gramsci (as quoted at the beginning of this chapter) referred to as ‘or-
ganised consent’ for the hegemonic political project being led from the state
(Gramsci 20113, 153-154; Q1 §47). However, the Accord was inseparable from
vanguard neoliberal restructuring of economy and society. The cost of this pro-
cess was the weakening, disorganisation and fragmentation of (in Gramsci’s
terms), the very ‘private organisms’ of ‘political and trade union associations),
which allowed the Accord to be such an effective mechanism for radical re-
form. Unions suffered from declining membership they could not reverse,
decreased activity and organisation at the workplace level, and a necessarily
increased focus on local and sectional interests, once enterprise bargaining be-
gan to take hold.

The initial consequence of these dynamics was the emerging revolt against
the Accord, by sections of the powerful left unions that had been most in-
strumental in maintaining the discipline of wage restraint and defending
the special relationship of the unions with the Labor government. A second
consequence was the ongoing decline in the electoral fortunes of the ALP, as
it implemented what was effectively a prolonged period of national auster-
ity for the working class through wage suppression and public expenditure
restraint—lower than the conservative governments that came before and af-
ter it. This was, of course, austerity in the context of professionals and business
owners receiving large rises in income and wealth, causing relative inequality
to grow.

The resultant strain between the unions and the government meant that
things could not continue as before. It was the AcTU which drove the shift to
enterprise bargaining—a move that simultaneously saved the Accord, opened
the door for it to be undermined, and began the more over neoliberalisation
of industrial relations policy. The shift to enterprise bargaining should also
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be understood, therefore, as an early sign of the unsustainability of the van-
guard neoliberal period; even if, in the context of a deep recession and union
weakness, the ‘solution’ ended up being used much more to the advantage of
employers and the state than that of to the labour movement. The method
of ‘educating’ consent through the institutions of the labour movement was
rapidly breaking down, because of moves aimed at preserving the political in-
fluence of the union leadership on government by defending the Accord. This
required what turned out to be a further weakening of the organised social
weight of labour—a social weight on which the union officials depended to
be able to exercise influence in the first instance. By starting with the need to
save the Accord at some level—rather than break entirely with it—the AcTU
campaigned for conditions that would further hollow out its own social base.

As already canvassed in the periodisation of Australian neoliberalism in
Chapter 5, the events of the early 1990s had significant implications for the sta-
bility of the neoliberal hegemonic project. It became increasingly unsustain-
able for the government to try to drive further radical economic reform through
centralised agreement with a compliant labour movement. Nevertheless, the
disciplining effect of the 1991 recession and chronically-high unemployment
meant that at least one of the central factors driving the Accord process—fear
of another wages breakout and subsequent stagflation—had been resolved,
even if not directly via the Accord itself. It was not that the success of this
‘solution’ was previously thought unlikely to work—the original Accord did
not state brute force wouldn't be effective, only that it was politically unaccept-
able to ‘grind inflation down over an extended period of high unemployment’
(Beggs 2015, 263).

The popular reaction to further radical industrial reforms under right-wing
neoliberal governments in NZ and the state of Victoria (under the Liberal
Party) made it obvious that voters were increasingly sick of the constant cycle
of sacrifice and upheaval. As discussed in Chapter 5, when Keating improbably
won the 1993 federal election by effectively campaigning against the continu-
ation of the neoliberal agenda he had previously championed, it signalled the
end of the vanguard neoliberal period (Kelly 2009, 75-87). There was simply
no longer any reliable mechanism through which to keep extracting consent
for sacrifice on a national basis. This was emphasised in the deeply unpopular
1993 budget after Keating’s re-election, which seemed deliberately targeted at
the least well off. Keating faced the most damaging caucus revolt of the 13 years
of Labor government (Peake 1993), leading not only to his backing down on
key aspects of the budget but to then treasurer Dawkins’ resignation (Kelly
2009, 211). The budget was one of a series of increasingly bitter confrontations
between the government and the ACTU leadership as the intimate ties of the
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early Accord years degenerated, especially once centralised wage fixation re-
ceded as a key economic policy priority (Briggs 1999, 264; Kelly 2009, 140-141).

Keating’s attempts to use both integration with Asia and Australia’s transi-
tion to a Republic as alternative electoral narratives to the consensus of the
Accord fell on deaf ears, as a ‘jobless recovery’ dragged on up to the March
1996 election—which he lost in a landslide (Jericho 2014b). While overstated
for political purposes under the name ‘Howard’s battlers), a significant share of
Labor’s blue-collar supporters switched their vote to the Liberal Party in the
midst of a crushing swing against the ALP (Kelly 2009, 236—247). Yet the fact
that the conservatives had been forced to campaign on the basis of slowing
the pace of economic reform was proof of such reform’s unpopularity in the
electorate—Ilet alone its inadequacy for coalescing society behind its banner.
Internal party reports on the reasons the ALP lost the 1996 election, in part
based on consultation with party members, noted that the Accord:

... [had] turned sour when many unionists felt their living standards were
eroding, and they were not consoled by the social safety net and tax re-
ductions, especially in the face of a Government whose political agenda
was not seen to be relevant.

ALP 1996, 5

Moreover, ‘the impact of economic rationalism on Labor’s heartland [was
blamed] for their 1996 election defeat’ (Johnson 2002, 5; ALP 1996; ALP (NSW)
1996). The national inquiry and report on the election noted that the ALP had
lost credibility because it implemented policies such as privatisation. A major-
ity of the submissions to the inquiry centred on economic issues ‘and can best
be encapsulated as being a collective criticism of Labor’s support’ for neolib-
eralism (ALP 1996, 8).
This chapter opened with Gramsci’s (2011, 153-154; Q1 §47) insight:

Government by consent of the governed, but an organised consent, not
the vague and generic kind which is declared at the time of elections: the
state has and demands consent, but it also ‘educates’ this consent through
political and trade-union associations which, however, are private organ-
isms, left to the private initiative of the ruling class.

If hegemony is understood as a social group’s political leadership of society
within civil society itself, then the overriding achievement of the Accord was
that it won consent for a process of state-led political and economic restruc-
turing at the base of civil society—a process, in practice, that was antithetical
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to the interests of the very organised workers who were central to its success.
Consent for neoliberal restructuring was, ultimately, organised at the level of
the workplace through the Accord, where in other circumstances resistance to
it would likely have been prepared.

Returning to Gramsci’s concept of the integral state, political society en-
wrapped civil society through the mechanism of a social contract that was
‘won’ down to the lowest echelons of the union membership. Consent was
actively constructed, not just through the arguments and activities of politi-
cians and state managers, but at a much more microscopic level through the
way organised workers implemented the state’s project—in economic terms,
through an increase in the rate of their exploitation and, in broader social
terms, through the dismantling of workers’ organised weight to contest such
change.

Nevertheless, hegemony through such means created its own contradic-
tions. Not only did an increase in the rate of exploitation undermine the social
interests of the workers who consented to it, but the disorganisation of a once
powerful and militant labour movement undermined the ability of that move-
ment’s institutions to maintain consent for restructuring. The picture of how
the latter process happened in Australia is more complicated than allowed for
by either Panitch’s account of corporatism being defeated by open worker re-
volt (based on his analysis of the UK), or Dabscheck’s picture of Australian
workers conducting an ‘exit-voice’ rebellion and simply leaving the unions. As
demonstrated in this chapter, the Accord’s antinomies provoked a complex set
of responses over time. While from 1983-1989 the Accord was accompanied by
real membership losses and withdrawal from active participation, by 1989 the
left unions that were most central to the implementation and continuation of
the corporatist agreement faced growing internal revolt from sections of their
memberships—to the point where union leaders believed that dissent could
lead to new breakaway unions if not responded to.

The AcTU and union leaders’ response was to prevent this outcome by find-
ing a safety valve in the form of decentralised enterprise bargaining for higher
wages by better-organised groups of workers. Enterprise bargaining successful-
ly stemmed the threat of the outright destruction of the Accord through open
rebellion, but its timing and legal framework meant that the safety valve could
not prevent an acceleration of ‘exit-voice’ union decline (Dabscheck 2000).
There was a consequential deterioration of the relationship between the ALP
and the ACTU, as both sides found diminishing value in cooperation (Briggs
1999, 263). Whether a sustained pushback by militants forming breakaway
unions could have reversed the further decline of worker organisation is im-
possible to know in retrospect, but it seems likely that the deterioration prior
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to 1989 had already been sufficient to change the overall balance of forces, and
that the shift to enterprise bargaining simply reinforced the downward trajec-
tory of the early 1990s and beyond.

Current ACTU President, Ged Kearney (2013), described the Accord’s cen-
tralised wage system of the early 1990s as ‘a yoke and shackle for unions’ and
that because of this they ‘fought for and won direct collective bargaining
Kearney (2013) argued that union leaders were aware that the election of a
conservative government was inevitable, and that there was a ‘need to rejuve-
nate the capacity of the union movement to organise, to bargain and campaign
again’ But this is not what enterprise bargaining delivered in practice. Instead,
the labour movement was unable to recover its declining workplace density.

The antinomies of the Accord also point to the improbability of a similar
social contract being used to drive radical political economic reform in the
future. This is because the social organisations that were central to instituting
the Accord were hollowed out in the process of the social contract, so much
so they can no longer play the same role—and nor can they be as effective
in resisting such reforms as they had been in previous decades. During the
Accord years there was a substantial fall in the level of unionisation from 49
to 32.7 percent (Dabscheck 2000, 101-102). In the wake of the Accord, this
slumped to 13.8 percent (at its lowest point, in 2015) (Jericho 2015). While there
is intense debate about the relationship between the Accord and this decline
(Peetz 2000; Kenyon and Lewis 2000; 1992), it is clear that, within the Accord
framework and through the ACTU’s post-Accord era strategy, there has been no
sustained reinvigoration of union activism or organisation across the country.

Despite occasional talk of the need for a new Accord-style agreement be-
tween the unions and a Labor government (Emerson 2015; Burke 2014; Howes
2014), the relationship between the two wings of the labour movement has
come to be much more defined in terms of: union control over party organ-
isation; pre-selection of candidates and policy; and political career paths for
union officials. This is rather than any kind of collaboration that might have
a sustained impact on the economy or society. As should be clear from the
preceding, the reason for this failure is not lack of will, but a structural im-
pediment—namely, the hollowing out of the organised labour movement.
In Gramscian terms, there is no set of civil society institutions and relation-
ships that could play the same role in organising consent for a new hegemonic
project—as they did with the Accord.

The changes wrought by the neoliberal period, and through the Accord,
have meant that the bourgeoisie exercises hegemony less through those insti-
tutions than it did in previous decades. Politics enwraps and overdetermines
civil society, but it is also increasingly detached from it. In the context of
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Australia, the Accord is the last moment in which political society was able to
comprehensively organise consent in civil society through trade union struc-
tures. This does not mean that politics has stopped being the ‘container’ of civil
society, given that there is—in the absence of another organised social force—
no other institution than the state that can try to organise Australian capital-
ist society on a national basis. Thus, politics remains the key site of national
direction, and while it may still enwrap civil society it is far from ‘hegemonic’ if
the Accord period is used as a measure of successful hegemony building. Thus,
capitalist class rule through the state lacks the consciously organised relation-
ships and structures that once gave it stability and force on a national level.
Instead, it has to depend much more on what Marx called ‘the silent compul-
sion of economic relations’ within civil society (1976, 899) coupled with a la-
bour movement significantly disorganised by the Accord process and wider
economic changes in the neoliberal era.

While it is beyond the remit of this book to explore in detail the empirical
consequences and implications of this development—that is, the growing de-
tachment of voters from politics, the rise of anti-political sentiment, and the
increasing frequency of crisis in political society even in the absence of large-
scale social disruptions and struggles—it does have an important bearing
on the validity of Gramsci’s theorisation of hegemony and the integral state.
In this book, Gramsci’s approach has been central in coming to a clear analysis
of the process by which the labour movement actively incorporated Australian
workers into a hegemonic neoliberal political project—even when that project
eventuated in a direct attack on workers’ social interests. However, the break-
down of organised and institutionalised mechanisms (located within civil so-
ciety for securing the consent of subaltern classes to the operations of political
society and the state) suggests that Gramsci’s theory may only be applicable
in an increasingly historically-demarcated period in certain advanced capital-
ist countries like Australia. This might be particularly the case in terms of its
applicability to social contracts, given the identified absence of social pacts
in more recent years, as a result of declining labour movement social weight
and perceived legitimacy—especially in the wake of the 2008 global economic
crisis (Culpepper and Regan 2014).

At least in the Australian case that has been explored in this book, the very
success of a hegemonic neoliberalism directly and critically undermined the
civil society organisation needed for actors in political society to create and
maintain hegemony in Gramsci’s terms. In the absence of newly invigorated
social organisation from below, Australian politics continues to be brittle,
unstable and crisis-prone. Indeed, elite commentators regularly decry the
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inability of the political class to carry out another ‘golden age’ of economic
reform, like that seen to implemented under Hawke and Keating.

During the writing of this book the two national daily newspapers, The
Australian Financial Review and The Australian, called for a National Reform
Summit (expressly excluding current politicians from its deliberations) in or-
der to try to come to a reform consensus where successive governments have
failed (Patrick 2015). Yet the peak organisations coming together in the Summit
suffered from the same deficiency that bedevils parliamentary representatives.
That being, they are all marked by the same lack of a social base and absence of
deep social roots with which to carry through the kind of reform program that
the ALP governments of the vanguard neoliberal era could—something they
achieved by incorporating the very social forces which could have been the ac-
tive opponents of neoliberalism, and turning them into its active constructors.

5 Conclusion

This chapter has explored the role of the trade unions during the Accord, and
extended the argument of the previous chapter as to the concord between the
social contract and the neoliberal project. It returned to a key element of the
dominant narrative, which posits organised labour as chiefly the victim and
object of the neoliberal project. It demonstrated the active role of trade unions
and labour in the construction of neoliberalism in Australia, through their in-
corporation into state priorities of restructuring—most particularly through:
the adoption of industry policy; curtailing union industrial struggle and rank-
and-file organising; and the move to decentralised wages policy in the form of
enterprise bargaining.

I concluded by considering some of the contradictions of the Accord and
vanguard neoliberalism, including labour disorganisation, antipathy to neolib-
eral restructuring, and the collapse of trade union density. In reflecting on the
implications of these findings related to Gramsci’s notions of hegemony and
the integral state, the chapter concluded his concepts might be applicable only
in a historically demarcated period in locations like Australia. This is because
the hollowing out of the civil society institutions analysed in this book, have
undermined the social base needed by political society to implement process
such as the Accord and neoliberalism.

It has been important to focus on the antagonistic nature of the relationship
between the political and social spheres, most specifically as it has related to
understanding the relationship between the state and the labour movement.
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In the Accord period, the more hegemonic the political society enwrapment
and overdetermination of civil society, the more that workers’ social interests
and organisations were subordinated to the interests of the state and became
increasingly disorganised. This meant the labour movement could not exercise
its social weight to push back against state-led restructuring and its effects.
The hollowing out of the social weight of the labour movement also revealed
a political process more obviously detached from labour’s interests, which in
turn undermined the stability and efficacy of politics in attempting ongoing
restructuring of the national political economy. Despite calls in the wake of the
recent GFC for a new social contract between the unions and the ALP, a new
agreement is not possible given that the efficacy of any future hegemonic proj-
ect would require it to be built on a social base—and the social base capable
of carrying out a revived national corporatism was dismantled by the Accord
and neoliberalism.

Vanguard neoliberalism and corporatism, then, were devoured by their own
triumph.



CHAPTER 9

A Return to the International

1 Introduction

In every country in which a neoliberal transformation have been implement-

ed, it took place in the context of a class political project to attack the wage

and condition claims of the working class and enact a generalised disciplin-

ing of the labour movement to ensure reform (Davidson 2010; Harvey 2005).

The process was different in every location, but the objective was similar—

underlining the fact that neoliberalism is both a national process and a global

one. Although the methods of vanguard neoliberal advance in Australia were
distinct from the cases informing the dominant narrative, certain ‘typical’
objectives were still achieved. Through the organisational leadership of the
labour movement and the Labor Party within a state-centred project, labour
made neoliberalism in Australia—and this vanguard project occurred con-
temporaneously with the roll out of neoliberalism by the administrations of

Thatcher and Reagan. This is in contradistinction to the dominant narrative

regarding the rise of neoliberalism, which generalises from the experiences

of the UK and US governments and posits that neoliberalism was coercively
imposed upon trade unions.

This final chapter reflects on the consequences of the research findings
regarding Australia in relation to other locations. The analysis considers
whether the claim that labour made neoliberalism’ has broader applicability.
It examines indicative evidence regarding the role of organised labour, and
occasions where neoliberalism emerged from within its corporatist ‘other’ It
asks whether these moments prompt a wider reconsideration of the dominant
narrative of neoliberal development and labour’s role within it. The chapter
focuses on five locations:

— Vanguard neoliberalism in New Zealand, implemented by the Labour Party
from 1984—1990.

— Therole of the British social contract under the Callaghan and Wilson Labor
Governments from 1974-1979, prior to the vanguard neoliberal project of
Thatcher.

— The role of labour in the period prior to the vanguard neoliberal project
undertaken by Reagan.

— Processes of corporatism and neoliberalism in the New York City Council
fiscal crisis from 1975-1981.

— Contemporary neoliberalism in Finland and its relationship to corporatism.
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As noted in the introduction, this way of proceeding follows Gramsci’s
(20113, 128-129; Q1 §43) method of seeking to locate ‘the real identity under-
neath the apparent differentiation and contradiction and finding the substan-
tial diversity underneath the apparent identity’. Relatedly, McMichael’s (1990)
approach of ‘incorporating comparison’ by bringing together otherwise dispa-
rate moments (temporally and geographic) is valuable. He argues that ‘in effect
the “whole” emerges via comparative analysis of its “parts” as moments of a
self-forming whole’, and ‘give[s] substance to a historical process’ (McMichael
1990, 386).

In this chapter, I approach the various locations as complex moments linked
by the institutional mutation of social contracts and corporatist arrangements,
shaped by the strategic choices of labour, which systematically ‘variegates’
rather than creates ‘varieties of’ neoliberalism. Peck’s (2012) approach to com-
parison and relationality in neoliberalism, provides a useful framework in this
regard. He argues that in addition to ‘the conventional “static” comparison of
pairs (or more) of territorially defined economic formations, along with multi-
site analyses of various kinds) we might:

More ambitiously, [also] embrace the ‘relational’ analysis of cases-
in-connection, linked by intersecting webs of production, reproductive
circuits, institutional mutation, or by shared experiences of restructur-
ing. The promise of probing, comparative research designs here is that
they entail a decisive explanatory step beyond the identification of alter-
native, divergent, idiosyncratic economies, moving on to position these
relationally, relative to their others. This way, they become more than
free-floating cases, implicitly imagined as exceptions, or spots on an oth-
erwise barely charted landscape. Instead, they would hold the potential
of generating new explanatory transects across that landscape, evoking
conceptually specified and empirically documented registers of mean-
ingful economic geographical difference.

PECK 2012, 126

Such an approach might avoid the problem of seminal cases (or the domi-
nant narrative) remaining in ‘ghostly circulation’ by defining exceptions on
a ‘case-by-case to the singular norm, rather than by establishing variegation,
unevenness, or deviation more systematically’ (ibid 2012, 126).

In the locations and moments considered in this final chapter, the evidence
indicates that the claim that ‘labour made neoliberalism’ has applicability be-
yond Australia’s shores and in diverse contexts and time periods. Various states
have deepened corporatist frameworks and policies in order to manage and
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control organised labour, while simultaneously advancing neoliberalism. I ar-
gue that the agency of labour can also usefully be ‘written in’ to the narrative
of neoliberalism’s origins in the US and the UK, to provide a more satisfactory
explanation of its development and complexities.

2 A Brief Detour in the Antipodes

Antipodal to Ireland and the UK, Australia and NZ were colonised by the Brit-
ish and capitalist development in those locations has involved a number of
common political and economic features. Amongst their shared structures
has been their relatively unique systems of centralised labour arbitration and
conciliation.

NZ engaged in a synchronous process of vanguard neoliberalisation with
Australia, driven by a Labour Party Government (1984-1990) mostly under the
leadership of Prime Minister David Lange (Roper 2005; Castles, Gerritsen, and
Vowles 1996). Neoliberal reform in NZ was dubbed ‘Rogernomics’ in a delib-
erate echo of the term ‘Reaganomics), and named after then Finance Minis-
ter Roger Douglas. Vanguard neoliberalism in NZ enacted a range of familiar
reforms, including the subdual of labour organisation. Jane Kelsey’s (1995, 2)
Economic Fundamentalism carefully documents the wide-ranging effects of
these changes—including ‘market liberalisation and free trade, limited gov-
ernment, a narrow monetarist policy, a deregulated labour market, and fiscal
restraint’'—and concludes it resulted in the immiseration (socially and eco-
nomically) of working people.

In the case of NZ, with parallels to Australia, a spirit of cooperation was
encouraged—albeit not within a formal social contract. Maria Humphries
(1996, 1, 6) observed that a process of ‘compliance rather than force’ developed
anew approach to the political economy, where ‘the emphasis of joint respon-
sibility for economic recovery was established through a discourse of “partici-
pation” and “empowerment” of employees’ Unions played a key role in this, as:

...the reformations of work-place practices...were predicated on a dis-
course of collective responsibility for economic results, promises of em-
ployee participation and empowerment in employment, and predictions
of better well-being for all. ... Participation, empowerment, and the pos-
sibility of collaborating with management were seductive to a number of
unions. The old enemy (management) was to be transformed. Together
managers and workers (through their unions) would strategise to meet
the mutual objective within the parameters of their responsibility to
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meet the company’s objectives—which again they may have helped de-
fine with the guidance of the necessary information supplied by man-
agement. ... [Importantly, the] restructuring of state and private sector
organisations were sought not only by managers but also by union
representatives.

HUMPHRIES 1996, 9, 8, 3

In Humphries’ overview we can identify commonalities with Australia in the
same period, including the belief that a discourse of collective responsibly
would translate to greater involvement and power of unions in workplace
management and national economic matters. The roll out of neoliberalism
under NZ Labour was less consensual than in Australia, yet the acquiescence
of key unions on various matters, and the curtailing of their power, similarly
cultivated the ground for additional reforms once conservatives won govern-
ment. Chief amongst these changes was the abolition of collective bargaining
after Labour lost government to the NZ National Party in 1990-1999, which
further weakened workplace organisation.

Kelsey’s (2014) more recent work has examined the embeddedness of neo-
liberalism in Australia and NZ since the GFc. She compares Australia’s ‘sub-
stantive focus on use of institutionalised and systemic mechanisms, more
conciliatory political style and cross-party, state-federal consensus’, with, NZ'’s
‘ideological and instrumentalist style of neoliberalism, based on legislative fiat
and contract’ (ibid 2014, 152). Kelsey argues that the examination leads to the
‘counter-intuitive conclusion that Australia’s style of neoliberalism is more
deeply embedded than NZ’s’ (ibid 2014, 152). She argues that this is because of
Australia’s focus during implementation on: 1) ‘the real economy, productivity
and global competitiveness’ (ibid 2014, 163); 2) institutionalised frameworks
and systemic processes for regulation (ibid 2014, 163); and, 3) a ‘commitment
to bargained consensus’ from the time of the Accord which ‘sought to maxi-
mise political buy-in from elected governments and the populace’ (ibid 2014,
164). Building on this last argument, that the consensus approach resulted
in a stronger multi-layered embedding of the neoliberal regime in Australia,
as well as the analysis presented in this book, one possible interpretation is
that this was the result of the use of the Accord to incorporate civil society
organisations—most particularly the unions—to work within the hegemonic
project reconstructing the Australian political economy.

While it is clear that the claim ‘labour made neoliberalism’ has significant
purchase in the case of New Zealand, the ‘metaphor of the “social labora-
tory” has periodically been invoked to crystallize Australia’s and New Zea-
land’s alleged exceptionalism’ in relation to political-economic structures and
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processes (Cox 2006). Whereas the 19th Century original use of the term so-
cial laboratory was used to explain state structures that sought to integrate an
increasingly politicised labour force into the state, in order to address concerns
about unfettered markets, in the 1980s the metaphor was recast. This later use
of the social laboratory described ‘experiments [that] played the film of history
backwards, embracing markets and rolling back the [arbitration and concili-
ation structures of] the state’ (Cox 2006, 108). Consequently, the case of New
Zealand, as a further example to destabilise the dominant narrative, might
be attributed to antipodean exceptionalism. Thus, it is essential to locate evi-
dence to substantiate that labour played a role in the development of vanguard
neoliberalism in the core capitalist countries of the UK and US, in order for
the claim that labour made neoliberalism to function as a useful explanatory
framework more widely.

3 The British Social Contract (1974-1979)

The Thatcher era in Britain is one of the key global examples of radical neo-
liberalism, and was undoubtedly the crucial period of vanguard neoliberalisa-
tion in the UK. However, the austerity and wage suppression efforts during
the preceding Labour governments of Harold Wilson (1974-1976) and James
Callaghan (1976-1979) played an important antecedent role. Mcllroy (1995,
192) argues that ‘scrutiny of Labour policies [in this era] illustrates the need to
see in Thatcherism continuity as well as change’

The Wilson Government was elected in 1974 into a challenging political-
economic situation. Labour faced economic crisis and instability after the end
of the post-ww1I boom, high inflation (which peaked at 26.9 per cent in the
year to August 1975), and the continuing decline in British industry. The con-
text was also shaped by widespread trade union militancy as labour sought
to maintain living standards, including through unofficial (wildcat) strikes in
some industries. A key factor in Wilson’s electoral success was Labour’s agree-
ment to implement a social contract with the British Trades Union Congress
(Tuc). The social contract promised price controls, the repeal of various la-
bour laws and increased social expenditure—in compensation for a ‘prompt
return to voluntary collective bargaining’ (Rogers 2009, 638). However, within
a few years of taking office Wilson introduced limits on pay increases, an-
nounced widespread public expenditure cuts, and the government'’s efforts to
curb inflation failed.

The British social contract did not include a formal agreement to wage
moderation, however in the following years the TUC agreed to wage increases
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below the level of inflation and failed to seriously challenge decreased pub-
lic expenditure (Thorpe 1999, 143). Although the TUC was initially opposed to
wage suppression and a reduction in fiscal expenditure, the intractability of
the economic crisis and concerns over the UK’s international competiveness
were mobilised in an effort to garner public and union support. Over time,
union acquiescence to the state’s agenda developed an acceptance for auster-
ity and wage devaluation, and this process ‘softened up’ support for more wide-
spread neoliberalisation in the Thatcher years (ibid 1999, 147-148).

Public support for the actions of the Labour Government, and the later
neoliberalisation under Thatcher, were also facilitated by the prospect of an
external financing crisis. In December 1975, the government made applica-
tion to the 1MF for stabilisation funds and this was used ‘to mobilise support
for further public expenditure cuts’ (Rogers 2009, 646). Sections of labour
pressed for alternative ways to manage the crisis (Lambie 2013), partly because
of concerns that the IMF would require the Labour government to pursue a
neoliberal macroeconomic agenda. At the time, the government argued that
such funds were essential, and that the IMF conditions tied Labour’s hands,
but later Callaghan stated that the ‘IMF was a useful screen’ (Cockerell 1992).
This suggests that senior Labour Party figures felt neoliberal measures were
desirable, independent of any conditionalities or pressure applied by the IMF
(Cockerell, 1992). Lambie recently noted that the IMF austerity program was a:

...monumental decision on the part of a major power, to acquiesce to the
discipline of what were ultimately private capital interests [in] a defining
moment in the development of globalisation and the rise of neoliberalism
(2013: 355).

The British social contract, as identified by Panitch and discussed previ-
ously, promoted the idea that workers (and their trade unions) shared com-
mon national interests with industry and the state. Callaghan argued this to
Labour and TUC delegates in 1976, in his speech to the British Labour Party
Conference:

...industrial relations is not just a matter of avoiding strikes, important
though that is. That is a negative approach. Britain’s present economic
position demands a positive approach: a new spirit of co-operation in in-
dustry, yes, co-operation between employers and trade unionists, changes
of attitude on both sides. As I go around—and I do this a lot more these
days than I used to—I find more and more active trade unionists, not
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theoreticians, but active trade unionists on the shop floor, recognising
that they share a joint responsibility in their place of work (1976).

While it was the Labour Party that implemented austerity and wage suppres-
sion, it was the trade union leadership that facilitated these efforts. Labour’s
agency was also essential in efforts to demobilise working class struggle in
this period, in an effort to control labour militancy and wage increases. Real
wages fell the first three years of the Labour government and this was ‘the most
sustained and draconian reduction of real wages... in the post-war period’
(Panitch 1981, 38). While initial wage suppression held and dissent to public
expenditure cuts was muted, the onset of a political crisis was simply delayed
(Rogers 2009, 649). From 1977 onwards real wages began to recover when vari-
ous trade unions broke from the Social Contract. On 22 January 1979, an esti-
mated 1.5 million public sector workers took strike action—the largest single
action since the 1926 General Strike—and accelerated the ‘Winter of Discon-
tent’ (Hay 2009, 545). By 4 May of that year, the Labour Party had lost govern-
ment to Thatcher.

The ‘achievement of the Conservatives and the new right more broadly in
1979 was to define, frame and narrate...the winter of 1978-1979 as a symptom of
amore general crisis that required a decisive and systemic response’ (Hay 2009,
551). The social contract, and the TUC’s role in facilitating austerity and wage
restraint, ultimately assisted the implementation of vanguard neoliberalism.
The social contract’s legacy delivered ‘little opposition to the dismantling of
the post-war consensus that followed when the Conservatives came to power
under Thatcher in 1979’ and the ‘election of Blair in 1997 marked the success of
that project’ (Lambie 2013, 357).

The 1974—1979 Labour Government in the UK shares certain features with
the Hawke-Keating era in Australia. In both cases labour parties were returned
to office on the basis of a ‘perceived capacity to work with the union[s] in a way
that the Conservatives has long since demonstrated they were unable to do),
and on the basis of a ‘special relationship’ with organised labour which afford-
ed the ‘capacity to broker a Social Contract’ (Hay 2009, 545). In both cases, the
terms of the respective social contracts were ultimately set aside on the basis
they could not be delivered in the midst of economic crisis, despite both be-
ing specifically developed as an ‘alternative economic plan’ to address the eco-
nomic situation. Further, the broader corporatist agreements originally signed
between the respective parties and unions were narrowed to be, in effect, an
incomes policy (ibid 2009, 546). And finally, in both locations, corporatist
frameworks drew organised labour inside the state to enact a project that



214 CHAPTER 9

subordinated the interests of the working class to a projected shared national
interest (Panitch 1981). The political overdetermined the social.

However, there were also differences, and a key distinction was the push of
organised labour against the Social Contract in Britain as wage suppression
took hold. In Australia, the trade unions continued to support the ALP through-
out its thirteen years in government despite significant wage suppression (with
a few limited exceptions). As discussed in Chapter 3, this was a key moment
that informed Panitch’s model of corporatism, in which he argued that the
constraints of social contracts are ultimately broken by dissent from militant
elements within organised labour.

4 The Carter Administration (1977-1981) and Prior

Early antecedent features of neoliberalisation occurred in the US prior to the
more radical and widespread policies in the vanguard era. A decade before
the election of Reagan, President Richard Nixon announced a ‘New Economic
Policy’ to address the 1970-1971 recession and target unemployment, inflation
and international speculation. Nixon (1971) declared the government would
suspend temporarily the convertibility of the dollar into gold (effectively a
break-up of the Bretton Woods system), apply a surcharge on imports, and
implement a wage and price freeze to address inflation. In practice, ‘wages
were frozen under the control of the wage-price board (assisted by hundreds
of thousands of capitalists)’ while prices ‘were allowed to rise (as no effective
mechanism was provided to enforce the mythical freeze...)’ (R. Brenner 2016).
In the same period an increasingly militant working class engaged in wide-
spread industrial action, including wildcat organising. The US experienced
one of its largest strike waves from the late 1960s and into the 1970s, ‘during
which workers twice set records for the number of strikes in a single year’
(A. Brenner 2010, xi).

From the late 1960s and through the 1970s key struggles took place in the
public sector (commencing with a quarter of a million post office employees
striking in 1970), and across the private sector (where action in the mining
and automotive industries was significant). However, union leaderships often
found themselves at odds with rank and file radicalism, and sympathetic to
the economic pressure on companies in the midst of the economic crisis. On
a number of occasions officials isolated struggles, including in ‘the summer of
1973 [when] Black workers dramatically seized control of a Detroit Chrysler
plant to protest deteriorating conditions, terrible overheating, and racist fore-
men’ (R. Brenner 2016). On that occasion, a socialist union official Doug Fraser
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‘led more than 1000 UAw staff in smashing physically the picket line outside
the occupied plant and dispersing the movement’ (R. Brenner 2016). By the end
of the decade, trade union leaders were resisting ‘the assault from [labour’s]
ranks on bureaucratic [union] rule and increasingly sided with management
in the restoration of workplace-authority and company-competitive priorities’
(Moody 2012, 6). Union leaderships moved to concession bargaining, which
eroded member’s wages and conditions.

Kim Moody (2010, 142) has argued that the arrangements between man-
agement and the United Auto Workers’ leadership in this period, opened the
floodgates for concessionary bargaining during the Carter administration. A
crucial point was reached with the 1978-1979 agreement to rescue the Chrysler,
made between the US government, company management and the unions.
This ‘was followed in General Motors (GM) and Ford by a series of give-back
deals—supposedly temporary—to tide the companies over the serious reces-
sion of 1979-1982’ (R. Brenner 2016). However, a later return to record profit-
ability did not see a return to better conditions or transform the approach of
the union officials. Moody has argued that the decisions by trade unions in this
period were not an inescapable response to the shape of the economic crisis,
but are better understood as strategy of ‘political choice’ by the labour move-
ment leadership (Moody, 2012: 6).

The late 1970s also involved other early policy shifts towards neoliberalism,
in the re-regulation of various industries and sectors of the economy. One of
the first significant changes occurred in the airline industry, when the Airline
Deregulation Act 1978 ‘removed all controls over pricing, route structure, and
entry into the industry’ (Avent-Holt 2012, 1). This was followed by the re-
regulation of railroads, trucking, finance, and telecommunications, and reform
reshaping electric utilities and otherindustries to facilitate market competition.
By the election of Reagan in 1981, ‘the notion that the state should withdraw
itself from economic life was the backdrop to virtually all political discourse’
(ibid 2012, 1). Further, it was President Carter who appointed Paul Volcker as
the Chairman of the US Federal Reserve in 1979, and he who dramatically shift-
ed to an ‘inflation first’ monetary policy regardless of the consequences for
unemployment (Harvey 2005, 1). By this time Thatcher was in power in the UK,
and Harvey has argued that together they (Volcker and Thatcher) had ‘plucked
from the shadows of relative obscurity a particular doctrine that went under
the name of “neoliberalism” and transformed it into the central guiding prin-
ciple of economic thought and management’ (ibid 2005, 2).

In considering whether labour built neoliberalism in the US, it is noted
that the US Democratic Party is not a party of labour and there is no party of
labour in the US (Eidlin 2016 ), However, the ‘New Deal landslide victory of 1936
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marked, for the first time, the supersession of the traditional ethno-religious
patterning of the Northern electorate by a clear polarisation of workers and
capitalists between the Democratic and Republican parties’ (Davis 1980, 55).
Since that time the working class vote and the backing of organised labour
has predominantly followed the Democratic Party. Although on the former
there was a temporary shift of white unionised workers to Reagan and Bush in
the 1980-1988 period, and some white working-class voters have broken to the
Republic Party through the candidacies of Mitt Romney (who lost to Barack
Obama in 2012) and Donald Trump. Although organised labour has never had
formal representation within the Democratic Party in a manner similar to the
trade unions within the UK and Australia, it has deep roots.

While the role of Carter and the Democratic Party does not wholly evi-
dence that ‘labour made neoliberalism’, what is certain is that the US trade
unions were actively involved in facilitating policies and processes that were
part of the US neoliberal path. Concessions to employers helped facilitate the
move to lean production and granted ‘management greater prerogatives over
the labour process, a hallmark of the neoliberal era, as well as contributing to
working class austerity’ (Humphrys and Cahill 2017, 680). These shifts aided in
a revival of accumulation in 1982 predicated on the ‘basis of a continued fall in
real wages, and productivity-growth through the intensification of work'—‘a
downward trend in the value of labour-power (Moody 2012, 4, 23). Although
this was clearly a defeat of (and imposition on) the working class, fought in
various ways and locations, organised labour helped implement workplace
neoliberalisation. This process included the undermining of worker’s wild-
cat and unauthorised industrial actions ‘in the interests of maintaining or
re-securing the power and control of trade union leaders within and over the
institutions of organised labour’ (Humphrys and Cahill 2017, 680). As such, it
is too simple to view the unions as the victims of coercive neoliberal economic
and political developments. As Moody (2012, 24) has argued:

...the strategies of retreat that have characterised the decisions and prac-
tices of most US union-leaders since the late 1970s have failed. Chief
among these were labour-management cooperation or ‘partnership) the
near abandonment of the strike as a weapon, the mergers so common in
the 1990s, and bureaucratic re-organisation [of unions themselves].

Despite significant institutional, economic and political differences, there are
certain underlying parallels in the options pursued by the US and Australian
union leaderships from the 1970s onwards—with co-operation, concessional
bargaining, and labour de-mobilisation pursued by choice.
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It is important to reflect on the fact that the events described in this section
occurred prior to the set piece and coercive defeat of the PATCO air traffic con-
trollers by the Reagan government—which is most often singled-out as the key
labour defeat in the rise of neoliberalism in the US. In a situation suggestive of
the isolation of disputes by the ACTU in Australia, which would occur only few
years later, in 1981 the US national trade union federation the AFL-c10 failed
to mobilise behind the pATCO employees when Reagan fired over 11,000 strik-
ing union members. In refusing to widen the strike, and with members of the
International Association of Machinists crossing the picket lines of the sacked
workers, the AFL-C10 and leading unions failed to display ‘the kind of strike
solidarity necessary to meet Reagan’s existential threat’ (Early 2012). There are
clear lines of continuity in the approach of trade unions both before and after
the election of Reagan.

5 New York City Council Fiscal Crisis (1975-1981)

In the 1970s and 1980s New York experienced a significant debt crisis, in the
midst of the global economic downturn. The fiscal crisis was bought on by a
loan default in 1974 and the subsequent refusal of Washington to assist the
municipality with financial relief (Tabb 1982). Between 1975 and 1981 New
York City shed 60,000 jobs, closed health and public services, and ended free
higher education. This led to declining living standards, and reduced the wages
and conditions of public employees (Krinsky 2011, 382—383; Harvey 2005, 45).
It is often argued that these events were the first neoliberal restructuring to
take place in democratic conditions, and the ‘inaugural event in the history
of domestic neoliberal policy making in the United States’ (Krinsky 2011, 400).

Harvey (2005, 52) has stated that the location was a pioneering attempt to
force labour and labour organisation to conform to a new social order through
the disciplining of powerful municipal unions. Harvey’s approach emphasis-
es the coercive aspects of the New York City Council Fiscal Crisis, but other
authors point to a more complex interplay of force, pressure and cooperation.
Moody (2007, 42) states that the events during the fiscal crisis could not have
taken place without the cooperation of the municipal unions:

While the unions lacked the power to direct matters, they had the power
to disrupt and, thereby, influence them. At times they used that power,
but for the most part they, or at least their leaders, accepted the policy
and institutional framework proposed by business and implemented by
the state as the crisis regime.
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Krinsky has detailed how trade unions became enmeshed in the crisis response
in a number of ways. Firstly, and importantly, the unions backed away from
their militant approach to job losses and protecting living standards, and
signalled to the rank and file engaged in wildcat strikes that they would not be
supported (Krinsky 2011, 399). Secondly, organised labour invested more than
$2.5 billion of union managed pension funds in council issued bonds to prop
up fiscal viability and the ability of council to meet its payroll, ensuring that the
long-term health of union pensions was ‘entwined with concern for the long-
term health of the city’s finances’ (ibid 2011, 399). Thirdly, the unions agreed
to the establishment of an appointed financial control body—consisting of
elected officials, bureaucrats, and members from financial and nonfinancial
businesses—which had the power to ‘approve or reject municipal budgets and
to approve or reject collective bargaining agreements with the city’s unions’
(ibid 2011, 399—400). Fourthly, the Municipal Assistance Corporation Act re-
quired the council to balance their budget within three years, by 1978, and
unions acquiesced to this inclusion in law. Fifthly, in 1976 the unions and coun-
cil agreed to ‘agency shop’, meaning all employees had to pay the equivalent of
union dues, regardless of membership, and this:

...increased the unions’ treasuries at a time when they were depleted by
layoffs and attrition, and it reduced the need for union staff to collect
dues. This also meant that union staff spent less time in the field and
had less contact with the rank and file, which had been the wellspring of
public-worker militancy.

ibid 2011, 400

Krinsky has argued that the advance of neoliberalism should be understood
as a concurrent extension of corporatism. Shifts in corporatist arrangements
and relationships in the period from the 1950s to the 1970s ‘steadily detached
union leaders from their membership by disempowering them, providing the
groundwork for union cooperation in and victimisation through neoliberal
policies’ (Johnson 2011, 329). Corporatist arrangements established in the 1950s
were recast in the crisis of the 1970s—alongside neoliberalism—resulting in
their being undermined while laying the groundwork for further neoliberali-
sation from the 1990s onwards. Corporatism and neoliberalism were ‘facets
or dialectical moments in the same process, where addressing the crisis ‘pre-
served and indeed deepened the institutional outlines of pre-crisis corporat-
ism even as it recontextualised it’ (Krinsky 2011, 411—-412).

Krinsky has argued against the idea that the response to the fiscal crisis
was a singular event, but, rather, that there were strong continuities from the
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pre-crisis period. This continuity included the survival of the previous frame-
work for collective bargaining and the reinforcement of the corporatism of the
previous twenty years. Thus,

...if anything, the fiscal crisis deepened the corporatism that initially took
shape...but it also changed it by locating it among a set of assumptions
different from those that drove the expansion of local and national wel-
fare states in the post-World War 11 period’.

KRINSKY 2011, 401

The process in New York resembles the later process in Australia in some im-
portant features, in which corporatist and neoliberal features must be consid-
ered as part of a coterminal process:

1. The development of the Accord was earlier characterised as corporatism
within corporatism, in that it deepened corporatism and re-integrated
the leadership of the union movement in to the state after its exclusion
in the Fraser years. In New York, the self-activity of the labour movement
was party managed by the incorporation of the unions into decision
making and continuing their rights to collective bargaining.

2. In Australia, the introduction of compulsory superannuation created a
significant private sector capital fund, and the majority of worker’s mon-
ey was placed in funds that directly involved the trade union leadership
in management. In NYC during the fiscal crisis, labour was incorporated
into the new neoliberal direction through the tying of workers’ pension
funds to the solvency of the council. In both cases, in different ways, the
maintenance of worker’s pensions was tied directly by unions into secur-
ing new rounds of accumulation.

3.  Similar to earlier findings regarding Australia, during the NYC fiscal crisis
‘the local labour movement centralised significantly’ and through such
centralisation and bureaucratisation made ‘the threat of strike action in-
creasingly remote’ (ibid 2011, 401). During the Hawke-Keating crisis era,
the amalgamation of unions and the centralisation of industrial strategy
limited the possibility of strikes and hobbled rank and file networks.

However, the processes were also dissimilar given the nature of the crisis,

the limited location of the changes within one city, and that the process in-

volved public sector workers only. Further, the shift in Australia was achieved
through the Accord operating on more direct formal and informal levels, op-
erationalised through the historic relationship between the labour party and
the trade unions. Despite these differences, the usefulness of comparing the
fiscal crisis in New York City to the Accord is in identifying the ability of both
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governments to use corporatist institutional features (neoliberalism’s ‘others’)
in order to implement a new regime. The eventual undermining of corporat-
ism in New York, once it had outlived its usefulness, demonstrates how the use
of non-neoliberal tools was able to set the city on a path to a broader neoliberal
adjustment. An initial deepening of corporatism shifted over time to be, in
Krinksy’s (2o11) terms, a neoliberal repertoire of governance.

Tabb argued that the response to the New York Council fiscal crisis was not
fixed, and mirrored other locations where ‘conscious political decisions favour-
ing the wealthy and more powerful’ restructured cities (1982, 119). Although
Tabb argued this largely in relation to the action and decisions of elites, in is
useful to reflect on the relevance of Moody’s claim that union decisions in this
era are best understood as a strategy of ‘political choice’ by labour leaders. In
considering the wider relevance of the claim that labour made neoliberalism,
an account of the fiscal crisis attentive to the action and strategic choices of
the unions destabilises the dominant narrative—despite this location being
a touchstone in constructing the neoliberal origin story. Through this lens, the
widely acknowledged ‘inaugural’ democratic event of neoliberalism was not
a situation of crisis used in some simple sense by elites to impose neoliberal
policies, but a far more complex and longer-term shift to neoliberalism involv-
ing (in part) the incorporation of the unions into that shift through an already
existing corporatist framework.

6 Contemporary Finland

The Nordic model was constructed in Finland from the late 1950s onwards,
culminating in the late 1980s. It involved the ‘scaling of the state around the
“national” as the primary scale of political action, social life, state develop-
ment policies and political virtue’ through a corporatist focus on growth
(Ahlqvist and Moisio 2014, 27). The welfare policies of the Finnish Nordic
model were also attentive to growth, and their development involved ‘a
high degree of consensus among capital, unions and the leading political
forces about the need for a redistributive state’ (ibid 2014, 28). Although the
model was appreciably redistributive, and embedded in processes of central
planning, it was also tolerant of private enterprise and efforts to nationalise
industry were not significant. Between 1968 and 2008 social contacts were
central to economic management, and the industrial relations system was a
corporatist regime involving widespread collective bargaining (Adkins et al.
2017, 3). Incomes policy agreements were centrally managed, and covered
both wage rates and the social wage. Although the last incomes agreement
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concluded in 2006, collective agreements still cover the majority of work-
ers and ‘the social partners (trade union confederations and employers’
associations) are present in virtually all labour market policy processes’
(ibid 2017, 3).

Neoliberalisation in Finland began in the early 1990s, when ideas of com-
petition were instituted into state structures and replaced those focused on
central, national planning (Ahlqvist and Moisio 2014, 29; Kantola and Kananen
2013). In the early 2000s there was a strengthening of critiques of the national
welfare model, and more recently a new government led by Prime Minister
Juha Sipiléd has actively pursued an agenda of austerity and more intensive
neoliberal reforms. The new right-wing coalition government took office in
May 2015, led by the Centre Party (and involving the National Coalition Party
and the populist Finns Party). The recent neoliberal intensification has utilised
established corporatist processes to advance key policy transformations, in
part because (despite the neoliberalisation processes of the 1990s and 2000s)
trade unions have continued to play an influential role in shaping and contest-
ing macroeconomic policy. The neoliberal move under Sipild has more directly
confronted the question of wage levels, and in seeking their suppression drawn
the trade unions into a project of national restructuring and wage devaluation
(Adkins et al. 2017, 2).

In 2015 a new social contract was proposed as a central feature to the reform
agenda of the new Sipild government, and sought to supress labour costs by
a minimum of 5 per cent (Adkins et al. 2017, 2). Early negotiations with the
unions in May, June and December 2015 failed, as the trade unions would not
agree to the regressive wage and working conditions proposed. However, in
early 2016 the unions agreed to re-enter discussions and by February there was
a draft agreement—which was renamed the Competitiveness Pact. By Septem-
ber 2016 unions covering go per cent of workers had signed on to the social
contract. The Competitiveness Pact included:

— A wage freeze in 2017

— An annual increase in working hours by 24, without compensation

— Reduced pay for public sector employees

— A part transfer of unemployment insurance and social security contribu-
tions from employers to employees

— A decrease in employers’ health insurance contributions (Adkins et al. 2017;

Savolainen 2016).

Lisa Adkins et al. (2z017) have emphasised that the current state-led social
contact is not one where wages are being reduced through liberation from
heavy regulation, as has tended to be the characterisation, but takes the form
of an organised devaluation implemented by (and enabled through reform of)
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the state. Of course, as Panitch and this book have argued, wage suppression is
the inherent nature of social contracts more generally.

In return for agreeing to the Pact, the unions will be ‘compensated’ by
taxation cuts of €415 million and some other minor gains. The European
Foundation for the Improvement of Living and Working Conditions has ar-
gued that the ‘Competitiveness Pact is exceptional in both national and inter-
national comparisons, as it is thought there has never before been a negotiated
solution that weakens employee working conditions to this extent’ (Savolainen
2016). Unions acquiesced to government demands with very little in return,
on the basis that they believed they would achieve a better outcome inside
the reform process as opposed to fighting it—partly arguing that if they were
outside the process elements of collective bargaining may have been under
threat. As in Australia and NYC, the process has involved an initial mobilisa-
tion of corporatist processes and later an undermining of these structures as a
new neoliberalised agenda is rolled out. In the context of Peck’s articulation of
variegation, we can appreciate how neoliberalism emerging through its corpo-
ratist ‘other’ unfolds in diffuse and systematically uneven ways.

7 Conclusion

Krinsky (2011, 382) asked: ‘if paths to neoliberalism are not always sudden and
are populated by policies that are not necessarily driven by neoliberal assump-
tions’, how should we understand neoliberalism’s content and development?
This question, in light of complexities over time and geography, remains a
crucial one confronting scholars.

In analysing neoliberalism, we need to be attentive not only to the histori-
cal ‘break’ that took place with the election of particular governments, but the
level of continuity with efforts prior to its rise. The British Labour Party and
TUC social contract under Callaghan and Wilson in the UK, and trade union
strategy of concession bargaining and undermining workers’ self-activity dur-
ing the Carter era and prior, cannot be seen as wholly separate from the later
attacks on labour by Thatcher and Reagan. Similarly, Australia is not the only
location where corporatism has been entwined with neoliberalism as it ad-
vanced, as the New York City Council fiscal crisis and the current wave of neo-
liberalisation in Finland demonstrate. Corporatist structures have been key to
integrating labour into neoliberal structural adjustment on a number of occa-
sions, and each time it has been path-dependent.

In examining geographically and temporally specific instances of neoliber-
alisation, important similarities as to the role of labour have emerged. Clear-
ly these processes have differed, but in each instance labour movements or
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labour parties—and on occasion both—have been active in the advance of
neoliberalism. As an analytical frame, the claim that labour made neoliberal-
ism’ has validity beyond Australia. This prompts a re-evaluation of the forces
involved in constructing neoliberalism, to highlight locations and agents
hitherto obscured. By bringing together geographies of exception to the domi-
nant narrative (Australia, NZ and Finland) together with exemplars of it (the
UK and US), new dimensions to the ‘origins of neoliberalisation processes in
the wake of the systemic crisis of the Keynesian geoinstitutional order’ can be
revealed (Brenner, Peck and Theodore 2010: 217).

By subjecting the dominant narrative to critique for foreclosing the range
of possible experience of vanguard neoliberal restructuring, this book has also
been able to identify a series of potentially less essential features of neoliber-
alism that have been given much weight in the literature—in particular the
necessity of New Right parties and the ‘neoliberal thought collective’ (Mirows-
ki and Plehwe 2009) to implementation. Further, outcomes common to both
the ‘dominant narrative’ and Australian case examples can be accounted for,
despite the more superficial divergences between them. The common inner
logic of case examples has been drawn out and shown to underpin: widely vari-
able details regarding the political positioning of neoliberal reformers; a mix
of features imported from elsewhere and developed within a geographic loca-
tion; a differing balance between coercive and consensual methods; the use of
integrative versus exclusionary approaches to trade unions; and, importantly,
that neoliberalism was a global process from the start.

Disrupting the dominant origin story of neoliberalism’s development with
the detailed case study of Australia, and the indicative evidence regarding
NZ, the UK, the US and Finland, invites further consideration of the useful-
ness or otherwise of the prevailing account. And, in disconnecting vanguard
neoliberalism’s advance from a necessary attachment to the election of New
Right parties seeking open confrontation with labour, we are prompted to
question and investigate the role of the trade union movement and its officials
in the longer-term development of the neoliberal project. This opens up the
possibility of ‘writing in’ the more complex and diffuse ways in which in the
advance of neoliberalism has occurred—in other words, its variegation.
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Conclusion: Neoliberalism at Dusk

The neoliberal era was a defeat for labour in Australia, as it similarly was in
other advanced capitalist countries. There are important consequences, how-
ever, in the strategic choices made in a period of setback. The failure to break
with the Accord, and with the state-led neoliberal transformation implement-
ed under successive Labor Governments, has had deep consequences. The
effects are even more important to recognise given, thirty years after it was
implemented, the social contract remains lionised within large sections of the
labour movement and the academy despite its failure. We must ask why many
still assume the Accord process to be positive, given it was central to incorpo-
rating labour into neoliberal restructuring.

The examination undertaken in this book has revealed that most analysis
has used inadequate conceptual tools, which limit consideration to only the
external relations between corporatism and neoliberal restructuring. There has
also been a failure to be attentive to the antinomies and residues of the Accord
in the contemporary moment. In the twilight of neoliberalism, we can further-
more reflect on the current crises of trade unions and workplace organisation.
Understanding the complexities of neoliberalism’s origins and advance is not
simply a matter of scholarly interest; clarity on organised labour’s relationship
to neoliberalism is necessary to inform action in the here and now.

1 Internal Relations

This book commenced by reconsidering Marx’s theoretical writings on the
state and politics in light of Gramsci’s concept of the integral state. The seem-
ing tension between Marx’s emphasis on the separation and antagonism
between the state and civil society, and Gramsci’'s emphasis on their dialec-
tical unity (where civil society is integrated under the leadership of political
society), is bridged when the integral state is understood as being always nec-
essarily unstable. Civil society enwrapment is never fully realised because a
state based on an atomistic and internally divided civil society can never fully
overcome the logic of the fundamental social relations that produce those
contradictions.

In combining Marx and Gramsci’s insights with Panitch’s understanding
of corporatism, the state and political interests can be placed at the heart of
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understanding the Accord. Gramsci’s concept of the integral state both sup-
ports and extends Panitch’s analysis of corporatism, highlighting the dynamic
way in which corporatism is a distinct and concrete expression (alongside
social democracy) of how politics acts to contain initiatives from civil society.
In light of the Australian case study’s divergence from Panitch’s account of cor-
poratism, the concept of the integral state highlights how the social contract
could be used as the key method of incorporating the trade unions into a hege-
monic neoliberal project. Corporatism was used within vanguard neoliberal-
ism to overcome, partially and temporarily, state-civil society separation and
antagonism during a lengthy period of wage devaluation.

Gramsci’s concept of the integral state, as a process of political society
enwrapping and overdetermining civil society, usefully illuminates the rela-
tionship between the state, the Australian Labor Party, and the labour move-
ment. This clarifies the process of trade union incorporation into a hegemonic
neoliberal project, by highlighting how the social contract was a key element
of integral state class rule in the period. Thus, Gramsci’s theorisation can help
to locate how civil society was brought under the leadership of political society
in a particular instance of vanguard neoliberalism.

In reflection, we must ask: Why is the Accord still feted by many involved
in the ALP and trade unions? Why do most scholars assume the Accord pro-
cess to be positive, given it was central to incorporating labour into neoliberal
restructuring? And why does analysis often emphasise the social contract and
neoliberalism as contradictory and counterposed sets of ideas, policies and
processes, when they were in concord?

These problems arise because analysis tends to rest on inadequate con-
ceptual tools, which focus on the external relations between politics and
economics—on the external relations between corporatism and neoliber-
alism. In order to comprehend the complexity involved in the process of
neoliberalisation in Australia, and labour’s role within it, we must grasp the
internal relations of this moment and how the Accord functioned to enwrap
civil society (including the economy) in a state-led political economic trans-
formation. As William I Robinson (2004, 96) argues:

In the historical-materialist conception, the economic and the political
are distinct moments of the same totality; that is, they enjoy an internal
relation. An internal relation is one in which each part is constituted in
its relation to the other, so that one cannot exist without the other and
only has meaning when seen within the relation, whereas an external
relation is one in which each part has an existence independent of its
relation to each other.
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Thus, the relations between the economy and states, ‘as sets of institution-
alised class relations that adhere to those production relations), is internal (ibid
2004, 96). As a consequence—and applicable to most analysis of the relation-
ship between politics and economics as it relates to the Accord and vanguard
neoliberalism—‘the relations that come together to make up the whole get
expressed in what are taken to be its parts’ (Ollman cited in Bieler and Morton
2008, 116).

The theoretical and conceptual underpinning developed in this book as-
sists us to break through the appearance of the relationship between the
Accord and neoliberalism as exogenous, and to realise the internal connection.

2 Antinomies and Residues

This book has been, in part, an examination of labour movement strategy in
the midst of the economic crisis that ended the long boom. The concrete exam-
ination of the Accord—and the analysis of the choices made by trade unions,
the labour leadership and rank-and-file activists—contributes to debates
about: the impasse of left strategy in the early 198os; the strategic choice made
to engage in corporatist structures; the strategic choice made to not effect a
break with the Accord for fear of destabilising the ALP government; and, the
trajectory of the labour movement after the ALP lost power. This research con-
tinues the process of problematising corporatist arrangements on a Marxist
basis, begun by Panitch and others, concluding that the question of how the
state acted through the Accord—incorporating key sections of civil society
into a new hegemonic project and one that was intended to shift the balance
of class forces against labour—should give the labour movement cause for
reconsideration of the corporatist paradigm and strategy.

The process of simultaneously deepening corporatism and advancing neo-
liberalism resulted in a number of contradictions. The Accord could only be
constructed because of the centrality and strength of Australian trade unions
in social and political life, but neoliberalism—as implemented through the
social contract—contributed to their hollowing out and the retreat of the
social forces involved. The Accord disorganised the working class and the la-
bour movement, to the point where unions have manifestly been unable to
reorganise. The diminution of the strength and relevance of trade unions
means that a corporatist project, similar to that of the Accord and capable of
implementing major political and economic changes, cannot in all probability
be constructed again—despite persistent calls in recent years for just such a
state—civil society initiative.
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Worryingly, calls for a new Accord—or more broadly for Keynesian-style
corporatist arrangements—are usually made by those dissenting from neolib-
eralism and austerity, and they suggest such a ‘new’ arrangement would be an
alternative to it. This has included pleas for a ‘New New Deal’ in the US, and
for ‘radical’ co-operative action in Australia (Larkin and Goldhammer 2015;
Cazdyn and Szeman 2011; Klein and Smith 2008; Harvey 2003). Bill Shorten,
current leader of the ALP, recently addressed the John Curtin Research Centre
gala dinner to argue that:

We need business and unions and policymakers and leaders and the Par-
liament to do something drastic, something radical, something profound-
ly different that we haven't seen since the 1980s: we need to co-operate.

SHORTEN 2017

The analysis presented here demonstrates the problem of seeing state/political
society interests and civil society interests (especially those of trade unions)
as aligned. Similarly, those who argue ‘the Accord model should not be writ-
ten off for all time because it failed in inauspicious conditions’ in the midst
of economic crisis (Beggs 2015, 275), might be urged to reflect on not only the
limitations of a social contract in the midst of crisis, but also the inherent class
nature of corporatism more generally.

Further research needs to be done on corporatist-neoliberal moments, as
commenced in the previous chapter, as well as on how state-led neoliberal
restructuring created political uncertainty and engendered disharmony and
dissent in civil society (Fairbrother, Svensen, and Teicher 1997, 22—23). While
this was only raised in the briefest of terms in the introduction to this book,
it seems likely that neoliberal restructuring may have contributed to ‘anti-
politics’. Anti-politics is the ‘prevailing popular mood of detachment from and
hostility to politicians and politics, including radical politics’ (Humphrys and
Tietze 2015, 22). While the phenomenon of anti-politics predates the rise of
neoliberalism, the era of restructuring accelerated the process (Mair 2013; Hay
2007). In regards to Australia specifically, further inquiry is necessary to be
clear about: potential lines of causation between the economic changes after
1983; the process of hollowing out of support for the major political parties
and civil society groups, including trade unions; and the growth of sentiment
against politicians and political society.

One potentially fruitful line of investigation opened up by the conceptual
framework developed in this book, is how neoliberal reforms may have accel-
erated the end of the era of mass politics and revealed, once more, the tensions
of the state-civil society relationship. The contemporary crisis of politics and
rise of anti-politics may represent not a contingent break from stable politics
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undergirded by deep (mass politics) roots in society, but a return to the norm
in modern capitalist society. Gramsci showed how mass participation of civil
society individuals and groups in political activities can foster their consensual
integration and subordination under state-led national projects. But this pro-
cess of ‘hegemony’ is weakened when organic links between political society
and the state, on the one hand, and civil society on the other (i.e. the social
bases of politics), break down. In considering the antinomies of neoliberalism,
the period resolved one political-economic crisis only to deliver capitalism
into another through the form of that solution.

The contemporary period also allows us to appreciate complicated residues
of the Accord. The Australian labour movement has not ended up in an entirely
different place to the movements of other advanced capitalist countries in
certain ways (Baccaro and Howell 2011), but certain consequences specific to
that location are clear. The coterminal nature of the Accord and neoliberalism,
and the active involvement of labour, has embedded neoliberalism deeply in
the Australia political economy. Ideas of productivity and efficiency are rarely
challenged, even rhetorically, by labour leaders. Financialised pensions in the
form of superannuation have directly tied the trade union leadership, who
sit on the managing boards of the largest funds, into state and capital efforts
to secure new rounds of accumulation. And despite the deeply problematic
consequences of the Accord for trade unions, many in the labour leadership
remains deeply embedded in, and committed to, the ALP at a time when great-
er trade union independence appears essential.

3 Neoliberalism at Dusk

‘The owl of Minerva, wrote Hegel (1967, 13) ‘spreads its wings only with the
falling of the dusk’ A metaphor for philosophy and understanding, it posited
that wisdom was destined to arrive only as a historical moment recedes and
night gathers. In the twilight of neoliberalism, perhaps it is only now that
many involved in the implementation and defence of the project realise their
promise of a stable economy, together with increasing security for those at
the bottom of society, was a mirage. For orthodox economists, ‘the mid-2000s
were an occasion to celebrate economic dynamism and stability on one hand,
and the achievements of economics on the other’ (Boyer 2013, 1). Yet, the 2008
global crisis and its long tail have revealed the profoundly tenuous nature of
the project.

Although people’s experience of neoliberalism made them cognisant of its
harmful impacts as these were being wrought (Davidson 2010), the content
and trajectory of economic transformation since the end of the long boom has
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also been opaque (Plehwe 2009, 1). Some might also invoke Hegel's adage to
argue it is only now that we can distinguish clearly the complex nature of neo-
liberalism, and its diverse geographical paths. The question ‘what is (or was)
neoliberalism?’ has proven difficult to answer. This is the case for the Antipo-
des, as it is for the core capitalist economies that constructed the dominant
narrative. It is my hope that this book has advanced understandings of the
role of labour in the construction of neoliberalism, including in Australia as a
distinct national spatial outcome that is both ‘original’ and ‘(in a certain sense)
unique’ (Gramsci 1971, 240; Q14 §68).

The emphasis of the preceding analysis has necessarily fallen on the ques-
tion of labour involvement in, acquiescence to, and active construction of
neoliberalism. This is not to say that labour was the only, or even at times the
central, actor in constructing neoliberalism. Rather, it repositions our lens of
analysis to ensure we are focussed on the complexities of structural adjustment
since the end of the long boom. A focus on how labour made neoliberalism is
also attentive to the impressive adaptability and longevity of neoliberalism.
This book is not the end of the story on the question of labour and neoliberal-
ism, even in relation to Australia, but a starting point for understanding its
processes and residues. Far from simply urging criticism of organised labour, I
hope to open up discussion—in particular amongst those active in the labour
movement—as to how we deal with a central consequence of neoliberalism:
the profound disorganisation of trade unions and the working class and la-
bour’s role within that.
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Appendix A: List of Australian Governments

1972-1975
1975-1983
1983-1996
1996—2007
2007—2013
2013—

Whitlam Government (Labor Party)

Fraser Government (Liberal-Country Coalition)

Hawke and Keating Governments (Labor Party)

Howard Government (Liberal-National Coalition)

Rudd and Gillard Governments (Labor Party)

Abbott, Turnbull and Morrison Governments (Liberal-National

Coalition)

Appendix B: Timeline of Predecessors to the AMwuU

Union Name Notes
1852/1905  Amalgamated Society First meeting of Sydney Branch, on the im-
of Engineers (Branch of ~ migrant vessel Frances Walker, in Sydney
the British Union) Harbour in October 1852. Registered for
the first time in 1905, under Common-
wealth law.
1921 Amalgamated Engineer- Name change to more accurately reflect its
ing Union (Australian association with the British AEU.
Section) (AEU AUS)
1938 Amalgamated Engineer-  Deregistered February 1938 but another
ing Union (Australian union, with the same name, formed later
Section) (AEU AUS) that year.
1969 Amalgamated Engineer-  Separation from the British organisation
ing Union (AEU)
1972/1973  Amalgamated Metal Amalgamation of the Australian Engi-
Workers’ Union (AMwU) neering Union, the Sheet Metal Workers’
Union (q.v.), the Boilermakers’ and Black-
smiths’ Society (q.v.), Federated Jewellers’
Watchmakers’ & Allied Trades Union of
Australia.
1976 Amalgamated Metal Amalgamation of AMwU and the Feder-

Workers’ & Shipwrights’
Union (AMWSU)

ated Shipwrights & Ship Constructors
Association of Australia.



232

APPENDICES

Union Name Notes

1983 Amalgamated Metals Amalgamation of AMSwU and Federated
Foundry and Ship- Moulders’ (Metals) Union of Aust. (q.v.).
wrights’ Union (AMFSU)

1985 Reverted to the name
Amalgamated Metal
Workers’ Union (AMWU)

1991 Metals & Engineering Amalgamation with Association of
Workers’ Union (MEwWU) Draughting Supervisory & Technical

Employees (ADSTE)

1993 Automotive Metals Amalgamation with Vehicle Builders’
and Engineering Union ~ Employees Federation of Australia (VBEF)
(AMEU)

1994 Automotive, Food, Met-  Amalgamation with Confectionery
als & Engineering Union Workers’ & Food Preservers’ Union
(AFMEU) (cFPWU)
Automotive, Food, Amalgamation with the Printing and
Metals, Engineering, Kindred Industries Union (PKIU)
Printing and Kindred
Industries Union
(AFMEPKIU)

1995 Australian Manufac- Metal and Engineering Division

turing Workers’ Union
(aMwU)

Note: Amalgamations other than those listed have occurred. This simplified version focuses on

key amalgamations from 1972 onwards.

Source: Constructed from materials at the Noel Butlin Archives.
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