NOTES ON THE AUSTRALIAN UNIVERSITIES’ NEEDS

‘Knowledge nation’ is an engaging new vision if knowledge is taken to include imagination, moral reflection, arts and mental recreations, diverse & selective ways of understanding the world & one another, as well as facts & figures & competence with IT.

New knowledge seems likely to reduce, replace or change more production jobs than final goods and services (though some of both). It has been reducing employment in manufacturing and the proportion of national income spent on manufactured goods. But it has not been reducing the quantity of manufactured goods that we buy or the importance of their effects on our quality of life, terms of trade or balance of payments. Ditto agriculture. ‘Post-Fordist’ talk should not lead us to belittle or neglect those basic industries as out-of-date, unimportant or best left to global market forces. Farmed, mined and manufactured goods continue to have powerful effects on our productive capacity and trade and payments. One effect of the price changes in favor of manufactured and constructed goods would have made it even easier than we had made it already for Australian households to own well-equipped houses, gardens and transport. That offers more households wider choices & possibilities of producing more goods & services & recreations for themselves and their local communities than comparable households in many countries with comparable GDP can do. It is a supplement to Australian income and equality which too few economists try to measure. (Snooks, and in some respects Ian Castles, are honorable exceptions, and there are others.) But the benign changes which technical advance has brought to the range and prices of houses and household equipment have been brutally countered, especially for the poorer third or so of our households, by the malign financial revolution at the heart of our bipartisan economic strategy since the 1980s. 

As productivity rises in manufacturing and some services, price relations change between those and the old and new labor-intensive services. Some demand shifts toward the high productivity, jobless growth sectors. Technical advances bring changing skills and locations to some industries, adding strands of technological and transitional unemployment. Full employment is accordingly harder to maintain, and harder still if freer trade displaces some  local tradeable output by imports. ‘Old Left’ critics are quite right to identify & condemn the ‘eco-rationalist’ versions of neoclassical theory & policy which contribute to what it becomes fair to call deliberate (rather than ‘natural’) unemployment. But they should not ascribe the whole disturbance of employment to that one cause, or expect that a return to 1960s policies of trade and financial protection and Keynesian policy would wholly restore 1960s employment. It would certainly help, but some new technically-based difficulties would remain, and call for new therapy.

Add environmental considerations, and the case for expanding scientifically helpful, materially harmless and humanly enjoyable employment in the ‘knowledgeable’ labor-intensive occupations is strong. Of course such policy needs to discriminate. (Bedmakers, receptionists and hotel managers don’t all need Ph.Ds in Hospitality, etc..) But the good reasons for expanding and improving education and research are nonetheless obvious and strong. 

Subject to the purposes and values in the surrounding culture, they are a main source of much of the skill and much of the will we need if we are to understand and contend with our new economic and environmental  problems. The humanities and social sciences can be as helpful as the natural sciences in those fields, which pose relentless questions of local, global and generational equity and obligation.

So with much else in our social life. A recent article (cited because one of our children wrote it ( favoritism rules!) traced from the twelfth through the fourteenth centuries some effects of the wider use of writing on the development of English law. There were also other effects. The invention of the optical lens increased the numbers of people who could read and the years of life through which they could read. Writing, capacities to read and the development of bigger estates allowed the invention of the serious farm accounting which did so much for farming technique that it doubled the output per acre of Western Europe through the twelfth century. Richard Southern, mediaeval historian, enjoys telling economists who believe that they alone understand productive motivation that the developments in writing, optics, farm size and farm productivity were all done by men sworn for life to poverty, chastity and obedience. Multiply such revolutions, diversely motivated and inextricably technical and social and political, for the rich countries’ history ever since.

The ‘knowledge industries’ are thus at the heart of our capacity for economic growth, change, and eventually perhaps some switch from ‘growth regardless’ to prudent frugality. Without any green concerns Keynes expected trouble if we ever beat scarcity. A dozen researchers from Hirsch and Scitovsky to Robert Lane report that since the rich countries did beat it (mid 20th century?) further growth has tended, at least in the US, to be accompanied by rising insecurity & anxieties & inequalities and has not increased the sum of happiness. Whether from green concerns or for other good reasons, it may be useful to have some people thinking about possible institutional arrangements for a mature economy, meaning one which no longer wants, or no longer dares, to increase its material ‘throughput’ per head. Different cultures may need to find different approaches to that. Peaceful multicultural Australia might not be the worst at it. But it needs some fundamental thought about our nature, as well as practical institutional adaptation and invention. Southern argues persuasively that a main aid to understanding the potential capacities and incapacities of human nature & organization is knowledge of as much as possible of the range of human social and institutional experiment and experience – past and present, here and elsewhere, rich and poor, etc. All respectable political and administrative and economic authorities are warning us insistently that we are in process of headlong change of unprecedented uncertainty and complexity. Why are they therefore shrivelling school and university allocations to the only discipline that studies such processes, and knows most about the traps and difficulties and uncertainties of explaining how and why they happen as they do?

Besides their instrumental uses, many elements of scientific and social thought and education can simply enrich human experience: what each of us can do with our lives, and enjoy in the company we keep and in the world around us.

Finally (without prejudice to the welcome movement for lifelong education) the formative experience of children and young adults through school and university can be anywhere from marvellous through tedious to terrible. What it offers to students’ individual and social experience of those critical years of life, as well as to their intellectual development, deserves more attention than it usually gets from economic rationalists. 

University dilemmas

Under this heading I have only one theme. It is inspired by anxiety about the  possible role of the new University Quality Control body.

The government of nearly every inventive or intrinsically controversial occupation presents (among others) a particular dilemma. Arrangements which will most surely prevent bad work will unavoidably hinder some of the best work. Arrangements which will elicit the best will unavoidably allow some sloth or bad work. The kind and severity of the dilemma vary with the nature and detail of the work. Careful thought can reduce some of the conflicts, though rarely all of them. The work of the disciplines I know best is intrinsically controversial in the sense that it is necessarily shaped by values and social purposes many of which are disagreed within the discipline just as they are in the surrounding society. Social scientists can and should be as careful as any other professionals about the truth of their facts. But they have to explore such complicated, interdependent webs of activity that their concepts, questions and causal analyses have to be selected in the light of their intrinsically controversial purposes. There is no way to insulate important technical parts of the work from those disagreements. But in well-intentioned efforts to arrive at strictly objective judgments of such work, our authorities may be approaching a third relation to the best work/bad work dilemma. Rules designed to elicit the best or rules designed to prevent the worst are each likely, if we are not careful, to elicit a good deal of mediocre work.

Academics of all ages are being required to publish regularly. Two papers a year in refereed journals is widely thought to be about right. The pressure to conform is intensifying with steady reductions in funds per student. Deans want vacancies filled by the youngest (cheapest) candidates, who in turn are driven to publish just when the same de-funding is increasing the amount and threatening the quality of the teaching which the academics must also do. Canberra measures each institution’s research output and adjusts its research funds accordingly. Research grants require that there be a plan and timetable of proposed work, and punctual completion. Rules of thumb distinguish work that is worth having from work that is not, and need not even be read to decide that it is not. Newspaper and magazine articles and broadcasts are not. Self-published or self-subsidized works are not. Working papers are not. (I know of one that is not, though it was commissioned & published by the UN department which paid its author $15,000 for it.) Most work published by university departments and faculties rather than by commercial publishers is not. Most literary and artistic work is not, even if literature or art are what the authors teach. Textbooks are not. But two articles a year, however mediocre the articles or the referees who approve them or the journals which publish them, will get you your tenure and your first promotion in due course. For higher promotions or appointments or major research grants, the quantitative count may need to be supplemented by judgments from “international” referees, i.e. academics in universities outside Australia. If you happen to write about Australian subjects whose natural publishers are Australian, hard luck.

There are obvious reasons why these are destructive rules for many scholars. 

Though the purpose is to judge quality the measures are almost entirely quantitative. The only exception is that the published work has to be approved by referees. That can block controversial work, however original, with which the referees disagree. Second (as an argument which many peer-reviewers would disapprove) I think it wrong and often quite destructive to require academics in intrinsically controversial humanities and social sciences to publish regularly from the year they begin to teach. Much of the research worth doing in those disciplines poses difficult questions of causal analysis and policy assessment in complex past or present societies, each with uniquely complicated culture and institutions, and (for much original work) difficult problems of selection, conceptualization, and counter-factual causal imagination. Beginners are not only inexperienced with much to learn about their chosen fields. They are also at an age when many can teach with special rapport with their pupils, but may need to read widely in their fields to inform and enrich their teaching, with ultimate benefit to their research as well. They ought also to have time, if inclined, to marry, bring up children, and enjoy those precious decades of life outside their work as well as within it. Very few of the memorable, influential history books that have influenced people’s understanding of their own or other societies have been written by people who published anything at all, let alone anything memorable, under forty. John La Nauze, historian of our federation and head of distinguished departments at Melbourne and ANU, recommended that his colleagues do no serious research, except as needed for their teaching, until their kids had grown up.

There are also two-way risks with pay and tenure. In my experience most of the best work in the controversial disciplines is done by people  attracted to the work by its interest and challenge, and often by the good they hope it will do for the world. They also want to be respected for it and paid the rate for the job. But I guess that most would work with less joy or originality or intellectual ambition or daring or single-minded attention if year by year their pay and tenure depended on working to a schedule of ‘research output’ that took no account of the size or difficulty or interest of the tasks they chose.  It is a classic case of the better work/worse work dilemma. Efforts to replace the best researchers’ own incentives seem likely to do more harm than good to their work.

That reflects experience in history, geography, political science, sociology, and some branches of the study of language, literature and other arts. For all I know, it may be wildly wrong about work in logic, mathematics and natural sciences in which great work has been done by young people. There are strong grounds for believing that more harm than good is likely to be done by any regime which (1) applies uniform rules across all the disciplines, and (2) tries to replace whatever passions and ambitions would otherwise drive the work with incentives irrelevant to the work, such as job insecurity or strong financial incentives applied with uniformly short horizons.

Teachers’ confidence and performance need some of the same freedom as research does. Individual character and method contribute something to the quality of most teachers’ relations with their pupils, who also vary widely in the kinds of teaching they find most helpful. Teachers can often learn from pupils’ open or anonymous responses to their methods. Some invite colleagues to hear and criticize their lectures, just as many ask colleagues to help with their research. It is bad that pupils should have to suffer bad teaching, and some general rules are justified. Teachers should solicit anonymous judgments from their pupils. They should arrange blind double marking of work whose quality determines important steps in students’ progress and final classification. But like good thought and writing, good teaching in the controversial disciplines can’t usually be achieved by enforcing uniform methods all over.

Finally, another consideration which is similarly unhelpful in that it does not translate simply into institutional practice: In all these fields the quality of the people who are appointed, and of the work they do, must depend among other things on the skill and intent of those who choose and appoint them, and provide whatever resources they need. That skill and intent can be self-perpetuating: departments full of ability and good spirit tend to appoint their own kind if they can. Mediocre or soured or bullied departments, or those whose members must compete with each other and with any newcomers for limited resources & promotions, have sometimes arranged to appoint newcomers whose talents they need not fear. There are also exceptions to both those patterns ( quarrelsome departments of able people, mediocre departments intent on improvement. But where bad departments need remedial action it should not be action which diminishes the good ones’ independence. Cost-cutting need not always reduce academic independence but it often does so. I know departments in three continents which can’t appoint their preferred candidates because of rigid limits on the age or seniority they are allowed to hire, or because they are not allowed to adapt the curriculum to the talents offering. Above all, equal opportunity rules tend to work against good candidates with non-standard careers – they ‘wasted’ years in other occupations or at home with children, they took up the discipline late in life, they are brilliant teachers but don’t research, they have exerted big and welcome public influence but have done it through non-academic activities or publications, and so on. It may seem unhelpful or vacuous to ask that universities have their necessary judgments of staff and students’ work and potentiality done by the best judges they have, or can consult. But it beats objective, quantitative, rule-bound substitutes for judgment often enough to make it the preferable risk in most cases.

As a final nuisance for the arbiters of academic government, universities which are governed from the top down include all kinds from the best to the worst. So do fully collegiate self-governing universities. No universally best distribution of bureaucratic or collegiate power can by itself guarantee excellence. My own prejudice is for publicly funded universities required to offer free education to most categories of students, but with considerable freedom to do it as they judge best ( and for similar independence for faculties and departments within them. Such freedoms need to  be accompanied by  provisions for strong independent investigation and (if recommended) forcible reconstruction at irregular but long intervals. Even then, Parliament or the University Council or the responsible Faculty Board can of course appoint unsuitable investigators and foolishly accept their advice. Unhappily there’s no institutional distribution of power which can guarantee good performance regardless of the quality of the people in it.

Controversial conclusions:

Australian universities and research institutions should have greater independence than they have now. Institutions designed & peopled by folk as like as possible to Peter Karmel should conduct most of the universities’ relations with government. The Australian universities should be returned to roughly their staffing-per-student and their self-governing discretions of 1960-80. The junior levels of academic pay should be improved. I doubt if there are good reasons for paying anyone, Deans and Vice Chancellors included, more than 25 or at most 50 per cent more than full Professors.

The good work/bad work dilemmas should mostly be met with quite a strong bias in favor of the risks that go with eliciting the best performance. Much of that performance is encouraged by secure long-term employment, with fairly predictable steps of pay and promotion, rather than by insecurity, steep pay differentials or quantitative requirements of research output. Some people will abuse such a tolerant regime by sloth or indifferent work, and mistaken appointments will waste good opportunities on some unsuitable people. But if you act to make those mistakes impossible or correct them as soon as they appear you will have to sack Trevor Wilson for non-performance four or five ‘unproductive’ years into the ten he spends researching and writing his Myriad Faces of War. You will not hire the 51-year-old school teacher, sacked from two schools already, with a second class degree and no more than a couple of articles in print, who turns out to be George Rude, whose work is soon afterwards in print in ten languages. And you won’t appoint a professor of maths and physics aged 23, or allow outrageous favoritism to admit his clever son to undergraduate study at age 14. Thus you will deprive Australia of its first two Nobel prizewinners. Overall I think the risks of eliciting the best are the least destructive of the alternative risks, and worth their occasional costs.

I don’t believe this is an elitist argument in the usual pejorative meaning. Academics of average talent tend to respond best to considerable freedom and trust, just as the ablest of them tend to do. People who work best to strict rule and respond best to short-term financial incentives tend to choose other occupations.

But politicians can’t be expected to finance much serious improvement of Australia’s knowledge industries and intellectual capital unless they first radically reform the national financial system and the politics of taxation. And they can’t be expected to do that until there are radical changes in prevailing beliefs, above all the beliefs of a majority of professional economists, about our public and private economic activity and its necessary government. That is urgent knowledge business, and a condition of improving much of the rest of it. A list follows of some helpful recent books.

________________________

The following are recent, readable books which may help policy-makers and interested citizens to arrive at sensible Australian policies.

(((((
First, general works, including (because of the scope and the importance of their subject) books about employment and unemployment:

John Langmore and John Quiggin, Work for All: Full Employment in the Nineties, Melbourne University Press 1994, is still in my opinion as sure-footed as the best of its successors.. Its incessant emphasis is on increasing tax revenue and labor-intensive public services, especially in education, as necessary conditions of full employment, and desirable for other reasons too. Its broad concerns continue, reinforced by seven more years’ experience of neoliberal policy, in (
Frank Stilwell, Changing Track: A new political economic direction for Australia, Sydney: Pluto Press, 2000. Stilwell leads the design and teaching of the notable political economy syllabus at Sydney University. He has always mixed that with practical policy concerns, especially with urban and regional economics. Here on a broader front he proposes an Australian strategy ‘as if people and nature mattered’, concerned as much with new and future problems as with traditional ones. He would not appease the globalisers, or combat their ill effects by welfare means alone. A final chapter lists some of the items which deserve continuous public attention and government action in the revitalised social democracy he hopes for:

(  the redistribution of work and working time;


(  the revitalisation of the public sector;


(  the development of a national investment fund;


(  the promotion of a ‘high road’ for industry development;


   based on education, skill and innovation;

(  the fostering of regionally focused industry clusters; 

(  the development of a more equitable incomes policy;

(  the introduction of a guaranteed annual income scheme to  underpin an overhaul of the welfare and taxation system;

(  other tax reforms designed to curb speculation and produce a more equitable distribution of post-tax incomes;

(  policies to deal with the inefficiencies and inequities associated with private land ownership;

(  urban policies and decentralisation strategies to foster more balanced patterns of spatial development;

(  a new system of regional government;

(  restructuring of industries, patterns of housing and transport in the cities to achieve more socially and ecologically sustainable outcomes;

(  a new system of ‘accounting’ for economic and social progress.

He expects local and global opposition ( and counter-attack ( to most of  those initiatives. His concluding pages (295-8) are a thoughtful essay on the likely forms of those conflicts, and their possible outcomes.


Stilwell contributed an interesting article, Hire Education, to Eureka Street, 8-1, January 1988.

Stephen Bell, Ungoverning the Australian Economy: The political economy of Australian economic policy, Cambridge 2000, has not much to say about research & education, but is one of the two most comprehensive practical and philosophical attacks on prevailing  neo-liberal theory, policy and performance .

Bell also edited The Unemployment Crisis in Australia: Which way out?, Cambridge 2000. Among distinguished Keynesian contributors, J. W. Neville, in Chapter 7, Can Keynesian Policies Stimulate Growth in Output and Employment? (pp.149-74) disposes of various  anti-Keynesian objections, recommends Keynesian policies to raise the rate of growth of output and employment, but insists that to be fully effective there should also be (

( an effective incomes policy

( substantially expanded and better-designed labour market 

( higher public spending and investment especially on economic 

  infrastructure, education, training and labour-market programs    and on labour-intensive socially useful community services



( an equally large or even larger increase in tax revenue



( measures to increase savings in the private sector



( measures to increase net exports.

In Chapter 3 (pp. 49-87) W. F. Mitchell  explores The Causes of Unemployment . He dismisses the orthodox party’s main candidates, and explores theoretical claims and practical evidence for some changing relations through recent decades between the growth of productivity, output, sectoral and aggregate demand, and unemployment. It is as ambitious and detailed a discussion of its subject as I have come across, worth reading as an account of its complexity. I don’t think he understands some of the philosophical and selective problems of causal explanation as well as the task requires – but he reaches the simple conclusion, with which Quiggin and some other contributors to the collection agree, that ‘the main solution to unemployment is to use government to help stimulate the economy and to act as an employer’.

Paul Boreham, Geoff Dow and Martin Leet wrote Room to manoeuvre: poliical aspects of full employment, Melbourne University Press, 1999. They find the politics of employment more complex and difficult to understand than the economics of it: unemployment would be easy to fix, and full employment not too hard to sustain, if we could only fix the politics. With helpful grants and assistants they put together ‘a major comparative time-series database covering sixteen countries for the period 1969(94. The variables include all major economic aggregates, detailed employment and unemployment data, and constructed variables reflecting the major institutional configurations for the formulation of economic and employment policy for each country for each year.’  Reasoning from that and other sources they offer ‘answers to the questions: How have some countries been able to maintain low rates of unemployment while others with similar economic and social structures have performed badly? Which policies and strategies for full employment have worked and which have failed? Why have some governments surrendered to the view that they have lost sovereignty and the national ability to develop unorthodox policies while others have not?  Is it reasonable or possible for governments to assert political capacities in the face of increasing global pressure to conform to an international policy orthodoxy? Who gains from the present policy impasse?’


That from the preface. From p. 197-9, with a regrettably bulbous second sentence:


‘The evidence of the past twenty-five years . . . reveals relationships that render contemporary mature economies distinctive.

The repudiation of previously imagined relationships means that these economies may be commensurately impenetrable to the gaze of economics. More liberalization implies worse, not better performance; governance needs to be more sophisticated, not more minimalist; taxes need to be higher, not lower; state capacities need to be enhanced, not hollowed out; wages probably ought to be rigid rather than flexible. The costs of public provision will remain high and defensible rather than an eradicable impost onto costs to consumers or taxpayers. In the face of globalization, nations are entitled to retain as much national capacity as possible. . . . Our main contention [is] that policy matters; it can be seen that political responsibilities will become both more necessary and more costly in all advanced economies.’


One of the three authors had a degree in economics, since overlaid by other qualifications. Whether his original expertise helped or hindered the trio is not disclosed. But I can’t resist one more quotation, which I confirm from having known some of the best of its subjects: Keynes was one of -

‘a class of intellectuals, often without formal training, who were able to carry the full employment project to the point where public efforts to create appropriate national and international institutions based on common sense rather than liberal doctrine were successful. Full employment cannot be achieved through proxy goals such as growth, low inflation, international harmonization, deregulation or the removal of rigidities. A full-employment economy brings about efficiencies rather than the other way around, but it also allows the political process to retain such inefficient and unproductive activities as it deems desirable. This policy goal is more legitimate than the tried and disproven neo-liberal insistence on flexibility.’ [p.180]

There is an extraordinary contrast between the ferocity with which the next book on the list agrees with most of what this one says about government’s economic role, but damns most of what it says or implies about wages and conditions of work.

Peter Brain, Beyond Meltdown: The global battle for sustained growth Melbourne: Scribe 1999. The author is Australia’s surest forecaster for decades past, in the institute once led by Ronald Henderson, which removed itself from Melbourne University to avoid orthodox takeover and has prospered as an independent researcher and consultant since. This book is about global problems as Brain understands them; only three of its chapters focus on Australia. He is an expert enemy of neo-liberal theory and practice. He would have us rebuild a big, secure, brainy and public-spirited public service. Government should offer a range of strong aids and securities to selected growth industries. It should discipline the financial system as severely as ever Nugget Coombs did, though differently in detail. 

There Brain’s affinity with the Left ends. He supports nearly everything the neo-liberals/economic rationalists want to do to the labour market:

(F)ull-time employment of the traditional type will be even harder to achieve in the future, as a result of the intensification of the globalisation process that will flow from the Asian meltdown, the relentless acceleration in the rate of adoption of the knowledge industry model, and Australia’s small scale. Increasingly, full-time employment will come about by employees having a portfolio of casual and part-time jobs with a range of employers. In this context, and given the country’s history and political culture, the only labour-market model that will work for Australia will be a flexible version of the neo-liberal ideal, albeit with protection to avoid exploitation. (p. 228)


Thus he wants a distinctly Australian strategy for our particular situation, but not one that ‘makes the economy do as much as possible of the welfare’. He says he wants to reduce inequality and improve most low Australian incomes by contriving growth and low unemployment, and by shifting a good deal of income downward to ‘level up’ the income of poorer households. But he opposes most of the regulatory and union-bargained means of doing that through wages, and refers instead ( all too vaguely – to ‘tax and welfare’ policies, without suggesting  actual means of ‘avoiding exploitation’ and without any discussion of the standard dilemmas of welfare income transfers. A hostile critic could notice that most known means of government or unions protecting workers from employers are dismissed as undesirable ‘distributive coalitions’, while none of the means by which employers, share-owners or company directors cooperate to enrich themselves are so identified.

 Brain wants strict free trade in goods and labour for reasons his book does not seem to me to make clear, or to reconcile with his respect for Asian governments in the years when they used their financial controls as quite drastic trade controls. He wants a substantial reduction of Australian inequalities but –except for ‘full employment’ of an anxious, insecure kind for most workers ( he nowhere explains how he hopes to achieve it through wage levels, taxation or welfare measures. 

So I don’t want him as Prime Minister or Treasurer, but the book is valuable for a number of reasons. Its critique of much of the neo-liberal faith is partly original and wholly effective. Conservative or middle-of-the-road readers won’t dismiss it as coming from the Left or more concerned with redistributing wealth than with generating it. More than any other, it attacks the neo-liberal faith in its own terms, as unlikely to serve its own professed purposes of national wealth and growth. It is specially valuable for its account of the positive things which government can do for national economic development, and for its understanding that national capacities and situations differ, and so therefore should national economic strategies.

Bargaining and regulation of wages and conditions of work:

Without naming Brain or his book, which had not appeared when they went to press, contributors to Sue Richardson (ed.) Reshaping the Labour Market: Regulation, Efficiency and Equality in Australia, Cambridge 1999, argue strongly against Brain’s and the neoliberals’ view of the labour market. The chapters open with handy summaries of argument, and relate their  reasoning to substantial statistical information. The Australian care for wage levels and relativities appears to have done little or no harm to levels of employment and unemployment. Better educated workers tend to beat less educated workers for whatever jobs there are; but educating the unemployed does very little to reduce unemployment, though it may serve other good purposes. The opening summary of Bob Gregory’s, Eva Klug’s and Yew May Martin’s final chapter sketches the scope of the book, and one of its most important conclusions:

The first six chapters have examined the arguments for regulation of the labour market, the consequences of regulation, the effectiveness of regulation and an alternative strategy for generating adequate incomes for the low-paid. This chapter considers whether the well-being of vulnerable workers can be adequately protected, not by regulation of the conditions of employment but by the provisions of the welfare system. It concludes that regulation of the labour market and the design and generosity of the social welfare system are intimately related, and that the dismantling of the former would lead inexorably to the undermining of the latter.

Privatisation

One effect of privatisation has not attracted the criticism it deserves where the privatised services employ low or medium skilled labour. Local government rubbish removal and recycling, public gardening, street-cleaning and building cleaning and maintenance are examples. Their nature allows stable public employment, adapting without much difficulty to any changing technology. Where privatisation cuts costs (whether for the public or for the contractor’s benefit) it usually does so at the expense of the workers’ pay, security, numbers, or all three. In under-employed societies there is a double case for treasuring and continuing stable employment on fair terms for low-skilled people wherever possible. First, it helps such people. Second, the advertised gains of replacing them never count the welfare costs of the accretions of unemployment and insecurity which the change occasions. In some higher-skilled services there are other considerations. I think (for example) that the  original UK national health service contrived better incentives for doctors, fairer to them and to their patients, than wholly private medical service could do. (This is not a categorical case for public medicine – some public schemes have some bad incentive effects.) My general point is that the effects of privatisation on the amount, pay and security of the workers concerned has not had as much attention as it deserves. This may  be partly because the criticism of its public financial effects is in many cases sufficient to discredit it, without prompting suspicions of sloth or feather-bedding of public employees.

John Quiggin has been an effective critic of various privatisations, for example in Does privatisation pay ?, discussion paper No. 2 of the Australia Institute, 1994, and with John Spoehr, ETSA and the Privatisation Panacea in John Spoehr (ed.)Beyond the Contract State, Wakefield Press, 1999. 

The most comprehensive and absolutely competent attack is Bob Walker and Betty Con Walker, Privatisation: Sell off or sell out: The Australian experience, ABC Books, 2000. Part of its strengh is in the respectability of its authors. One is a third-generation chartered accountant, lately chair of the Australian Shareholders Association and of the New South Wales Council on the Cost of Government, now Professor of Accounting at the University of New South Wales. The other is an orthodox-educated economist who has worked in private industry, the NSW Premier’s Department and the NSW Treasury. Having read the book from cover to cover I can’t better its cover blurb as an account of it:

‘[P]rivatisation, in its various forms, is leading to an erosion of public accountability and, by default, a radical change in the role of government in Australia. The authors believe that there is merit in privatising certain government activities. But they have severe reservations about how privatisation has proceeded without detailed and critical analysis of:

(  financial implications of selling off government enterprises

(  deals worth billions of dollars without parliamentary or public scrutiny

(  economic ‘thinktanks’ using flawed assessments of the performance of government enterprises because of unusual accounting methods

(  new financing schemes which obscure the financial exposure of governments

(  impact on the quality of services provided to the community

Rather, the debates about privatisation have been based on rhetoric, sloganeering and flawed financial analysis.  Misleading descriptions of benefits, like preservation of credit ratings and reduction of debt and interest costs, have been repeated uncritically by consultants, public servants, politicians and the financial press.

This book challenges bureaucrats to improve public sector financial administration and asks parliaments to establish accountability arrangements that fit contemporary conditions. Above all, it asks politicians to address the major question: what should governments do?’

All that without even mentioning the unspoken, profligate purpose of spending capital to defer - for an election or two - raising revenue for necessary public purposes.

Education

Kevin Andrews and Michelle Curtis, Changing Australia: Social, cultural and economic trends shaping the nation  is a helpful collection of stats and simple explanations of their implications, for the last sixty years of Australian development. Includes nine pages [80-88] on education.

Robert Hattam, research manager for the Flinders Institute for the Study of Teaching, follows a hostile account of current national schools policy with an unusually long & thorough list of references, in School Reform and Howard’s Way: Running away from a socially just future inJohn Spoehr (ed.) Beyond the Contract State, Wakefield Press 1999. 

Rob White, Schooling with a future? In the ACOSS journal Just Policy, 5, February 1996, is a broad attack on effects of economic rationalism on the schooling especially of children from poorer households.

Patrick Troy (ed.) Equity, environment, efficiency Ethics & economics in urban Australia was a farewell volume to Max Neutze. It has very little directly about education, except incidentally in discussions of locational disadvantage.  It is on this list because  of its general quality. If it needs an excuse, education does appear in a couple of characteristic sentences of Max’s, written just before he died. He always identified himself as ‘a neoclassical economist’ – but if he was, he was a fine internal critic, and a cool and scholarly one. From pp. 200-1: ‘As Alfred Marshall, who published the first edition of his Principles of Economics in1890, points out, “free human beings are not brought up to their work on the same principles as a machine, a horse or a slave”. Except under conditions of slavery, there is no market relationship between the cost of producing labour – having children, nurturing and educating them - and the price (wage) at which labour can be sold.”’  An elegant attack follows on the different uses which neoclassics make of their law of diminishing marginal utility when explaining demand for particular goods, but not the merits of redistributing income from richer to poorer.

On the need for economic strategies to fit their local circumstances rather than universal theoretical prescriptions, and on some other subjects of this paper, there is argument in Hugh Stretton, Economics: A new introduction, Pluto Press (London & Virginia) and UNSW Press (Sydney), 1999. But this note on recent books is itself risking diminishing marginal utility, so should cease at last.

Hugh Stretton

21 March 2001 
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