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T
he meaning of this US 
presidential election will 
be picked over for decades. 
But time is a luxury in 

politics. Australia’s political class 
is right now trying to draw some 
lessons from Donald Trump’s 
unexpected victory. 

Bill Shorten was first out of the 
blocks, targeting skilled migration 
and the 457 visa scheme with what 
he calls an ‘aggressive Australia 
First’ policy. For Labor, Trump’s 
win is a sign that the Democrats had 
forgotten their traditional blue collar 
workers, who feel threatened by 
foreign workers. 

Prime Minister Malcolm 
Turnbull found a different lesson. 
Turnbull told the ABC’s 7.30 that the 
election vindicated his government’s 
focus on ‘jobs and growth’—‘One 
of his compelling arguments to 
many Americans was that he was 
going to make America great again, 
he was going to do that by driving 
economic growth’.

There’s enough in every 
election carnival for analysts to 
draw whatever lessons they like. 
And, while Trump was a strange 
and unconventional candidate, 
it’s always easy to overstate the 
possibilities of political and 
ideological realignment. 

The fact is that the United States 
is now being led by a Republican 
president with a Republican majority 
in the House of Representatives and 
the Senate. Yes, the US President has 
a great deal of power—even more 
now thanks to Barack Obama’s 
steady accumulation of presidential 
discretionary power. But whatever 

Trump does will be restrained by 
a Republican legislature that won 
their seats in their own right, on 
traditionally Republican platforms.

As the IPA’s Scott Hargreaves 
and Daniel Wild write in the 
cover story of the IPA Review, 
that presents both challenges and 
opportunities for Australia. Trump’s 
highly publicised antipathy to free 
trade throws the Trans-Pacific 
Partnership back to the drawing 
board. If he follows through with 
tariffs on Chinese goods, a resulting 
protectionist surge would be 
very bad for the world economy. 
Australia benefits from the liberal 
world order as much as any country. 

But the more classically free 
market Republican policies that 
Trump took to the election are 
where the opportunity of a Trump 
administration lies.

The election has already 
spiked any hope on the left that 
the United States will embrace 
the sort of harmful carbon tax 
that was introduced and repealed 
in Australia. Trump promises a 
substantial deregulatory agenda. 
The Washington-based Competitive 
Enterprise Institute has found 
that red tape costs the American 
economy $1.885 trillion a year. And 
Trump is offering tax cuts—both 
personal income tax cuts and a 
dramatic reduction in the federal 
corporate income tax rate, from 35 
per cent, to 15 per cent.

A corporate tax reduction 
like that would be a geopolitical 
game-changer. The effect on the 
American business climate would 
be enormous. The effect on the 
global economy would be even 
more dramatic. 

The United States is the largest 
economy in the world (depending 
on how much you trust Chinese 
economic statistics). Trump’s 
plan would put the United States 
in the same category as so-called 
'tax havens' like Georgia (with a 
corporate tax rate of 15 per cent), 
Ireland (12.5 per cent) and Macao 
(12 per cent). 

It is not hard to foresee any such 
change precipitating economic 
upheaval globally—pushing other 
countries to reduce their rates. 
Ireland, with its population of four 
and a half million, has an outsized 
global economic profile because 
of its low corporate tax rate and 
friendly business climate. As the 
Cato Institute’s Dan Mitchell points 
out, the corporate tax cut is the 
'crown jewel' of Trump’s plan. It 
could be revolutionary.

Australian politics has been 
at a stalemate since the Coalition 
scraped narrowly into power in the 
2016 federal election. The cause 
of economic reform has been at a 
stalement for much longer than 
that. A Trump administration 
could be the spark Australian 
efforts require. 

It is not often understood 
that economic reform is a global 
program. Governments of left and 
right in the 1980s engaged in much 
the same programs of deregulation 
as they strove to attract capital from 
their reforming competitors. 

Australians should hope this new 
Republican administration is up to 
the task. R  

CHRIS BERG
Editor of the IPA Review

TRUMP'S TAX REVOLUTION

A CORPORATE TAX 
REDUCTION TO 15 PER 
CENT WOULD BE A 
GEOPOLITICAL  
GAME-CHANGER.  
THE EFFECT ON THE 
GLOBAL ECONOMY 
WOULD BE DRAMATIC.
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SAVE BLUE POLES GENERATION

LIBERTY

PUT THIS  PAINTING TO WORK

The only reason for retaining Blue Poles is 
financial. The rate of return achieved on Blue 
Poles over the past 43 years has been 13.9%. 
Currently the government can issue 15 year bonds 
at a 4.5% rate. Given an interest rate spread of 9.4% 
it would seem to be fiscal folly to sell the asset. 
This, however, does not solve the cash flow issues 
facing the government.

To address the cash flow issues I suggest 2 
possible options:

Option 1: Issue 15 year, zero coupon, Blue 
Poles backed bonds.  This would enable the 
government to retain ownership of the asset whilst 
generating cash to retire other coupon paying 
bonds. If, in 15 years, Blue Poles has appreciated 
the debt could be rolled over, if the asset has 
declined it could be liquated for bond holders.

Option 2: Transfer Blue Poles into an exchange 
traded fund.  This would enable Australians who 
value art to put their money where their mouth 
is. The management of the fund should be paid 
a 1.5% management fee and a 25% of any capital 
gain. This would generate $350 million in cash 
to retire debt, given historic returns, generate 
$14.87 million a year in management fees to the 
government, return $30.625 million for investors, 
and allow the Australian government to retain 
control of the asset.

—Ben Paris, 34

BLUE POLES MAKES US COOL

It was Oscar Wilde who said that ‘In matters of grave 
importance, style, not sincerity, is the vital thing.’ This 
principle will remain as one of our key governmental 
policies henceforth. Australia is a country of great 
sincerity. We are a post-industrial, multicultural 
land of diversity and tolerance, but for all this, on the 
international stage we are still perceived merely as the 
domain of wombats and didgeridoos. To put it bluntly, 
we don’t have the cool factor. This cool factor is an 
increasingly important governmental consideration 
in our globalised world, and Australia is committed 
to investing in its coolness; now, and into the future. 
Competition is high; Russia is possessed of a judo 
chopping KGB agent, America has a weed toking, 
drone striking president, and even North Korea has a 
Hollywood B-movie styled super-villain. All of them are 
cool, while Australia lags behind. 

It is for this reason, that we must not pursue the short 
term thinking so well displayed in the sale of Jackson 
Pollock’s Blue Poles. Blue Poles is an Australian icon; 
it is the culmination of a cigarette-wheezing, alcoholic 
depressive’s life, is lauded by a select clique of critics, 
while remaining baffling to the eyes of plebeians, and is 
American. What could be cooler? Pursuing its sale at this 
stage would be catastrophic for our reputation. In return 
for a few millions, themselves easily raised from more 
worthy sources, such as by taxing the tobacco smokers, 
or the fatties, we are asked to surrender an artwork of 
international fame, renown and above all, coolness. A 
recent study has shown that five out of six Australians 
surveyed said that they would rather be cool than 
uncool. Are we going reject democracy, and go against 
the people’s will? Australia stands poised to increase its 
standing in the international community in this exciting, 
dynamic and growing field of coolness. We must invest 
in our future, and that means investing in what really 
matters, that is, style.

We reject the sale of Australia’s future, and remain 
committed to our goals of doubling coolness by 2050.

—Alexander Dowthwaite, 22

W
hen Liberal Senator (and former IPA 
Deputy Executive Director) James 
Paterson proposed selling Jackon 
Pollock's 'Blue Poles' to help pay off 

the Australian government's debt, we asked the IPA's 
Generation Liberty to explain, in 350 words or less, 
why the government should not sell the $350 million 
dollar painting. Here are the winning entries.
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Now I’m no Senator but here’s the thing,
In my dream last night I gave the PM a ring.

I said, ‘Malcolm I don’t know much about art,
It’s all a bit fancy, I don’t know where to start.

‘But I can tell you one thing, so come in real close,
No battler cares about this Pollock bloke.’

The Prime Minister gasped, clearly taken aback,
For a second I thought he’d had a heart attack.

‘Have you no culture? No respect for the arts?
I’m not selling Blue Poles like used car parts.’

I said, ‘Prime Minister with all due respect,
We’re 470 billion dollars in debt!

‘I hope you can excuse me for being so bold,
but I’d like to see a surplus before I grow old.

‘Imagine the deficit in a downward dive?
Oh what a time to be alive!’

The PM sighed and took a deep breath,
‘This is the thing you uncultured don’t get.

‘When people are unemployed or going broke,
Artwork like Blue Poles helps them to cope.’

That’s when it began to dawn on me,
I need not worry about the economy.

You see I understood then what I did not before,
We’re keeping Blue Poles to comfort the poor.

—Candice Hooper, 25

'I DREAM OF BLUE POLES'



TRUMP'S
AMERICA

A Trump administration might have real economic benefits for the United 
States and put pressure on Australia to reform,  

write Scott Hargreaves and Daniel Wild.
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A 
Trump administration 
will be a net positive 
for the United States’ 
economy. Yes, restricting 

international trade will harm growth. 
But the ambitious agenda to cut 
corporate and income taxes, open 
up fossil-fuel production, deregulate 
financial markets, terminate Obama’s 
Executive Orders and rescind climate 
change agreements and renewable 
energy subsidies will unambiguously 
improve the US economy by making 
it more efficient and competitive. 

For those with eyes to see the 
early signs are good. One of Trump’s 
first moves was to appoint Myron 
Ebell to head the transition team 
for reforming the United States’ 
Environmental Protection Agency 
(EPA). This means that in all 
likelihood Ebell will become head of 
the EPA once Trump takes office. 

The move is significant. Ebell 
currently serves as director of the 
Centre for Energy and Environment 
at the Competitive Enterprise 
Institute, a prominent US-based free-
market think-tank. Mr Ebell is also 
chair of the Cooler Heads Coalition 
which comprises over two dozen non-
profit groups ‘focused on dispelling 
the myths of global warming by 
exposing flawed economic, scientific, 
and risk analysis.’

The environmental bureaucracy 
grew strongly over the past eight years 
in the US. According to Americans 
for Tax Reform, under Obama’s 
watch the EPA published over 3,900 
rules and added 33,000 new pages of 

regulations. Annual compliance costs 
grew by more than US$50 billion 
since Obama took office. Sending 
a free-marketier to the head of an 
agency which epitomises the anti-
democratic administrative state is an 
encouraging start. 

As well as setting a new direction 
for the EPA, Trump has committed 
to taking on a range of other 
climate change policies, including: 
rescinding Obama’s Climate Action 
Plan which included a series of 
programs to subsidise renewable 
energy production; abolish the 
Clean Power Plan which would 
have required states to reduce 
power plant emissions 32 per cent 
from 2005 levels by 2030; cancel 
the United States’ commitment 
to the international Paris climate 
agreement; and end funding for 
United Nations global warming 
programs.

Yet another underreported fact is that 
Trump has been elected on a platform 
of supply-side liberalisation more 
substantial than Reagan. Trump has 
said he would cut the federal statuary 
corporate tax rate from 30 per cent 
to 15 per cent. Federal labour income 
taxes are also set to be reduced and 
simplified with a three-tier system 
of 12 per cent, 25 per cent and 33 per 
cent, to replace the current seven tier 
system which features a top rate of 
39.6 per cent. 

Then there is a bold deregulation 
agenda which includes implementing 
a temporary moratorium on new 
regulations and cancelling harmful 

executive orders implemented by 
Obama. This would go some of the 
way to reducing the huge economic 
cost of regulation and red tape, 
which economists Mark and Nicole 
Crain estimated to total US$2 trillion 
annually. 

Fossil fuel energy producers 
stand to be one of the biggest 
beneficiaries. Trump is poised to 
take a more technologically neutral 
stance on energy production. In 
addition to winding back renewable 
subsides, Trump proposed the 
coal mining lease moratorium be 
rescinded, onshore and offshore 
leasing of federal land and waters 
for producers be opened up and 
approvals processes streamlined. 

The market response 
demonstrates the seriousness 
of potential policy change. 
Immediately following Trump’s 
election shares in a number of 
renewable producers dropped whilst 
they rose for fossil fuel producers. 
For example, shares in Vestas, the 
world’s largest wind turbine maker 
based in Denmark, dropped by 12 
per cent while shares for Glencore 
Plc, the world’s top coal trader, 
surged more than 7 percent.

Trump is also committed to 
‘dismantling the Dodd-Frank  

DANIEL WILD 
Research Fellow at the  
Institute of Public Affairs

SCOTT HARGREAVES 
Senior Fellow and Director  of  
Planning at the  
Institute of Public Affairs

AN UNDERREPORTED 
FACT IS THAT TRUMP 
HAS BEEN ELECTED 
ON A PLATFORM 
OF SUPPLY-SIDE 
LIBERALISATION MORE 
SUBSTANTIAL THAN 
REAGAN. 
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   Myron Ebell, the Trump administration's transition
head for reform of the US Environmental Protection
Agency and Director of Global Warming and  
International Environmental Policy at the free market
think tank the Competitive Enterprise Institute.
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Act’, which is Obama’s landmark 
financial market regulation, 
notionally imposed in response 
to the Global Financial Crisis. 
Dodd-Frank added 14,000 pages 
of legislation and regulation which 
simply aided large banks at the 
expense of small ones, stunted 
competition and raised borrowing 
costs. 

Put together this supply-side 
liberalisation package will spur 
growth. Lowering business taxes 
will attract investment, increase job 
creation and increase competition; 
lowering and simplifying income 
taxes will encourage work, reduce 
red tape and encourage consumer 
spending; opening up energy 
production will improve energy 
efficiency and lower energy prices; 
financial market deregulation 
will improve the efficiency of 
financial intermediation, improve 
competition, lower borrowing costs 
and increase allocative efficiency 
across the economy; and rescinding 
commitment to climate programs 
will end corporate welfare to 
renewables and reduce distortions in 
energy production. 

NOT ALL UPSIDES

But on the down side is 
Trump’s commitment to reduce 
international trade. Trump 
committed to renegotiating 
(read: watering down) the North 
American Free Trade Agreement 
(NAFTA), withdrawing from the 
Trans-Pacific Partnership—a free-
trade agreement involving twelve 
countries including Australia—and 
potentially imposing taxes on 
businesses seeking to outsource 
production overseas.

These policies will reduce the 
efficiency of the US economy, lower 
productivity, reduce competition, 
raise prices and ultimately harm his 

blue-collar working base more than 
free trade ever did. 

Further, any move away from 
international trade will have a 
contractionary effect on global 
growth. This will lower demand 
for Australian exports such as 
commodities, education and tourism 
and dampen national income. Then 
there is the possibility of retaliation, 
with some fearing a re-do of the 
disastrous Smoot-Hawley tariffs 
which beggared the world economy 
in the 1930’s. 

Another key risk for the US 
economy will be the potential 
expansion of government debt. In 
addition to lowering taxes, Trump 
committed to a large infrastructure 
spending program, potentially 
up to $1 trillion. Government 
spending and entitlement reform 
were also noticeably absent from the 
campaign trail. This will result in 
some tension between supply-sider 
economists, who have typically 
been in favour of cutting taxes now 
and worrying about debt later, and 
fiscal conservatives, who prioritise 
getting debt under control. The 
historical analogy is Howard who 
cut spending first to get the Budget 
under control (with help from 
higher commodity prices) and then 
lowered taxes, and Reagan who 
cut taxes while at the same time 
increasing military spending and 
not reforming entitlement spending. 
Trump looks like he will be more 
Reagan than Howard.

Still, in the past Trump has 
said he would pay down the debt. 
His economic program will reduce 
direct revenue takings but increase 
indirect revenue through higher 
economic growth. Higher growth 
will also mean more people in work 
which will lower welfare costs. And 
Trump has talked of devolving 
education responsibility back to the 
states, which would reduce federal 
government outlays. 

THE TRUMP CHALLENGE 
FOR AUSTRALIA

A Trump Presidency is clearly not 
without substantial downside risks 
which need to be taken seriously. But 
Australia cannot become complacent 
and get locked into the common 
media narrative that Trump will 
recklessly damage the economy. This 
was the conventional wisdom about 
Reagan, Thatcher and Howard’s 
economic programs. And each time 
the doubters were proved wrong. They 
will probably also be wrong about 
Trump.

Instead, Australia needs to 
prepare for the possibility that 
within a very short space of time 
the US could once again be a very 
attractive place to invest, not just for 
the service and IT sectors, but in the 
manufacturing and heavy industries 
so many had been content to see as 
no longer part of the US economy.  It 
is also worth noting that the one area 
Trump has not been protectionist is 
with international capital—which 
Australia must compete for.

This means Australia will need to 
run harder and faster on economic 
reform to become more competitive. 
The best place to start is with our 
corporate tax rate, which is wildly out 
of step with competing nations. Prime 
Minister Malcolm Turnbull went 
to an election promising to reduce 
company taxes from 30 per cent to 25 
per cent over a ten year period. This 
is far too little and too slow, but the 
opposition to even this modest reform 
we saw during the campaign shows 
how much harder reform needs to be 
pushed.

Still, much of the focus on tax 
remains on so called ‘integrity’ 
measures, ‘revenue protection’ and 
‘Google taxes’. Targeting companies 
like Google and Amazon which 
provide billions of dollars in 
economic value is the exact opposite 
of what the government should be 
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doing. Instead, Australia should 
aspire to be the most attractive 
destination for businesses to invest in. 
This means lowering our corporate 
tax rate to match our competitors in 
Singapore (17 per cent), Hong Kong 
(16.5 per cent) and the US (soon to be 
15 per cent).

Similarly, income taxes should 
be simplified and lowered. We have 
a very punitive income tax system 
which discourages aspiration and 
success and encourages talented 
managers to move overseas. The 
Productivity Commission noted that 
one cause of our lower productivity 
growth is the quality of Australia’s 
managers relative to the United 
States. Higher taxes will not solve this 
problem. Australia should aim for a 
flat income tax, or at least a simple 
two-tier system. 

The other key area for competition 
is coal production and exports. With 
the United States set to pull away from 

international climate agreements 
and liberalise energy production, 
Australia must follow. This means 
the Australian government should 
adopt a technologically neutral 
approach to energy production, rather 
than distorting the market to favour 
renewables. 

To achieve this the Renewable 
Energy Target should be repealed, 
corporate welfare to renewable 
companies should be ended, green 
law fare must be stopped, approvals 
requirements should be significantly 
reduced and red tape must be slashed. 

One way the left has tried to 
explain away Trump is by saying 
his election was fuelled by rising 
inequality. This is despite the fact that 
Trump did not mentioned this at his 
rallies. Rather, his theme was to ‘drain 
the swamp’ and end the corrupt rent-
seeking culture of Washington D.C., 
which untimely serves the interests 
of the well-connected. This is a revolt 

against crony capitalism, not free-
enterprise.  

Australia’s policy makers must 
prepare for the scenario where the 
US becomes more competitive. 
Australia is a small open economy 
which competes for international 
capital, business investment, 
talented managers and workers 
and coal exports. The conventional 
media narrative that Trump will 
recklessly endanger the US and global 
economies is likely to be as wrong as 
predictions about his certain election 
loss.

A bold vision based on tax  
cuts and deregulation is needed to 
expand growth and opportunity. 
Without urgent action Australia will 
quickly be rendered uncompetitive 
and face the potential of years of 
economic decline and stagnation. 
This will in turn add fuel to a populist 
uprising we just witnessed in the 
election of Trump. R

TRUMP'S AMERICA R

TRUMP'S ECONOMIC AGENDA
RED TAPE:

'[A] temporary moratorium on all new regulation, canceling overarching 
executive orders and a thorough review to identify and eliminate 
unnecessary regulations that kill jobs and bloat government.'

https://www.greatagain.gov/policy/regulatory-reform.html

TRADE:

'First, I will announce my intention to renegotiate NAFTA or withdraw from 
the deal under Article 2205. Second, I will announce our withdrawal from 
the Trans-Pacific Partnership.'

Donald Trump’s Contract with the American Voter

TAX:

'The largest tax reductions are for the middle class. A middle-class family 
with 2 children will get a 35% tax cut … The business rate will be lowered 
from 35 to 15 percent, and the trillions of dollars of American corporate 
money overseas can now be brought back at a 10 percent rate.'

https://www.donaldjtrump.com/policies/tax-plan

CLIMATE AND ENERGY:

'Open onshore and offshore leasing on federal lands, eliminate moratorium 
on coal leasing, and open shale energy deposits … Rescind all job-
destroying Obama executive actions. Mr. Trump will reduce and eliminate all 
barriers to responsible energy production'.

https://www.greatagain.gov/policy/energy-independence.html

   Flickr | Gage Skidmore



MORGAN BEGG
Research Fellow at the  
Institute of Public Affairs

SIMON BREHENY
Director of Policy at the  
Institute of Public Affairs

BLEAK 
FUTURE  

Cartoonist Bill Leak’s run-in 
with Section 18C is yet  
another reason to repeal the 
anti-free speech law,  
writes Morgan Begg and 
Simon Breheny. 

   Courtesy The Australian.
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T
he extraordinary 
complaints—now, after 
furious media attention, 
withdrawn—against Bill 

Leak for drawing a satirical political 
cartoon demonstrates why Australia’s 
most prominent anti-free speech law 
must be repealed.

In October, The Australian 
reported that the Australian Human 
Rights Commission (AHRC) 
had accepted a complaint against 
cartoonist Bill Leak under Section 
18C of the Racial Discrimination Act 
1975. 

Leak’s misdeed was his cartoon, 
published on 4 August 2016, in which 
an Aboriginal policeman collars an 
errant Aboriginal boy and seeks to 
return him to his Aboriginal father 
saying: ‘You’ll have to sit down and 
talk to your son about personal 
responsibility’. ‘Yeah righto,’ says the 
father. ‘What’s his name then?’ 

Race Discrimination 
Commissioner Tim 
Soutphommasane immediately 
launched into the media with 
condemnation for what Leak had 
drawn. He told Fairfax media: 
‘Our society shouldn’t endorse 
racial stereotyping of Aboriginal 
Australians or any other racial or 
ethnic group’ and 'urged anyone 
who was offended by it to lodge 
a complaint under the Racial 
Discrimination Act.'

In any context, a government 
agency investigating a cartoon 
published in an Australian 
newspaper for what is deemed merely 
offensive, insulting or humiliating 
is inherently and unambiguously 
wrong. 

But this particular case also 
highlights the implications for public 
debate of such actions. 

Leak’s explanation for his 
cartoon reveals that, rather than 
being merely provocative or satirical 
for the sake of being provocative 
or satirical, the cartoonist was 

making a political point about the 
importance of personal responsibility 
and disadvantage in Australia’s 
indigenous community.

The job of a newspaper cartoonist 
is to draw provocative illustrations of 
topical events. As fellow cartoonist 
John Spooner noted in The Australian 
in October: ‘The right to offend 
and insult are, in part, necessary 
ingredients in serious argument.’

If the law proposes to allow any 
offended person to take a cartoonist 
to 'conciliation' for doing their job, 
then the whole profession might as 
well pack up their pencils and find 
other work. 

As the IPA highlighted in the last 
edition of the IPA Review, the AHRC 
disgraced itself in the case against 
the QUT students by its failure to 
inform the students that a complaint 
had been made against them for 14 
months and cancelling conciliation 
without actually giving the students a 
proper change to participate.

In the Leak case, the AHRC 
again disgraced itself by actively 
inflaming outrage about the cartoon, 
encouraging people to make 
complaints. It reflects an organisation 
seeking to bolster its own relevance 

and workload. As Justice Dyson 
Heydon stated in the 2010 case of 
Kirk v Industrial Court of NSW, 
specialist bodies ‘tend to become 
over-enthusiastic about vindicating 
the purposes for which they  
were set up’.

The Australian’s Legal  
Affairs Editor Chris Merritt has 
speculated that Soutphommasane 
may have been ‘drumming up’ 
work, as the racial hatred workload 
appeared to be shrinking. Merritt 
referred to documents extracted from 
the AHRC in June by the IPA under 
the Freedom of Information Act, 
which showed that the commission 
was then dealing with just 18 racial 
hatred matters.

Undeniably, Soutphommasane’s 
public comments also bring into 
doubt whether the AHRC  
can fairly deal with the  
high profile Section 18C cases. Yet 
while the AHRC seems unfit to 
carry out its statutory duties fairly 
or capably, the problem is not the 
Commission. It is the bad law  
that enables the overly sensitive  
to complain to the Commission  
and have a chilling effect on open 
debate in this country. R

   Bill Leak's follow-up cartoon, published the next day, 5 August 2016.
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Deborah Sims recounts how how she had to beat red tape to beat cancer.

T
o be told you are suffering 
from terminal cancer is 
a traumatic experience 
in itself. Discovering that 

life-saving medicine is beyond your 
reach because of government red tape 
is devastating. Yet this is the reality 
facing so many cancer patients in 

Australia, and I am one of them.
In August last year I moved to 

London in the hope of getting on a 
clinical trial that would potentially 
cure my leukaemia. This was the only 
way to guarantee access to a new 
drug producing remarkable results 
with little or no side effects. 

And in a cruel case of irony, the 
drug was created in Melbourne.

Venetoclax has been described 
as a ‘miracle treatment’ and a ‘magic 
bullet’ for certain types of blood 
cancer. I can vouch for that. But it has 
come at a huge personal cost thanks to 

Australian red tape, and if it weren’t for 
the fact that I have a British passport, I 
wouldn’t be here at all.

It was just before Christmas in 2011 
that I was diagnosed with Chronic 
Lymphocytic Leukaemia (CLL), an 
incurable form of blood cancer that 
would kill me in about five years’ time. 
My little daughter was sitting on my 
lap as the news was broken to me. I 
hugged her and thought: ‘But she’s only 
two’. I was 38.

CLL is rare in someone my age. 
Almost 80 per cent of all new cases 
are in people over the age of 60, and 

HOW  
RED  

TAPE 
ALMOST  

KILLED  
ME  

DEBORAH SIMS
Director of Relationships  
and Engagement at the  
Institute of Public Affairs
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the average patient is a 72-year-old 
man. It occurs more frequently in 
men than women, and very few are 
under the age of 40. The diagnosis 
came totally out of the blue. I 
mourned myself for two weeks and 
went into my shell.

I was in ‘watch and wait’ mode, so 
I launched my own in-depth research 
into CLL while continuing to work 
full-time. I’m a journalist and I 
needed information. I joined forums, 
subscribed to medical journals 
and was referred to a number of 
specialists for second opinions.

This included paying for a 
genetic test that is not the standard 
of care in early diagnosis. I wanted 
to know how bad my markers 
were, and I found out mine was the 
type of CLL you don’t want. It’s an 
insidious and clever cancer that 
relentlessly crowds the bone marrow 
and lymphatic system, becoming 
resistant to treatment. By October 
2012, I was really sick and very 
tired. I couldn’t schedule afternoon 
meetings at work. In January 2013, I 
started chemotherapy.

Chemo is the standard treatment 
when patients become sick enough, 
and sometimes that’s enough to 
gain a long remission. I had no side 
effects apart from a sudden feeling 
of wellness.

Three months later I returned to 
‘watch and wait’, with three-monthly 
bone marrow biopsies, but at six 
months it was clear the disease was 
slowly progressing. Most patients who 
relapse after chemotherapy as quickly 
as I did have less than two years to live.

My specialist talked about me 
getting ready to undergo a bone 
marrow transplant. I have a perfect 
match in my younger sister, so I knew 
it was a definite option. But the more 
you know about such transplants, 
the less you want one, and I’m always 
doing risk assessments to give myself 
the best chance of being here to care 
for my children.

By my next appointment, in 
December 2014, I was starting to 
feel sick again. Symptoms included 
bulging lymph nodes (so very 
unattractive), night sweats, weight 
loss and recurring infections – this 
is a cancer of the immune system 
after all. Pneumonia is the biggest 
killer. A transplant was earmarked 
for early 2015 and I had my hair cut 
short in preparation.

Before the transplant was 
scheduled I dipped into my 
superannuation fund in April 
2015 to attend a patient conference 
in the US on CLL clinical trials. 
While there I had a consultation 
with Professor Thomas Kipps, an 
international expert on this type 
of cancer. ‘You should not have a 
transplant,’ he said. ‘We are on the 
verge of a cure. We just have to work 
out what the best drug is. You need 
something to buy yourself time.’ 

The next day by sheer chance, one of 
the guest speakers, Dr John Gribben 
from the UK, sat next to me. As we 
struck up a conversation, he told me 
about a clinical trial in London that 
he believed would be the best possible 
treatment for me at this stage. It was 
trialling Venetoclax, developed in 
Melbourne. The irony wasn’t lost on 
either of us.

I returned from America 
thinking it would be ridiculous to 
travel 17 thousand kilometres to get 
a drug that came from my home 
town. But that’s when I came face 
to face with the reality confronting 
many cancer patients in Australia—

the life or death battle through a 
complex maze of red tape.

This isn’t about risk aversion 
or rules that are in place for good 
reasons, such as restricting access to 
new medicines that are still under 
investigation. I’m talking about 
a needless burden of regulations 
blocking innovation and keeping 
Australia two years behind 
countries like Britain and the US. 
Cancer patients have to deal with 
layers of bureaucracy, not just at the 
federal level, but within each state. 
Hospitals and research centres are 
not immune, with unique rules 
at each facility and a frustrating 
clipboard mentality. 

This confusing and complicated 
barrier forces people to go to great 
lengths to gain access to life-saving 
medicines, from fundraising to 
media campaigns to going overseas 
to join clinical trials. Some have 
to sell all of their assets. For many 
ill Australians, if they fail to beat 
bureaucracy, they die—killed in 
effect, not by cancer, but by toxic red 
tape. It’s a nightmarish absurdity 
worthy of Kafka.

Kafka’s book The Castle contains 
the scenario. A man tries again and 
again to overcome bureaucracy 

ULTIMATELY, I’M 
WAITING FOR A DRUG 
THAT IS ALREADY 
REGULATED IN ONE 
OF THE LARGEST 
ECONOMIES IN 
THE WORLD TO BE 
REREGULATED HERE.

>

  The author with Tony Abbott
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blocking his entry to the Castle,  
and therefore his salvation. The 
inevitable outcome is that he dies 
before being granted access. It’s a 
fate familiar to families of cancer 
patients. 

The only chance I had of 
gaining access to Venetoclax in 
Australia was through a randomised 
trial. That meant a 50-50 shot at 
getting either the new drug or 
chemotherapy. I’d already had 
chemo so I couldn’t take that 
gamble. I asked one of  
my Melbourne specialists what 
he would do if he were me and he 
answered: ‘I’d get on a plane to 
London.’

It knocked me that the best 
treatment was on the other side 
of the world, but I used my super 
again to go to the UK, even though 
there was no guarantee I’d get on 
the trial. I had to be sick enough 
to qualify and well enough to 
tolerate phase one protocols. I also 
had to find a job in London (where 
I’d previously lived for 10 years) 
and get a National Health Service 
number before gaining a referral to 
St Bartholomew’s Hospital, known 
affectionately to Londoners as Barts. 
And, of course, there was a lot of 
paperwork.

There were only 40 places in the 
world for this trial—two at Barts 
and none in Australia—which was 
very frustrating. According to my 
risk assessment, this could buy me a 
long remission and possibly a cure. 
I went back to work at the BBC as a 
freelance reporter, started writing 
a blog and waited. When I heard 
the news that I was accepted for 
treatment I was so excited, it felt 
like I’d won the lottery. Altogether, 
I was away from Australia for seven 
months.

The good news though was that 
I suffered no side effects and a CT 
scan in February showed I was in 
partial remission. Since my return to 
Melbourne my blood work has got 
better and better. Now I’m back to 
working and going out, with my life 
ahead of me again. In April I got the 
fantastic news that I was in complete 
remission and in the very near future 
I’m hoping to have no detectable 
disease (molecular remission).

I’m loath to come off the drug, 
but because I can’t have Venetoclax 
dispensed in Australia, I have had to 
travel to London every three weeks. 
It’s part of a treatment odyssey that 
has cost me $500,000 in lost income, 
flights, accommodation and living 
expenses—so far. And all this is so 

I can receive an Australian-created 
drug that is available to me in 
Britain, but not here, and has been 
approved in America, but not here. 
This cruel absurdity puts life-saving 
drugs out of reach and must be dealt 
with. Ultimately, I’m waiting for a 
drug that is already regulated in one 
of the largest economies in the world 
to be reregulated here.

The Australian Government 
has made a commitment to ensure 
new medicines are made available. 
Last month it confirmed plans to 
overhaul the rigorous regulatory 
approach and fast track the process 
to slash the waiting time for patients. 
Reform can’t come soon enough.

Australia must cut the tangle of 
red tape impeding breakthrough 
treatments and clinical trials 
by introducing a new national 
framework. For even though we 
have a global reputation for great 
research scientists and specialists, 
the burden of regulations makes 
us less competitive for clinical trial 
investment compared to other 
regions, such as Asia.

The medical system here must 
get up to speed and adapt to the 
rapidly evolving world of anti-
cancer therapy. If I didn’t have dual 
nationality, I wouldn’t be alive. R

   St Bartholomew's Hospital, London                           Flickr  | klaus_kinski
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D
ebate over the 
constitutional recognition 
of Aboriginal and 
Torres Strait Islanders 

has consumed Australia’s political 

class for almost a decade. Ever since 
former Prime Minister John Howard 
promised to recognise indigenous 
Australians in the constitution if the 
Coalition government won the 2007 
election, every prime minister and 
opposition leader has committed to 
deal with the issue. 

But after years of debate, the 
door was opened to a far more 
radical solution on 13 June, 2016 
when opposition leader Bill Shorten 
indicated that a future Labor 
government could support a ‘treaty’ 
with Aboriginal and Torres Strait 
Islander peoples. This is not a new 
idea, but support for a treaty has 
fallen away in recent years, partly 

due to the attention placed on, and 
bipartisan support for, constitutional 
recognition.

Now Shorten’s intervention on 
this issue has given rise to a growing 
chorus of support for the concept of 
a treaty, and shifted focus away from 
constitutional recognition.

But what would a treaty with 
Aboriginal and Torres Strait 
Islanders look like? And is there any 
merit in the proposal?

The basic idea of a treaty is 
simple: It is an agreement between 
two or more sovereign nations. The 
legal technicalities are outlined in 
the Vienna Convention on the Law 
of Treaties, in which Article 2 states: 

Bill Shorten’s push for a treaty with Aboriginal Australians  
is as divisive as it is dangerous, writes Morgan Begg  

and Simon Breheny

MORGAN BEGG
Research Fellow at the  
Institute of Public Affairs

SIMON BREHENY
Director of Policy at the  
Institute of Public Affairs
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‘Treaty means an international 
agreement concluded between States 
in written form and governed by 
international law, whether embodied 
in a single instrument or in two 
or more related instruments and 
whatever its particular designation…’ 

Howard delivered a typically 
succinct statement on the possibility 
of an indigenous treaty back in 2000 
when he said: ‘A nation does not 
make a treaty with itself.’ Howard 
had previously expressed his 
reservations on the issue in 1998, 
stating: ‘I don’t like the idea of a 
treaty because it implies that we 
are two nations. We are not, we are 
one nation. We are all Australians 

before anything else, one indivisible 
nation.’ Howard’s thoughtful 
commentary highlighted the 
most significant issue facing those 
advocating a treaty - sovereignty.

A treaty is not a legally coherent 
concept when one of its parties is 

not a sovereign state. And what 
this reveals in the context of the 
proposed indigenous treaty is 
perhaps the most interesting aspect 
of this whole debate. The more 
fundamental question is not whether 
to have a treaty, or what the terms of 
such a treaty might be, but whether 
there is a claim to indigenous 
sovereignty and statehood. 
Recognition of sovereignty must 
necessarily precede a treaty. 

This is a very significant point. 
And it is of course feasible to advance 
such a proposal, and to make 
arguments in favour of it. However, 
the claim to sovereignty is very 
rarely put forward in such explicit 

HOWARD’S 
THOUGHTFUL 
COMMENTARY 
HIGHLIGHTED THE 
MOST SIGNIFICANT 
ISSUE FACING 
THOSE ADVOCATING 
A TREATY—
SOVEREIGNTY.

>
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terms. What is more common in the 
debate around an indigenous treaty 
is for the discussion to skip over this 
necessary precondition altogether, or 
for the discussion to revolve around 
a legal document which appears to 
bear little resemblance to a properly-
defined treaty.

A good example of this 
prevarication can be found in the 
definition of a treaty provided by 
Australians Together, a reconciliation 
organisation with the aim of ‘bringing 
Indigenous and non-Indigenous 
Australians together’.

Calls for a treaty in Australia 
refer to a formal agreement 
between the government and 
Indigenous people that would 
have legal outcomes. A treaty 
in Australia could recognise 
Indigenous people’s history and 
prior occupation of this land, 
as well as the injustices many 
have endured. It could also offer 
a platform for addressing those 
injustices and help to establish a 
path forward based upon mutual 
goals, rather than ones imposed 
upon Indigenous people.

Other organisations and individuals 
promoting an indigenous treaty 
adhere to similar definitions.

The significance of a proposal 
in favour of sovereignty is one that 
requires very careful consideration. 
Sovereignty raises a very long 
series of questions. With whom 
is the Australian government 
negotiating? Does sovereignty mean 
the annexation of a proportion of 
the Australian landmass? If so, 
where? What qualifies a person for 
citizenship of the new sovereign 
entity? What will be the governance 
structure of the new sovereign 
entity? The lack of attention given to 
these questions is concerning given 
the issue’s complexity.

The description of treaty by 
Australians Together raises a second 

practical problem—content. The 
possible list of inclusions in a treaty 
is nearly limitless, and might include 
a separate indigenous parliament, 
additional rights to land, a 
significant expansion of social 
programs provided by government, 
new race-based anti-discrimination 
provisions or recognition of 
indigenous culture and language.

But none of these policies appear 
to require sovereignty, or ‘treaty’. With 
the possible exception of an indigenous 
parliament (depending on the structure 
and powers of such an entity), each 
policy prescription is a political claim 
within the normal parameters of public 
policy and, as such, ought to be debated 
and decided upon through the usual 
political process. 

Putting that objection to one side, 
the practical effect of some of these 
policies would be a significant 
increase in the level of government 
involvement in the lives of indigenous 
Australians. Given the many problems 
associated with government policies 
directed at assisting Aboriginal 
and Torres Strait Islanders over 
recent decades, it is unclear how 
an expansion of these programs 
would lift indigenous Australians 
out of poverty, or increase health or 
education outcomes.

Treaties in other countries are 
frequently cited as examples that 
Australia could follow. However,  
it can be seen that the relevance  
and success of these treaties in 
countries such as New Zealand 
and Canada are vastly overstated, 
and that the living standards of 

their indigenous populations still 
significantly lag behind the rest of the 
population, despite the existence of a 
treaty or treaties.

New Zealand’s Treaty of 
Waitangi, so often put forward 
as an example that Australia 
should follow, was formed under 
very distinct and particular 
circumstances. Signed in 1840, the 
Treaty of Waitangi was signed by 
representatives of the British Crown 
and several Māori chiefs of the 
northern island of New Zealand. 
It was intended as a practical 
means of ending conflict between 
Māori tribes and settlers, but also 
conflict between different Maori 
groups, in what was known as the 
Musket Wars. As western weaponry 
began to be circulated among the 
natives by European traders, the 
battles between the tribes became 
devastating, resulting in the deaths 
of tens of thousands of Māori’s 
between 1807 and 1845. Many  
Māori chiefs signed the Treaty of 
Waitangi in order to secure peace 
(imposed by the newly sovereign 
British Crown). As a peace treaty 
between native tribes and a not-yet 
sovereign colonial force, the Treaty 
of Waitangi is of little relevance to 
Australia today.

While the imposition of 
peace was certainly beneficial 
for the Māori people, the Treaty 
of Waitangi has not delivered 
improved living standards, 
as sought by advocates of an 
Australian treaty. According to 
the International Work Group for 
Indigenous Affairs, ‘Māori life 
expectancy is still 7.3 years less 
than non-Māori; household income 
is 78 per cent of the national 
average; 45 per cent of Māori leave 
upper secondary school with no 
qualifications and over 50 per cent 
of the prison population is Māori’.

The situation is not much different 
in Canada. In the 18th century, 

A TREATY FAILS THE 
TEST OF EQUALITY. IT 
WOULD BE DIVISIVE, 
DANGEROUS AND A 
PROLONGATION OF THE 
MISTAKES OF THE PAST.

>

  CONTINUED
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British America entered into a series 
of peace and friendship treaties with 
Indigenous groups to secure the 
neutrality or the alliance of those 
groups in Britain’s ongoing conflict 
with the French. Later treaties  
between the Canadian government 
and indigenous groups entered 
into post-confederation to allow for 
settlement and gave the Dominion 
large tracts of land in return for 
certain promises, such as the 
provision of food aid and education. 
Ever increasing sums of money 
spent tackling Canadian Aboriginal 
disadvantage – whether tied to treaty 
obligations or not – have outpaced 
the growth of the Canadian welfare 
state in general, and as the Fraser 
Institute notes, has resulted in little 

improvement in Aboriginal living 
standards or advancement. 

At the heart of the push 
for a treaty is a deeply negative 
perspective on Australia, and the 
place of Aboriginal and Torres Strait 
Islanders within it. As University 
of New South Wales law professor 
George Williams wrote in 2014: ‘A 
treaty … could recognise the history 
and prior occupation of Aboriginal 
peoples of this continent, as well as 
their long-standing grievances. It 
could also be a means of negotiating 
redress for those grievances’.

While no one can doubt that 
certain discriminatory policies of past 
governments have negatively impacted 
indigenous Australians, the solution 
to the contemporary problems faced 

by Aboriginal and Torres Strait 
Islanders cannot be the perpetuation 
of the attitudes that have led us to the 
position in which we find ourselves 
today. Past injustices have been caused 
by a belief that indigenous Australians 
should be treated differently from 
other Australians. This is both 
unacceptable in moral terms, and 
catastrophic in practical outcomes.

Rather than continuing to divide 
Australians according to race or 
skin colour or ancestry, Australian 
governments must adhere, in all 
policy areas, to the liberal democratic 
principle that all citizens are equal.

A treaty fails the test of equality. 
It would be divisive, dangerous  
and a prolongation of the mistakes 
of the past. R

   Bill Shorten marches on the 50th anniversary of the Wave Hill Walk-off in Kalkarindji on Friday August 19, 2016  |  AAP images
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Australia has a 21st century workforce labouring under a 19th 
 century industrial relations system, writes Brett Hogan.
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B
etter health, housing, 
communications, 
education and transport 
options allow more 

people to make more decisions for 
themselves, helping to break down 
the notion of ‘class’. Defining a 
person by where they live, or what 
they or their parents do for work, is 
increasingly a relic of a bygone age. 

So why do the laws governing 
how we work remain trapped in 
a 19th century ‘organised capital 
versus organised labour’ mindset?

With only limited exceptions, the 
ongoing theme of industrial relations 
legislation—from the Conciliation 
and Arbitration Act of 1904 to the 
Fair Work Act of 2009—has been 
regulating the power relationship 
between government and its tribunals, 
employer organisations and trade 
unions, rather than making it easier to 
get people into work.

Unsurprisingly, the industrial 
relations policy debate in Australia 
tends to be about the rights and 
privileges of unions, employer 
organisations, institutions and 
even governments, rather than the 
rights and expectations of people.  
What about debate on whether or 
not an employee prefers a non-union 
agreement or a direct relationship 
with their boss?

Deals on pay and conditions 
are done behind closed doors, 
overseen by the flawed Fair Work 
Commission, and the deals apply to 
whole industries, irrespective of the 
ability of a particular business to 
afford them. 

All of these decisions are largely 
exempt from competition law 
and protected by the symbiotic 
relationship between organised 
labour and the political class. 

EVERYTHING IS 
CHANGING

The current foundations of the 
industrial relations system were 
put in place when Australia was a 
small economy protected by a fixed 
exchange rate and a restrictive 
immigration policy, inside a 
domestic market insulated by tariffs, 
trading largely with countries of the 
British Empire. None of these factors 
bear any resemblance to the reality 
on the ground in the 21st century.

The Australian economy is now 
more diverse, outward looking and 
services-based. 

Employers have to keep on top 
of currency movements, borrowing 
costs, increased utility costs, land 
charges, tax rises and changes in 
markets both here and overseas.

Wages are paid by individual 
businesses to individual 
employees—they are not paid 
by whole industries to groups of 
workers. From a business point of 
view, they have to be able to pay 
employees based on conditions in 
that business. 

Similarly, from an employee’s 
perspective, eight hour days and 
five day working weeks in the 
same workplace for 40 years is no 
longer the reality for most people. 
Many of today’s careers are a mix 
of full-time, part-time and casual 
employment, often interspersed 
with life events such as study, 
travelling, parenthood, or of course 
unemployment. 

In his August 2016 IPA research 
essay, Your Right To Work, Stephen 
Sasse noted that female workforce 
participation had increased from 
44 per cent in 1980 to 60 per cent 
today, while manufacturing sector 
employment had dropped from 16 
per cent of the workforce in 1985 to 8 
per cent. Also, the self-employed now 
represent 17 per cent of the workforce 
and 18 per cent of employment 
engagements are less than 12 months 

in duration. Almost 10 per cent of 
the workforce is also classified as an 
independent contractor.

The institutions that have formed 
the bedrock of the current system 
are also under significant pressure. 

Union membership has fallen 
from 46 per cent of the workforce 
in 1986 to only 15 per cent of the 
workforce in 2014—only 11 per cent 
for private sector employees. 

Amalgamations have broken 
the historic connection between 
unions and vocations, along with 
workplaces and members, with 
many unions now resembling the 
big businesses from whom they 
claim to protect their members. 

Anecdotal evidence suggests 
that membership of employer 
organisations is also under 
considerable pressure. 

Better-educated people who 
change jobs or industries are 
more likely to be an employer or 
independent contractor themselves, 
or if they are an employee, to have 
the confidence to talk to their 
employer about working conditions. 

Even the Productivity 
Commission’s otherwise 
uninspiring November 2015 report 
into Australia’s Workplace Relations 
Framework found that ‘an improved 
workplace relations framework must 
involve decision making that is not 
unnecessary beholden to precedent, 
excessive process, or to dated labour 
market structures’.

BRETT HOGAN
Director of Research at the  
Institute of Public Affairs

AUSTRALIA’S 
THREE WORKPLACE 
SAFETY NETS ARE 
INCREASINGLY 
TRIPPING OVER EACH 
OTHER AS THEY ALL 
SEEK TO IMPOSE  
THEIR OWN FORM  
OF ‘PROTECTION’  
FOR WORKERS. 
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A good example of the 
complexity of the current system 
and its inability to adapt to change, 
even when the major players agree, 
can be found in the current saga 
involving the status of enterprise 
agreements between shop assistants 
in the Shop, Distributive and Allied 
Employees Association (SDA) and 
major companies such as Coles 
and McDonalds, showing how 
Australia’s three competing and 
contradictory sets of minimum 
standards are slowly strangling the 
nation’s workplace relations system.

In 2015, SDA members signed 
off on a new Enterprise Bargaining 
Agreement with Coles, which 
reduced some employee penalty 
rates in exchange for a higher base 
rate of pay. Over 90 per cent of 
employees voted for the change, 
which was subsequently ratified by 

the Fair Work Commission.
However, in May this year, the 

Commission changed its mind 
following an appeal initiated 
by just one of Coles’ 77,000 
employees, together with a union 
that wasn’t even a party to the 
agreement.

In essence, the appeal 
successfully argued that because 
some employees predominantly 
work shifts that attract penalty 
rates, those employees would not 
be better off, thus contravening the 
Fair Work Act’s Better Off Overall 
Test. Unsurprisingly, Coles decided 
to walk away, and the union is in 
damage control.

These developments mirror a 
similarly structured SDA agreement 
with McDonalds—an agreement 
with 97 per cent employee support—
which has been criticised for paying 
employees a base rate of $20 per 

hour, despite this being some 50 
per cent higher than the German 
minimum wage of €8.5 per hour and 
almost three times the Australian 
unemployment benefit pay of $6.94 
per hour.

Australia’s three workplace 
safety nets are increasingly tripping 
over each other as they all seek 
to impose their own form of 
‘protection’ for workers. 

The annual minimum wage 
decision feeds into a complicated 
and cascading set of minimum 
rates and applies to employees and 
businesses throughout the country. 
The current adult rate of $17.70 an 
hour, or $672.70 for a standard 38 
hour adult working week, is one of 
the world’s highest.

Australia has 122 industrial 
awards, some of which prescribe pay 
and conditions in excruciating detail 
and govern workers over whole 
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industries. The Cotton Ginning and 
the Cemetery Industry awards apply 
to this very day.

A set of 10 National 
Employment Standards, which 
started in the Howard era and 
were expanded under the Rudd/
Gillard governments, also cover 
all employees on matters including 
annual leave, personal leave, 
redundancy pay, and maximum 
hours of work.

Is it really surprising that a 
particular workplace agreement 
might not be able to tick every box 
on every piece of paper and leave 
every worker on every shift better 
off?

It’s ironic that the Rudd 
Government’s inability to 
countenance any lowering of 
conditions when it consolidated 
1500 state and federal awards into 
these 122 so-called ‘modern awards’ 
has made them so uncompetitive 
in the marketplace that unions, 
employers and even the Fair Work 
Commission have been prepared  
to leave them behind. 

Australia’s workplace relations 
system is finding it increasingly 
difficult to reconcile its 19th century 
approach to institutions and 
regulation in a modern 21st century 
economy. 

WHAT SHOULD 
GOVERNMENT DO?

Industrial relations and 
employment law is actually about 
people, and their ability to earn an 
income, support a family and take 
greater responsibility for their own 
lives.

As Arthur Brooks of the American 
Enterprise Institute has argued: 
‘There is nothing more important to 
someone’s self-esteem than feeling like 
they are of value to others, and there 
is no better way to achieve that than 

through paid employment’.
The goal of employment law 

should be to provide opportunities to 
help get unemployed people back into 
work, be flexible enough to encourage 
people to stay, and responsive to 
changing circumstances in businesses 
and the wider economy.  

Australia needs a legal framework 
that recognises the differences that 
exist between people, workplaces, 
forms, hours and locations of work, 
while putting the interests of people 
before the interests of institutions.

The effective exemption of unions 
and employer organisations from 
competition law is an area in need of 
reform, along with the prescription 
of uniform wages and conditions 
regardless of the ability of a business 
to pay, and the blurred lines between 
participant, regulator and legislator.

Automatic annual increases on 
centrally mandated, world’s highest 
minimum wages—imposed over the 
whole economy—are not the most 
effective way to help people get and 
keep a job, or help struggling employers 
compete in the global marketplace.

The Turnbull government needs 
to urgently address some of the major 
problems with the current Fair Work 
Act, including encouraging greater 
agreement flexibility and narrowing 
the scope for lawful industrial action 

and union right-of-entry laws,  
along with allowing employees  
to take home more of their own pay.

A long term vision for reform 
would have to include removing the 
distinction between employment and 
independent contracting, institutional 
renewal by abolishing the Fair Work 
Commission while strengthening 
the Fair Work Ombudsman, and 
consolidating existing workplace 
safety nets by abolishing the award 
system and removing the ‘social 
component’ from the minimum wage 
paid by employers.

As a first step, the award system 
needs to be put out of its misery 
and abolished once and for all. 
Centralised and prescriptive sets of 
pay and conditions that apply to whole 
industries make as much sense in 
the 21st century as state government 
regulation of the bread industry.

A single, legislated set of National 
Employment Standards could easily 
replace awards and the minimum 
wage system, removing much of the 
work of the Fair Work Commission. 

Legislation that exempts unions 
and employer organisations from the 
heat of competition laws should be 
repealed and individual workplace 
agreements should once more be 
encouraged and better protected 
under the law. 

A workplace relations system 
that prioritises precedent and 
institutions ahead of all else is one 
that is ripe for reform. 

Unfortunately, there doesn’t appear 
to be much ambition on the part of the 
Turnbull Government to set out an 
agenda for wholesale change.  In April 
2016, Federal Employment Minister 
Michaelia Cash said the Turnbull 
government had no intention to 
‘swing the pendulum to the right’ on 
industrial relations. 

To say that this is disappointing 
would be an understatement. The 
system clearly needs a radical 
overhaul. R

THE INDUSTRIAL 
RELATIONS POLICY 
DEBATE IN AUSTRALIA 
TENDS TO BE ABOUT 
THE RIGHTS AND 
PRIVILEGES OF 
UNIONS, EMPLOYER 
ORGANISATIONS, 
INSTITUTIONS AND 
EVEN GOVERNMENTS, 
RATHER THAN 
THE RIGHTS AND 
EXPECTATIONS  
OF PEOPLE.  
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Australia’s wasteful criminal justice system needs a major  
overhaul, but we shouldn’t leave it to the bureaucrats,  

writes Andrew Bushnell

CRIME &
PUNISHMENTS
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A
ustralia’s criminal justice 
system is ineffective 
and wasteful, failing to 
protect the community 

from crime and recidivism while 
costing taxpayers more and more each 
year. Possible causes of this failure 
include a misallocation of resources 
within the system, an incorrect 
punishment mix and an over-reliance 
on the criminal law by legislators.

Criminal justice is one of the most 
important functions of government. 
The protection of people and their 
property is what makes ordered 
liberty possible, and it depends on 
criminals receiving the punishments 
they deserve. By consistently imposing 
penalties on those who break the law, 
the state gives its citizens confidence to 
live, work, and raise their families free 
from violence and undue interference. 

However, far from constituting 
a blank cheque for bureaucrats, 
the importance of criminal justice 
only reinforces the need for public 
scrutiny of the system’s results 
and costs. In Australia right now, 
applying this scrutiny reveals a 
picture of a distinctly flawed system.

MISALLOCATED 
RESOURCES

There is no shortage of money in the 
criminal justice system. According 
to the Productivity Commission’s 
Report on Government Services 2016, 
more than $15.3 billion was spent by 
Australian governments on criminal 
justice across 2014-15, up from $13.9 
billion five years ago. This increase 
is more or less in line with inflation 
but it shows clearly that money is 
not being taken out of the criminal 
justice system. 

More interestingly, the same 
report indicates that proportionately 
more of Australia’s criminal justice 
expenditure is being directed towards 
corrective services, of which the 
largest cost is prisons. Five years ago, 
22 per cent of criminal justice budgets 
went to corrective services. This has 
risen to more than 24 per cent.

Prisons cost Australian taxpayers 
more than $4 billion each year. That 
is $110,000 per prisoner per year. 

At the same time, as resources 
have been redirected from policing 
to punishment, the adult offender 
rate has increased. Between 2008-9 
and 2014-15, the number of adult 
offenders increased by 15 per cent. 

We are seeing the development of 
a system that prefers to deter people 
with penalties rather than to prevent 
offending with active policing. There 
are good reasons to believe that this 
approach is wrong-headed.

We need to remember the 
purpose of incarceration. The one 
function of prisons that other forms 
of punishment (other than the death 
penalty) cannot achieve is protecting 
the community from dangerous and 
anti-social criminals by removing 
them from circulation. 

Incarceration does also have 
a deterrent effect. But this effect 
does not increase in proportion to 
the length of the prison sentence 
to be served. Research into the 
characteristics of criminals shows 
that criminals do not give as much 
weight to the future as law-abiding 
citizens. This means that for a 
criminal, 20 years in prison is much 
the same as 10 years. However, 
criminals are sensitive to the 
likelihood that they will be caught. 
This suggests that crime may be 
more effectively deterred through 
an emphasis on detection and 
apprehension. And this implies a 
greater role for police.

Lastly, we know that prisons 
are not very effective in preventing 

criminals from reoffending. Of all 
the prisoners in Australia, 59 per 
cent have been incarcerated before 
and 44 per cent of released prisoners 
reoffend within two years of their 
release. And because ex-prisoner 
status is associated with a lack of 
employment and stable housing and 
these factors are in turn associated 
with criminality, imprisonment can 
be to the longer-term detriment of 
community safety. 

Given that incarceration is 
increasingly taking money away 
from the police and is failing to deter 
crime and reoffending, it is worth 
considering whether some non-
violent criminals can be punished 
in a different way, provided doing 
so is safe and can be accepted by the 
community as sufficiently retributive.

PUNISHMENT REFORM

Right now, up to 46 per cent of those 
incarcerated in Australia are non-
violent offenders. That is, their worst 
offence was a non-violent offence. 
Incarcerating these people costs 
as much as $1.8 billion a year. It is 
likely that we can make our criminal 
justice system more effective and 
efficient by expanding the use of 
non-carceral punishments for some 
of these offenders.

For offenders who do not pose 
a physical risk to the community, 
home detention and community 
corrections orders can be applied. 
The previous Liberal government 
in Victoria, for example, replaced 

PRISONS COST 
AUSTRALIAN 
TAXPAYERS MORE 
THAN $4 BILLION EACH 
YEAR. THAT IS $110,000 
PER PRISONER  
PER YEAR.
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suspended sentences with 
community corrections orders 
that give judges more options for 
controlling offenders being punished 
in the community. Furthermore, the 
current South Australian government 
recently gave judges more freedom to 
impose home detention on criminals 
who meet certain criteria. 

Fines and restitution orders 
should also be expanded. Fines allow 
the community to recoup some of 
the cost of repairing the damage 
caused by offenders. Restitution 
is even more powerful, providing 
direct recompense to victims. 
The Labor member of parliament 
Andrew Leigh has proposed that the 
Commonwealth tax and transfer 
system be used to collect fines by 
garnishing offenders’ wages and 
benefits. If implemented, this system 
would facilitate a greater use of 
monetary punishments.

The guiding principle of criminal 
punishment is proportionality: The 
punishment must fit the crime. The 
question of punishment reform, 
then, is not whether criminals ought 
to be punished, but whether prison 
is always the best punishment. 
This needs to be assessed in terms 
of satisfying victims’ rights and 
interests, protecting the community 
and deterrence. The exact mix of 
punishments that this implies is still 
to be worked out.

But what we do know is that 
in Australia there are a number of 
non-violent criminals currently 
incarcerated at great cost, and that 
the growing use of incarceration in 
Australia is taking money away from 
the police while doing very little 
to curb rising crime rates or stop 
offenders from becoming habitual 
criminals. For this reason,  
we need punishment reform that 
delivers better results in these 
respects while still satisfying victims 
and the community.

CRIMINAL LAW REFORM

It follows from punishment reform 
that we should also consider whether 
we are over-criminalising individual 
conduct. Just as the overuse of 
prison represents a misallocation 
of resources that makes us all less 
safe, our legislators’ over-reliance on 
the criminal law to discourage and 
penalise behaviours they don’t like 
takes resources away from policing 
and enforcing more important laws.  
Australia is being smothered by 
regulation, and one aspect of this is 
the criminalisation of behaviours 
causing no direct harm to others, 
or causing harm better treated 
through civil law. For example, you 
can be imprisoned for up to seven 
years for damaging a protected 
wetland. Laws such as this one are 
redundant at best and oppressive  
at worst. They are rarely, if ever, 
used, with regulators preferring  
to work with those who are 
regulated to remedy potential 
breaches. 

But the growing use of the  
criminal law is also an attempt  
by the administrative state to scare 
the public by elevating concern 
about certain favoured interests. 

As a matter of principle, over-
criminalisation is a perversion of 
the criminal law, expanding it to 
areas where what is truly required 
is a remedy, not retribution. It is 
essentially an ideological argument 
about which matters deserve public 

opprobrium. Call it legislative  
virtue signalling.

And in practice, this means  
ever-greater resources are  
dedicated to compliance and 
regulation activities. 

Criminal justice reform,  
then, is not only about rationalising 
the criminal justice system, but  
also about criminal law; not just 
about what happens to people 
caught up in the criminal  
justice system,  but who that  
system affects.

THE US EXPERIENCE

Australia is not the first country 
to face the twin problems of 
misallocated criminal justice 
spending and an expanding 
regulatory criminal law. The United 
States has long had an incarceration 
rate far higher than other Western 
countries—almost four times the 
rate in Australia. The Heritage 
Foundation found that in the US 
there are up to 5000 criminal laws 
on the statute books at the federal 
level alone. 

In the last 10 years, though, 
several conservative states in the 
US have undertaken substantial 
reforms, reducing incarceration 
safely and taking steps to wind 
back over-criminalisation. States 
such as Texas have switched to 
imposing non-carceral punishments 
on drug users and other low-
level offenders, and redirected 
money from new prison spaces to 
improved supervision practices 
and rehabilitation programs, 
and to parole reforms. They have 
seen positive results, with lower 
recidivism rates and slowed 
expenditure growth from reduced 
incarceration.

On the over-criminalisation 
front, reformers have had success in 
restoring the requirement of mens 
rea to regulatory offences. Mens rea 

  CONTINUED

AS A MATTER OF 
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is the mental element of a crime—
the requirement that the offender 
knew or should have known he was 
breaking the law. A great many 
regulatory criminal offences are strict 
or absolute liability, meaning that 
there is no requirement of fault. 

It might be argued that the US 
is too different from Australia to 
draw any valuable lessons from 
their experiences. It is true that 
Australia has nothing like the level 
of incarceration of states like Texas, 
and that the extent of regulatory 
criminal law and the use of strict 
and absolute liability in Australia 
needs to be investigated further. But 
criminal justice reform is not just 
about what is wrong now. It is about 
avoiding problems in the future. 
And this involves understanding 
what a well-ordered criminal justice 
system based on conservative 
principles looks like.

DOING NOTHING  
IS NOT AN OPTION

If conservatives do not engage with 
the failures of the criminal justice 
system, then the reform space will be 
occupied by others, who are not likely 
to share our conception of justice, 
based on individual rights, personal 
responsibility and just retribution. 

The field of criminology is 
dominated by a worldview that sees 
crime as the inevitable product of 
societal dysfunction. On this view, 
individual criminals cannot be held 
accountable for their actions because 
they are not truly the authors of them. 
Instead, crime is seen as a function 
of poverty and under-education, and 
its remedy is an expansion of social 
welfare, administered by an ever-
growing state, paid for, inevitably, by 
higher taxes. 

The goal of the criminal justice 

system is not to somehow engineer 
a crime-free society. It is instead to 
defend the rights of individuals by 
ensuring that those who breach them 
are fairly punished, and by doing so 
to perpetuate the civil peace within 
which individuals and families can 
flourish. 

But to realise our principles, we 
must acknowledge the failures of the 
current system and work to correct 
them. It is only by doing so that the 
traditional conception of criminal 
justice can prevail in the face of 
a radical challenge from those 
who see crime as a pathology and 
citizens only as potential patients. 
Conservative criminal justice 
reform is a piece of the broader 
conservative agenda of rolling back 
the administrative state. The point is 
not to reimagine criminal justice de 
novo, but to sustain and strengthen 
the system into the future. R

CRIMINAL JUSTICE R
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T
o fix health care and 
human services – two 
government programs 
as egregiously expensive 

as they are important - we need 
to solve a basic property rights 
problem. It’s not a spending issue. 
It’s not a management flaw. This is a 
problem of data ownership and we 
can solve it with new technology.

Healthcare ($150 billion) and 
human services ($165 billion) 
consume about 60 per cent of 

Australia’s federal and state  
budgets. Any solutions in these 
domains that can drive even 
marginal improvements will  
make a huge difference to  
public finances, but most effort  
in this space is directed at  
spending constraints or 
organisational efficiencies.

What is striking about both 
domains, compared to other  
sectors of the economy, is how 
resistant they are to change  
through productivity growth and 
innovation. In one sense, this is 
unsurprising, given they are mostly 
services, and highly regulated, 
making change costly. Healthcare 
also invests heavily in research and 

development, which drives demand 
for new products and services, 
leading to even more spending. But 
both domains have fundamental 
architectural design principles that 
constrain innovation.

A key issue is data, particularly 
patient or client data. From the 
beginning, for reasons related both 
to atavistic technologies and to 
the prerogatives of statecraft, data 
records have been almost entirely 
centralised.

Centralised data—patient 
records and human services client 
databases—is widely regarded as a 
good thing. It promotes legibility, as 
a single clear record, and facilitates 
control, as a standardised format 

THE BIG 
CURE 

New technology can fix Australia’s ailing health  
system, but only if government hands control  
of personal data to citizens, writes Jason Potts.
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that can be centrally managed and 
monitored. Decentralised records 
would be potentially chaotic, so 
instead we have silos of centralized 
data across each delivery domain.

Yet because many services 
overlap, there is increasing value in 
sharing these records. The frontier 
of public service management is the 
drive to promote interoperable or 
joined up data. This is logical, from a 
managerial efficiency perspective. It 
is also expensive, requiring extensive 
re-engineering of legacy database 
systems. 

There is another way to solve 
this problem. It involves recognising 
that the solution is not necessarily 
fully integrated data centralisation, 

but rather to shift the ownership 
of the data. At the moment, the 
government owns the data. What if 
the patient or client owns their data?

To appreciate why that shift 
in personal data property rights 
might be key to revolutionising 
the innovation potential of these 
sectors, we need to look to three new 
technologies: two of which  
you probably already use many 
times a day, and one that you may 
have heard of but not appreciated  
its significance. 

These technologies are the smart 
phone, artificial intelligence (AI), 
and the blockchain. My claim is 
that the combination of these three 
technologies will revolutionise how 

healthcare and human services are 
delivered, and possibly much faster 
than you think, but only when all 
three are combined. With just one 
or two, nothing much changes. For 
this revolution to happen, we need 
to change the basic architecture and 
property rights of data ownership. 

The current default gives 
government ownership of client 
data, which it then manages. To 
enable these three technologies to 
unleash their full potential, the 
ownership of data needs to shift to 
the patient or client, who will then 
give permission to the government 
and others to access that data. 
How does this shift engender a 
revolution?
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First, consider what a 
smartphone is. It is not a phone, 
or even a portable computer, but a 
multi-tool that can be used, with 
targeted apps, to generate vast 
amounts of real-time biometric and 
sociometric data. Already, terrabytes 
of such data are generated, almost 
none of which enters the public 
health system. 

Second, consider AI, such as 
IBM’s Watson. It does not replace 
doctors or nurses, but is a tool that 
embodies deep knowledge that 
can input patient generated data 
to suggest or augment diagnoses. 
AI can also work to reveal patterns 
and discover connections in social 
data that are difficult for humans in 
the field to see. AI can significantly 
augment service delivery, when it 
has access to data.

Third, consider the blockchain, 
the newest of our three technologies, 
which is a technology for creating 
public records.

A blockchain is a 
cryptographically secure 
decentralised database. If we move 
health and client records from 
centralised government databases 
onto the blockchain, the benefit 
is that we incentivise citizens to 
contribute data to the blockchain 
on smartphones, in return for those 
same clients choosing to grant 
access to that data. They may permit 
government to have access, but also 
to others, including AI. 

To innovate in healthcare and 
human services, we need to engage 
all three technologies. But first we 
need to change the structure of 
data ownership from centralised 
government ownership, the current 
default, to individual ownership. 

With individual ownership of 
data—giving citizens the power to 
decide who gains access to their 
data—each citizen has an incentive 
to upload as much data as possible 
to the blockchain in return for the 
best possible service, some of which 

may come from AI. Moreover, 
with blockchain technology, data 
sharing can be precise, and becomes 
a bargaining process. This would 
enable entrepreneurial innovation in 
this space. 

If we want to fix health and 
social services, data should no 
longer be stored and owned by 
government, but should be created, 
uploaded and managed by citizens. 
Government would have access 
to the data because citizens see 
value in granting access. But first 
we need a revolution in property 
rights, shifting data ownership 
from a default setting of ‘owned 
by government’ to a new setting in 
which data is owned by citizens. 

The future of healthcare and 
human services depends on new 
technology, but this requires a 
fundamental shift in property rights 
over personal data. This change, as 
messy as it is, needs to happen if we 
are to solve the innovation problem 
in health and human services. R
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‘R
egardless of whether 
Labor or Liberal 
wins the election, we 
still end up with a 

Catholic Prime Minister.’
You would think these were the 

words of a 1950s sectarian zealot. 
In fact, this was commentary on the 
2016 Federal election by Victorian 
MP and Sex Party President Fiona 
Patten. In an email to supporters 

during the recent election campaign, 
Patten found it seemingly difficult to 
hide her intolerance, describing her 
party’s campaign efforts as an ‘all-
out-war on the Catholic Church’. 

The weapons in this war are 
not bombs, but laws. One of the 
proposed laws in this arsenal would 
remove religious exemptions from 
Victoria’s anti-discrimination 
legislation. This is important, 
because the way issues are resolved 
will set a precedent for calls to 
change similar federal laws—and 
raises wider questions about 
religious freedom in Australia.

The Andrews Labor government, 

supported by the Sex Party and the 
Greens, recently introduced a bill 
into Victoria’s parliament scaling 
back religious exceptions in Victoria’s 
Equal Opportunity Act. Religious 
organisations will no longer be able to 
make employment decisions in line 
with the doctrines, beliefs or principles 
of their religion unless conformity is an 
‘inherent requirement’ of a particular 
position. Christian Schools Australia 
chief executive Stephen O’Doherty has 
denounced this ‘draconian attack on 
religious freedom principles’.

Religious organisations are 
afforded exemptions to protect their 
religious ethos and charism. This 

FREEDOM  
OF RELIGION  
IS MORE THAN JUST  

FREEDOM  
OF WORSHIP
Religious freedom is under threat from 
all sides, writes Aaron Lane.
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protects the religious freedom of 
their members by enabling religious 
organisations to provide services 
such as education and healthcare 
in a way that is consistent with 
their beliefs and values. Political 
and cultural organisations receive 
similar protections—although 
curiously the government isn’t 
proposing removing those.

The Bill would provide 
exemptions to clergy, or for the 
selection of people to perform 
functions in relation to any 
religious observance, but this is 
not enough. Religious freedom is 
more than a freedom to worship. 
Religious practice might manifest 
itself in a number of ways—prayer, 
church services, and display of 
religious icons or symbols such as 
the crucifix. But participation is 
expressing an underlying belief, 
not the belief itself. Religious belief 
exists beyond Sunday morning, and 
so should the freedom to live this 
out within a community of believers. 
People cannot abandon their faith 
outside the sanctuary of the church 
any more than people without faith 
can abandon their lack of faith. 

The balancing exercise of 
maintaining religious freedom with 
rights against discrimination will 
always be difficult, but the proposed 
changes make it prohibitively 
harder. The major problem with the 
‘inherent requirements’ test is who 
must apply it. 

Religious organisations already 
apply a version of the test when 
employing somebody. Take a 
Christian school for example. 
For a religious education teacher, 
participation in a parish community 
is a usual requirement. For other 
classroom teachers, committing to 
‘support the Christian ethos of the 
school’ may suffice. What about 
administrative and support staff 
with limited student contact? The 
existing laws leave that question 

to individual schools reflecting on 
their unique circumstances. The 
standard that a school imposes will 
depend on the position’s influence 
over the religious ethos, and how 
much it might limit the number of 
potential of candidates for the role. 
When an organisation gets it wrong 
by making an unjust decision, the 
possibility of adverse publicity is 
a reputational issue – a natural 
corrective mechanism.

The proposed laws would shift 
the question from the organisation 
to the state. The Victorian Civil and 
Administrative Tribunal would have 
the impossible task of deciding on 
the doctrines, beliefs or principles 
of a religious organisation—a canon 
lawyers’ picnic. The tribunal would 
then set the ‘inherent requirements’ 
bar. Victorian Minister for Equality, 
Martin Foley, has said that ‘equality 
is non-negotiable’. If the tribunal 
shares this attitude, religious 
organisations are sure to be stripped 
of all of their religious objectives—
irreparably eroding the religious 
identity of the school, with no 
obvious corrective force.   

Religious organisations face a difficult 
task in resisting these changes—and 
other similar issues. Patten and others 
will disregard any arguments made 
on religious grounds. As Jesuit priest 
Frank Brennan pointed out in Acting 
on Conscience:  ‘Persons with religious 
views…were treated as if they had 
no cards at all. The only cards which 
could be played from the hand were 
cards which would be valued by 
liberal atheists.’

The task of persuasion is made 
more difficult by two issues. First, 
most religious bodies have a poor 
record on religious freedom prior to 

the 1960s. Take the Roman Catholic 
Church, for example. The Second 
Vatican Council in 1965 taught 
‘religious freedom has its foundation 
in the very dignity of the human 
person’, where the church previously 
held that there was no right to 
religious freedom—only that 
‘tolerance’ towards non-Catholics 
was sometimes unavoidable. Second, 
liberal arguments for religious 
freedom border on relativism, which 
can undermine religious beliefs 
about an objective truth. 

Reflecting on an increasingly 
hostile secular environment, the 
late Cardinal Francis George said: ‘I 
expect to die in bed, my successor will 
die in prison and his successor will 
die a martyr in the public square. His 
successor will pick up the shards of a 
ruined society and slowly help rebuild 
civilisation, as the church has done so 
often in human history.’

While dramatic, Cardinal 
George shares the perception of 
the escalating threats that religious 
organisations face from legislators 
who do not understand people of 
faith—and perhaps do not want to.

The Victorian proposal is 
just one example. Federal anti-
discrimination and tax laws are 
within the secularists’ sights, and 
the debate about religious protection 
within proposed same-sex marriage 
laws is heating up. Recall that 
the Archbishop of Hobart was 
recently taken to Tasmania’s anti-
discrimination commission for 
distributing a booklet promoting 
the church’s teaching on marriage to 
the families of students in Catholic 
schools. Although the complaint was 
ultimately withdrawn, the chilling 
effects are keenly felt.

These are the current battles. 
In order to win the war, however, 
people of faith need to advance a 
positive case for the protection of 
religious freedom in our pluralist, 
democratic society. R

FREEDOM  
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CIVILISED 
ECONOMICS 
The social life of interwar Vienna shaped free market economics,  

writes Darcy Allen.
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F
rom Friedrich Hayek 
to Ludwig von Mises, 
contemporary Austrian 
economics is closely 

associated with familiar, classically 
liberal views. Put simply, the 
Austrian tradition focuses on why 
and how decentralised planning 
and individual decision-making is 
necessary to maintain an orderly 
society, and comes with a scepticism 
and reluctance towards government 
interference.

But this interpretation of 
Austrian economics is too narrow, 
according to a brilliant new book by 
cultural economist Erwin Dekker, 
The Viennese Student of Civilization: 
The Meaning and Context of Austrian 
Economics Reconsidered. It should be 
broadened to include cultural roots 
and lessons extending beyond the 
traditional economic sphere. 

Dekker’s convincing argument 
puts the maturing of the modern 
Austrian tradition within a cultural 
context of interwar Vienna in the 
1930s and 40s.

In this book Dekker weaves a 
compelling narrative on the impact of 
the rise of fascism and socialism—and 
with them the perceived downfall of 
Western civilisation—and how this 
shaped the way Austrian economists 
viewed the world. 

The flavour of Austrian economics 
is distinctive because it focuses 
on individual decision-making, 

choice, and action. It attempts to 
understand market processes rather 
than outcomes, and acknowledges 
the natural limits of the human mind 
regarding knowledge and uncertainty.

But what is it about the method, 
focus, and engagement of Austrian 
economics that contrasts so 
markedly with technical mainstream 
economics? 

 In early 20th century Vienna, 
Austria’s unique intellectual climate 
was not confined to the disciplinary 
walls of academia. Intellectual 
endeavour was in the social realm of 
the Viennese circles, or ‘Kreis’. Each 
of these overlapping circles had a 
different focus, such as philosophy, 
art, political science or literature. 
There were also breadths of speciality. 

From the architecture of Adolf 
Loos, to the psychology of Sigmund 
Freud, and the compositions of 
Gustav Mahler, the Viennese 
circles demonstrate how thick 
and interconnected social bonds 
generated a marvellous period of 
intellectual creativity.

 Austrian economics is regularly 
traced back to Carl Menger in his 19th 
century classic Principles of Economics, 
but these principles did not mature 
until the following century.

It was in the 20th century that 
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Austrians were spurred on through 
important global economic debates 
and pressures, such as the ‘socialist 
calculation debate’ when socialist 
planners and Austrian economists 
asked how a government could 
effectively plan an economy in the 
absence of market prices.   

 Advocates of socialism argued 
that experts could formulate market 
prices while maintaining some aspects 
of a market economy, and that such a 
socialist system could be superior and 
more efficient than capitalism.

 Somewhere between the clichéd 
Viennese coffeehouse and university, 
several Austrian economists 
developed their counter arguments. 

In particular, throughout the 1920s 
and 1930s, many of the scholars in the 
central economic circle, the ‘Mises 
Kreis’, were focused on this problem. 

And what did they conclude? Put 
simply, they argued that experts 
could not formulate market prices 
because they were based on the 
coordination of subjective and 
distributed information that no 

planner could ever obtain. 
The by-product of this debate 

was a deeper understanding of the 
economics of value, information and 
markets; understandings which now 
distinguish Austrian economics. For 
instance, it was in this context Hayek 
later famously elucidated the argument 
that markets were indispensable 
as coordinating mechanisms for 
distributed information. 

 While it would be easy to place 
Austrian economists solely within 
the category of economics, or even 
in philosophy, their analytical 
scope is much broader than prices, 
production and markets, especially 
in the context of interwar Europe. 
The Austrians were not just 

   Franz Sedlacek, Industrial Landscape (1934)

  CONTINUED
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economists, according to Dekker. 
They were students of civilisation.

Austrian writings of this time 
reveal a tragic sentiment. Socialism 
was considered inevitable. Joseph 
Schumpeter’s famous book 
Capitalism, Socialism and Democracy 
contended that capitalism would 
eventually destroy itself and socialism 
would prevail. Walking around the 
picturesque Ringstrasse in Vienna 
with one of his students, von Mises 
once said that grass would grow where 
he was walking.

Early Austrian economists had 
seen themselves largely as passive 
onlookers of this trend towards 
fascism, socialism, and Nazism. 
Their role was to understand society, 
while maintaining a 'hands-off' 
attitude, making them resigned, 
reluctant, and fatalistic. They 
understood the complexity and 
fundamental lack of knowledge of 
the social scientist. Social scientists, 
in their view, should repress their 
natural instincts to intervene or to 
show what should be done.

But while previously the rise of 
socialism was considered inevitable, 
Austrians (in various degrees) saw 
these movements as a revolt against 
civilisation. This is perhaps most 
clearly articulated by Hayek in a 
forward to von Mises’ book: “We 
felt that the civilisation in which  
we had grown up had collapsed.  
We were determined to build a 
better world.”

Such a tragic outlook, however, 
brings into clear view a fundamental 
tension with Austria’s traditional 
‘hands-off’ heritage. How should 
they respond to the seemingly 
inevitable decline of their civilisation? 
Should they step outside their 
passive academic role as ‘students of 
civilisation’ and begin to defend it?

In the early 20th century, Dekker 
argues, there was a fundamental 
shift in the way Austrian economists 
saw themselves. They became active 

defenders of a liberal civilisation.
Their role was no longer simply 

to understand the complex economic 
system. It was their duty to actively 
defend it. 

Both Hayek and Karl Popper 
referred to their work as their 
‘war effort’. But how would such 
intellectual war be fought? 

As many readers would 
understand, classically liberal 
institutions are difficult to explain. 
The liberal tradition is more 
concerned with explaining what not to 
do than what to do. But in exploring 
this problem—in the context of the 
Viennese circles—Austrian economics 
flourished. 

The Austrians began to look 
outwards, explaining complex ideas to 
the layperson. Hayek’s 1944 book, The 
Road to Serfdom, has shorter versions 
published in Reader's Digest, selling 
more than two million copies.  

In other works, Hayek focused on 
explaining the shortcomings of 
human rationality, diminishing the 
overestimated powers of the expert. 
He explained why we should accept 
certain customs and traditions that we 
do not fully understand. 

Markets, while enabling individual 
action, also constrain and discipline 
unacceptable behaviour. While a free, 
liberal society defends individuals 
against the will of others, it does not 
protect them from the forces of the 
market, nor the customs of a society. 

To be civilised requires submission 
to a set of norms, traditions, and 
institutions that no one person can 
rationally understand, along with 

institutions that impose frustrating 
costs. Indeed, as Hayek wrote in 1982: 
‘Man has been civilised very much 
against his wishes.’ Interestingly, 
Popper makes a similar argument in 
relation to the ‘strain of civilization’.

Another way to translate this, as 
Dekker notes, is that ‘the defence of 
markets is the defence of civilisation 
itself for Hayek and von Mises’. The 
Austrian scholars became custodians 
or defenders of civilisation—a 
civilisation based on norms and 
traditions with fading popularity. 

 Even though the interwar period 
is fundamentally different from 
today’s society, the meaning and 
context of the intellectual output 
of Austrian economics remains 
remarkably valid. This is especially 
so given the clear push towards more 
state power and centralised planning 
through the regulatory state. 

Defending against this process, 
however, will not be easy. Think 
tanks, in particular, must argue 
and articulate submissions to the 
classically liberal propositions—
such as freedom of speech, property 
rights, and the rule of law—which 
unavoidably evade rational planning, 
and impose costs. Such costs, however, 
must be defended because they are the 
cost of living in a civilised society. 

This book is not just enlightening 
for the scholar of economics, but for 
those interested in the classical liberal 
tradition more broadly. It’s a book for 
those who wish to rally against the 
rational transformation of society.

It will teach you that the modern 
student of civilisation does not believe 
in the inevitable decline of our society 
and its institutions. They do not seek 
to design, but rather to understand 
and interpret. They are sceptical of 
quantification and expert opinion, but 
value tacit human experience. And, 
most importantly, their role and duty is 
both outward looking, to the layperson, 
and forward looking, to a freer and 
more liberal society and civilisation. R 
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UBER 
MARKETS 

Uber and Airbnb are part of a wider market revolution changing  
the way the world does business, writes Evan Mulholland. 
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T
he last few decades 
have delivered us a 
monumental shift in  
how we receive goods 

and services. 
Disruption has enabled people 

to get what they want, at a price and 
delivery time that works for them. 

We often delve into issues of 
markets with an optimistic view 
of great efficiency and service for 
people. But with efficiency comes 
responsibility to the consumer. We are 
finding that even without regulation 
and governance arrangements, 
markets often naturally solve issues of 
consumer welfare through ratings and 
reputation. 

Markets are ever evolving. In The 
Inner Lives of Markets, Ray Fisman 
and Tim Sullivan describe how even 
among the freest of markets and 
technologies, there are still distinct 
limitations to meeting genuine 
customer need without mistreatment 
by the buyer or the seller. 

So as a result of this natural 
skepticism of the buyer, sellers go out 
of their way to prove their sense of 
social good to the buyer. They use the 
example of how eBay sellers will say 
that they are going to donate a portion 
of their sale to charity, and how this 
is received by the consumer to make 
them more receptive to the seller. 

Our evolving markets are also 
changing the way we interact and 
transact. Uber, Airbnb and Google 
all make up part of this phenomenon, 
but this technological change can also 
match patients to hospitals, organ 
donors to blood type, and formulate 
distribution methods or aid. These are 
examples of two-sided markets.

All conversations about markets, 
especially those with friends interested 

in politics and economics, line up on 
two sides. One side fears innovation 
and change and believes pure free 
markets are a crypto-libertarian 
plot out to deregulate everything 
and enslave us all. The other side 
thinks free markets are the solution 
to everything and can solve all of the 
world’s problems and more.  

Fisman and Sullivan tell the tale 
of William Vickrey, a Nobel Prize-
winning market revolutionary. He 
believed that everyday decisions 
presented a series of optimisation 
problems to be solved. Vickrey was 
bemused by the established view of the 
world as a fully optimised place. Much 
of his work, as Fisman and Sullivan 
point out, involved observing apparent 
deviations from optimised efficiency 
and then providing solutions. 
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The Inner Lives of Markets: 
How People Shape Them  
and How They Shape Us

By Ray Fisman and Tim Sullivan 
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Legend has it that Vickrey came 
up with his model of congestion 
pricing—allowing prices to fluctuate 
in real time as a function of whether 
extra customers are overloading 
capacity—while commuting on a 
near empty late-night train home. 
Vickrey argued that a late night fare 
should cost much less, making it 
more attractive to commuters packed 
into peak hour trains. 

We see this model applied 
today through surge pricing on the 
ride-sharing Uber app, a modern 
version of Vickrey’s congestion 
theory where prices increase when 
demand is high, smashing through 
the fully optimised view of many 
of his colleagues. On Uber, when 
demand is at a peak, the prices for 
consumers increase through a surge; 

this encourages more drivers to get 
on the road to take advantage of the 
extra money they would receive and 
looks after the consumers who need 
to get home. 

Vickrey, however, is most famous for 
his second price sealed-bid auction, 
now described as the Vickrey auction. 
This is where the highest bidder pays 
the runner-up price rather than his 
own, and the bidder does not know 
what the other bidders are bidding for 
the item. As Fishman and Sullivan are 

fascinated to describe, the only task 
confronting the prospective bidder is 
figuring out how much he or she would 
be willing to pay for whatever is on offer. 

Although this book focuses 
on economic examples of this in 
America, this battle over market forces 
echoes in Australia too. In February 
this year, Unions NSW Secretary 
Mark Morey gave a speech to the 
ALP conference criticising Labor for 
going along with Malcolm Turnbull’s 
innovation agenda, arguing that start-
ups can mean a raw deal for workers 
as they often pay less than established 
companies and don’t always offer 
decent employment rights. 

This was highlighted again last 
month when Unions NSW released 
a report, Innovation or Exploitation: 
Busting the Airtasker Myth. They 
criticised Airtaskers for using the 
‘cloak of innovation to pursue archaic 
and outdated labour practices’.

For those unaware of Airtasker, 
it’s an app where you can put up a 
task, at the price you expect to pay. 
For example, when I recently moved 
house I needed some furniture put 
together, so I put the task description 
up on Airtasker and said I would be 
willing to pay up to $100. Within 
minutes I had around ten people 
bidding to build my furniture. Like 
Uber, people doing the tasks are rated 
so customers can see if they cast trust 
the person providing the service. And 
like Uber, customers are rated by the 
service providers.

My experience with Airtasker 
is just one example of structured 
examples of market fairness being 
turned on its head. Instead of me 
competing with fellow buyers, sellers 
compete for the task that I need 
done. And in an altered version of 
the Vickrey auction, I, the consumer, 
enter the price I think is appropriate.  

Technologies such as Uber and 
Airbnb have operated aggressively 
outside the regulatory system of 
state-based taxi and hotel laws. 
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Practically everywhere they have 
launched, governments have had no 
choice but to deregulate legislative 
mechanisms to allow for their entry. 

Platforms such as Airtasker and 
Freelancer offer a distinct challenge 
to Australia’s highly regulated 
workplace relations framework. 
The cost and accessibility of hiring 
services like a handyman or a 
cleaner are regular problems faced 
by the consumer—just as inflexible 
hours and underemployment is  
a huge problem for handymen  
and cleaners. 

Unions NSW criticises Airtasker 
for encouraging a race to the bottom 
pitting workers against each other 
in reverse auctions for work, using 
the ‘independent contractor’ label 
to circumvent minimum wage rates, 
workers compensation and basic 

employee safety nets. 
But consumers are voting with their 

feet, highlighting the impracticalities 
of regulated industries everywhere. 
Our over-regulated industrial relations 
system is no different.  

But it’s not just consumers who are 
better off because of this market 
advancement; it’s the workers. This is 
what Unions NSW fails to understand. 
A cleaner for a large company on the 

minimum wage can build a profile on 
Airtasker and clean in her spare time to 
make some extra money for her family. 
In the same way, an unskilled young 
person can deliver for Deliveroo or 
UberEats simply by owning a bicycle. 

Unions are not at all progressive 
in their outlook on work. In this 
circumstance, they are stuck 
in the past. Applications like 
Freelancer provide forward-looking 
opportunity and the dignity of work 
for low skilled workers—prospects 
that would not be afforded to 
them under our current industrial 
relations framework. 

Fisman and Sullivan’s The Inner 
Lives of Markets provides a detailed, 
compelling and often witty insight 
into how markets have shaped the 
way we live and how we are shaping 
the markets of tomorrow. R  

   Taxi drivers protest against Uber in Toronto, Canada in December 2015  |  Shutterstock
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TERRORIST 
CHIC  
IN THE 1970S  

Patty Hearst’s bizarre kidnapping is a 
window into the politics of the 1970s,  

writes Matthew Lesh.
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‘F
irst person puts up 
his hand,’ a woman 
screamed at frightened 
bank customers, 

‘I’ll blow his motherf--king head 
off!’ So began perhaps one of the 
most infamous bank robberies in 
American history. The case is not 
particularly interesting for the size 
of the robbery, nor for the violence 
of the attack. What made the 
90-second heist on April 15, 1974, so 
unique was the starring character.

Patty Hearst was a 19-year-old 
Berkeley student from a wealthy, 
famous and powerful Californian 
family. To this day the Hearsts 
own an empire of newspapers, 
magazines, and television stations 
worth billions of dollars. This made 
Patty the heir to an enormous 
fortune—an ideal kidnapping target 
for an obscure terrorist group, the 
Symbionese Liberation Army (SLA).

Jeffrey Toobin’s American Heiress 
chronicles the bizarre events of Patty’s 
kidnapping and swift conversion to 
the extremist cause in meticulous 
detail. The Hearst case featured the 
key emerging features of the modern 
world—media intrigue, celebrity 
shenanigans, and questions of 
appropriate justice. In particular, the 
story gripped the press. It provided 
visuals for television, recordings for 
radio, and perfect fodder for tabloids. 
Newsweek alone put Patty on the front 
cover seven times. The SLA provided 
tapes to radio stations and written 
statements to newspapers, which they 
demanded be printed in full. The 
initial focus was less political. It was 
more of a dramatic story of celebrity—
an heiress in captivity. 

However, the Hearst kidnapping 

also had substantial political 
meaning. It directly involved three 
American presidents—Jimmy 
Carter, Ronald Reagan, and later 
Bill Clinton. Toobin presents the 
events as the tale of 1970s America, 
a society simmering at the brink 
of economic downturn and 
shaken by the Nixon revelations, 
ideological tensions, and a growing 
counterculture movement. The level 
of political protest, which often 
turned violent, was extraordinary. 
In 1972 there were 1962 actual or 
attempted bombings in the US. In 
1973, there were 1955, and in 1974 
there were 2044. 

Much of this political protest 
was centred on the Bay Area and 
Berkeley, a traditional centre for 
hippy activity and drugs in the 1960s, 
and violence in the early 1970s. The 
SLA, which included criminals and 
student radicals, was one of many 
radical militaristic groups. The SLA 

American Heiress: The Wild 
Saga of the Kidnapping, Crimes 
and Trial of Patty Hearst

By Jeffrey Toobin, published by 
Doubleday, 371 pages
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was known for the murder of Marcus 
Foster, a controversial African 
American school superintendent. 
This particular act was condemned 
by much of the radical community, 
including the socialist black 
nationalist Black Panthers, despite 
their dislike for Foster. 

The SLA borrowed their rhetoric 
from the fashionable leftist sources 
of the era. Obsessed with public 
relations stunts and impassioned 
rhetoric, they signed off their 
communiques by calling for the 
destruction of the ‘fascist insect who 
preys upon the life of the people’. 
However, as Toobin explains, 
they lacked a coherent agenda or 
ideology. Nevertheless, they did have 
an animal spirit that in particular 
focused on performance, or 
‘guerrilla theatre’. 

The SLA was full of contradictions. 
They claimed to be an army, but in 
reality were a group of just seven 
people. Their ‘General Field Marshal’ 
Donald DeFreeze, an escaped 
criminal, fancied himself a leader of 
all African Americans, but he led a 
group of white, mostly middle class 
students who left home to become 
radicalised by the counterculture.

The initial kidnapping, a 
response to the arrest of two SLA 
members for the murder of Foster, 
took place on February 4, 1974. 
The SLA stormed Hearst Berkley 
apartment and her fiancé Steven 
Weed ran away screaming ‘take 
whatever you want’. They did. 
They took Patty. She became the 
first major political kidnapping in 
American history.

Patty was initially held 
blindfolded in a closet. The SLA did 
not actually have a plan to brainwash 
her - it was the unintentional result 
of their lack of strategy. They didn’t 
know what they were doing. They 
were threatening to her, but also 
made an effort to be friendly. They 
spent countless hours talking to her, 
justifying their actions, painting the 
FBI and her parents as the bourgeois 
evil, and giving her radical reading 
material. Patty was a strange mixture 
of captive and comrade.

Their initial demands, for 
the Hearsts to give food worth 
hundreds of millions of dollars to 
all Californians played to the SLA’s 
superior sense of self. The Hearst 
family, desperate for the safe return 
of Patty, controversially attempted to 
succumb to their demands. However, 
within a month of the kidnapping, 
Patty declared in a recorded message 
delivered to a radio station that she 
was ‘starting to understand what he 
means when he talks about fascism in 
America’ and that she realised that ‘it 
is the FBI who want to murder me’ in 
a raid.

A few weeks later Patty was offered 
a choice: Stay and join the SLA, or go 
home. She responded ‘I want to join 
you’ and expressed her willingness 
to ‘fight for the people’. The SLA 
subsequently released a recording 
announcing her defection, and her 
new name, Tania. 

She took the infamous photograph 
clutching a semi-automatic weapon 
in front of an SLA flag, became 
intimately involved with her fellow 
SLA members and took part in the 
aforementioned bank robbery – which 
was particularly chosen for the new 
CCTV technology that could capture 
her wielding an M1 carbine. A few 
months later she fired her gun, though 
didn't kill anyone, to help defend one 
of her comrades during a shopping 
trip turned disaster. She flees east, 
and refuses copious opportunities to 

escape, insisting she must stay  
and fight.

Patty’s initial public image 
reflected larger cultural divisions.  
For some on the left, she was a 
renegade who gave up life as an 
aristocrat for the cause in the war 
against the ‘fascist corporate state’. 
The more support she received 
from the counterculture, the more 
the establishment turned against 
her. She became an enemy of 
the establishment, a particularly 
distressing situation for her parents 
who were part of the establishment 
and friendly with then-Californian 
Governor Ronald Reagan. 

Nevertheless, the complexities 
of her case, an early example of 
Stockholm syndrome, have left 
many confused and divided. Did 

  CONTINUED
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Patty Hearst have free will, and 
believe in the righteousness of 
her actions, or, as she claimed in 
her trial, was she brainwashed? 
Her version of events diverges 
substantially from that of her 
surviving SLA captors. Patty came 
to claim that she was a victim, 
fearful that if she didn’t follow the 
SLA’s commands she would be in 
mortal danger. The other surviving 
members of the SLA posit 
the opposite, that she was truly 
passionate about the cause and a 
willing participant in her deeds. 
They point to occasions when she 
was asked to go home but refused. 

Toobin attempts to sift fact 
from fiction in the hotly contested 
historic claims by presenting a 
detailed account of her kidnapping, 

indoctrination, criminal activities, 
and eventual trial. He is careful 
to ensure all participants get a 
fair hearing. This is enabled by 
the depth of his research—tens of 
thousands of documents including 
SLA records, legal documents from 
her trial, FBI files, transcripts and 
evidence, as well as more than 100 
interviews. 

Two perspectives have developed 
on Patty. Her defenders largely 
used a left-wing view of the world, 
in which individuals are plastic 
and malleable—a product of 
their environment. Her critics 
represented a more right-wing 
view that individuals are ultimately 
accountable for their own actions and 
choices in life. 

Toobin largely comes down 

against Patty, presenting her as 
understanding and passionately 
supporting her actions though  
easily manipulable – first by the SLA 
and then later by her parents and trial 
lawyers. He is also critical of her use 
of her family’s star power, unavailable 
to most Americans. However, 
ultimately, the reader is able to decide 
for themselves who is right and who 
is wrong.

American Heiress is a work of 
non-fiction that reads like fiction. It 
is a well-constructed and engaging 
piece of detailed historic work. This 
intriguing look at the growth of 
the counterculture and simmering 
tensions in the 1970s is also an 
extraordinary tale of how one 
human responds to extraordinary 
circumstances and pressures. R  
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A SURFEIT 
OF CASH  

An influential economist wants to phase out paper money,  
writes John Hajek. 
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S
uggesting that 
governments phase 
out cash is bound to 
rub some people up 

the wrong way—and not just the 
Pablo Escobars and John Gottis of 
the world, whose bread and butter 
comes from the ability to keep wads 
upon wads of the stuff concealed in 
the most creative of places.

Most of us tend to think 
that cash is the only real money. 
Whatever changes hands when we 
click ‘transfer’ or tap our debit cards 
is just a stand-in for real sheets of 
paper, or, in some cases, polymer 
plastic. What’s more, most of us have 
a strong sentimental connection to 
the feel, smell, and symbolism of 
physical currency. 

This might explain the withering 
reviews of Kenneth Rogoff’s The 
Curse of Cash in online rating 
forums like Amazon and Goodreads. 
Amateur reviewers generally gush 
or damn, but with this book, the 
pendulum appears to have swung 
very much in the latter direction.

But the criticism is probably unfair. 
To explain, Rogoff argues in The 
Curse of Cash that governments 
should phase out paper currency, 
beginning with large denomination 
notes, leaving smaller notes and 
coins in circulation until such time 
that ‘universal financial inclusion’ is 
achieved (equipping everyone with 

debit cards and smartphones) and 
until contingency arrangements can 
be made for disasters and emergencies. 

Rogoff’s reasons for proposing 
this are manifold. He argues the 
widespread use and acceptance of 
an anonymous and untraceable 
medium such as cash gives rise to 
everything from tax evasion and 
corruption to racketeering, human 
trafficking, and the drug trade.

But the scourge of crime not 
withstanding, Rogoff touts an even 
bigger perceived benefit. Without 
cash, central banks could stimulate 
economies by setting negative nominal 
interest rates once people no longer 
have the option of simply holding cash 
and at least guaranteeing a zero per 
cent nominal return on their savings. 

Never overly ambitious, Rogoff 
is quick to concede that this will 
be a major readjustment (hence 
the proposal of maintaining small 
notes and coins indefinitely), but he 
cites the examples of Scandinavian 
countries significantly reducing 
their use of cash in an effort to 
prove his policy realistic. He also 
admits that paper currency is not 
without its benefits, such as its 
ability to shield citizens from the 
monetary connivances of corrupt 
governments. Moreover, Rogoff 
acknowledges that the downsides 
that he ascribes to paper currency 

The Curse of Cash

By Kenneth Rogoff 
Princeton University Press,  
296 pages

JOHN HAJEK
Campus Coordinator,  
Generation Liberty Program
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CAN DOUBT ROGOFF’S 
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can be upsides depending on 
one’s values and on one’s own 
circumstances. For example, Rogoff 
argues that one benefit of mostly 
eliminating cash would be that 
illegal immigrants could no longer 
work and live in their adopted 
country under the radar, but notes 
that ‘what one person sees as illegal 
immigration, another might see 
as an escape mechanism for those 
fleeing from persecution and 
extreme poverty’.

The Curse of Cash is also replete 
with qualifying expressions, like 
‘reduce’, ‘more likely’, and ‘improve’, 
instead of ‘eliminate’, ‘certain’ and 
‘cure’, which adds a refreshing level 
of nuance that is often lacking in 
books with a policy agenda. Rogoff 
repeatedly acknowledges that 
his prescription is by no means a 
panacea to the scourges of bribery 
and organised crime.

Yet Rogoff does prove beyond 
a reasonable doubt that his 

prescription would at least be a 
blow to the ‘underground economy’. 
It is true that bribes can be paid 
in luxury goods, and that digital 
money laundering is by no means 
impossible, but criminal activities 
would not be so cash intensive if 
cash were not the most favourable 
medium of exchange for black 
market organisations. As Rogoff 
points out, there is a reason why 
authorities found more than 
$200 million in cash when they 
arrested Mexican drug lord ‘El 
Chapo’ Guzmán at one of his 
houses in February 2014—and 
not $200 million dollars worth 
of Rolex watches or Steinway & 
Sons pianos. Cash, particularly in 
its large denominations, provides 
a combination of value density, 
un-traceability, and liquidity that 
nothing else can match. One can 
only imagine how much of The 
Sopranos would have never unfolded 
if mobsters could only accept their 
weekly protection money via PayPal.

Moreover, Rogoff points out that 
‘$1.34 trillion dollars of US currency 
is held outside bank—$4200 for 
every man, woman, and child within 
the United States.’ He adds that 80 
per cent of this cash is in $100 notes. 
As it is fairly inconceivable that 
each four-person family has over 
$16,000 dollars in cash stuffed under 
mattresses for emergencies, Rogoff is 
probably right to suspect that some 
of this is greasing the wheels of the 
black economy. 

The El Chapo affair is just one 
of many shocking yet amusing 
examples of malfeasance aided and 
abetted by paper currency. Rogoff 
recalls the example of a high-
ranking Chinese general charged 
with accepting bribes in return for 
military promotions who had so 
much cash in his house that the 
government needed twelve trucks 
to haul it away, and the fund-raising 
officer for the governing party of 
Montreal (where the construction 
industry is notoriously corrupt) who 

  When the Mexican drug lord 'El Chapo' Guzmán was captured, authories found $200 million in cash in his homes  |  AAP images
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had so much cash stuffed in a safe in 
his office (including Canadian $1000 
notes) that he needed help forcing 
it shut. These anecdotes follow a 
general account of the origins and 
evolution of paper currency, a term 
that Rogoff deliberately uses to 
include coins and polymer plastic 
notes. There are plenty of interesting 
historical factoids, as well as some 
basic exposition of why, until the 
development of electronic payment 
and checking, cash ‘wiped the floor’ 
with any alternative: Portability, 
uniformity, divisibility, density of 
value, and its provision of an elegant 
solution to the ‘double coincidence 
of wants’ problem.

Criminal activity 
notwithstanding, Rogoff hangs his 
hat mostly on the ability of monetary 
authorities to set negative nominal 
interest rates once investors can no 
longer take refuge in cash as a ‘zero-
interest, anonymous bearer bond’. His 
discussion of how central banks have 
treated the zero lower bond until now 

is a lot to digest, but then again, it is an 
inherently complicated subject. 

More than that, it is in this 
section that Rogoff makes the most 
problematic assumptions about his 
audience. While many Keynesians 
might embrace the newfound potential 
for negative real interest rates, many 
others—especially exponents of the 
Austrian school - would think giving 
central banks this capability would be 
destructive and immoral, allowing the 
state to further siphon off individuals’ 
hard-earned cash balances. In this case, 
Rogoff’s flagship argument may come 
across to many as a huge drawback of 
phasing out cash.

But Rogoff anticipates this 
objection, and counters that 
central banks are perfectly able to 
debase currency under the status 
quo by printing money. However, 
this raises another question: 
If central banks can already 
debase currency, and therefore 
set negative real interest rates, 
whereby nominal interest remain 

positive but lower than the rate of 
inf lation, what is so essential about 
negative nominal interest rates? 
Rogoff does not seem to explicitly 
answer that question.

Similarly, the aforementioned 
‘black economy’ covers not just 
human trafficking, but also the 
employment of teenagers to wash cars, 
shovel snow or tutor younger children, 
and there are many perfectly legal 
purchases that people would prefer to 
keep anonymous for personal reasons. 
Those of a libertarian mindset might 
object to the government’s newfound 
ability to track, regulate, and intrude 
on every small ‘off the books’ 
transaction in our lives.

Early on in the book, Rogoff asks 
‘where does one draw the line 
between the government’s right to 
enforce laws and the public’s right 
to privacy?’ but, perhaps fairly, he 
seems to always come down on the 
side of enforcing laws. If you come 
down on the same side, and see the 
value of negative nominal interest 
rates, the case put forward in this 
book is pretty iron clad.

But suppose, for the sake of 
argument, that this book were 
read by a libertarian who not only 
recoils at the prospect of currency 
debasement, but also perceives the 
public as greatly overburdened 
with the yoke of taxation and 
bureaucracy. Such a person, while 
appreciating that this would make 
life harder for serious crooks, might 
not be 100 per cent convinced. R  
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THOSE OF A 
LIBERTARIAN MINDSET 
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W
hat would you do 
if one of al-Qaeda’s 
most feared, fanatical, 
and unpredictable 

leaders stops you in the street and 
accuses you of stealing? He has just 
seen you leave a building with a box 
containing ancient manuscripts that 

you legally own and are attempting to 
illegally smuggle away from al-Qaeda 
to safety. The al-Qaeda leader knows 
none of this, but, convinced you are 
stealing, he decides to arrest you. 

There are many ways to react 
to this situation. But upon being 
released only hours before you were 
due to be punished, you might not 
feel the need to go back again the 
very next night to save even more 
manuscripts.  

So riveting that it often reads like 
a Hollywood heist movie, Joshua 

LIBRARIANS 
AGAINST TERROR

The Bad-Ass Librarians of 
Timbuktu and their Race to 
Save the World’s Most Precious 
Manuscripts.

By Joshua Hammer 
Allen & Unwin, 336 pages

JAMES BOLT
Digital Communications  
Manager at the Institute  
of Public Affairs

    Abdel Kader Haïdara with 
the library packed into metal 
boxes.
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Hammer’s The Bad-Ass Librarians of 
Timbuktu delivers a fascinating real-
life tale of heroism in the face of evil. 

Abdel Kader Haïdara, the central 
focus of Hammer’s book, was a mild-
mannered librarian who just wanted 
to protect Timbuktu’s heritage.

In the 15th and 16th centuries, 
Timbuktu was the intellectual 
capital of the Arabic world, at the 
forefront of literature, medicine, 
poetry, astronomy, and culture. 
However, this was followed by long 
periods of war and, when the wars 
stopped, French occupation. The 
manuscripts created by calligraphers 
during Timbuktu’s golden era left 
the libraries and entered private 
collections, hidden away in crates, 
boxes or even holes in the ground—
anything to conceal the manuscripts 
from those who would steal them. 

The knowledge, the history, and 
the culture were forgotten. Until 
Haïdara. 

After his father’s passing and his 
inheritance of his family’s collection 
of manuscripts, Haïdara decided to 
protect and restore Timbuktu’s most 
precious documents. He would go 
around Timbuktu and small villages 
across Northern Mali attempting  
to purchase any manuscripts he 
could find from the families that 
owned them. 

Many had tried this before 
Haïdara, but none were as 
successful. Manuscripts had become 
family heirlooms passed from 
generation to generation, and the 
owners were protective of them. 
Haïdara’s gift was his honesty. Once 
he refused to purchase a particularly 
precious collection of manuscripts 
from a farmer in a small village 
because the farmer’s asking price 
was too low, finally haggling the 
farmer up to an acceptable sum. 
His honesty was rewarded that 
night when the entire village 
visited Haïdara to sell their own 
manuscripts. 

For years, Haïdara’s only enemies 
were the initially distrustful owners 
of the manuscripts, and termites 
attempting to eat the centuries-old 
relics. Then al-Qaeda took over 
Timbuktu. 

Haïdara knew what this meant. 
His library’s manuscript collection—
which at that time contained 350,000 
volumes—included works on 
chemistry, astronomy, poetry, and 
physics. The study of any of these 
topics were strictly forbidden by al-
Qaeda, in particular the faction of al-
Qaeda ruling Timbuktu that were so 
cruel senior al-Qaeda members were 
forced to step in to reign them back. 

So began one of the great heists 
of the modern era. Haïdara and 
his team of librarians first moved 
the manuscripts under the cover 
of darkness from their place at 
Haïdara’s library and into the homes 
of people he could trust to keep 
them safe. All while avoiding the 
attention of their cruel overlords. 
Then, when not even these homes 
were safe from the al-Qaeda soldiers, 
the manuscripts were smuggled 
south to government-controlled 
areas of Mali. 

The librarians transported these 
manuscripts across highways, and 
when that became too risky, across 
sand, and when even that became 
too risky, by boat along the Niger 
River. These librarians were arrested, 
threatened and intimidated by both 
al-Qaeda and the Malian army. 
But they were held together by one 
belief—history and culture could 
never be allowed to die. 

Joshua Hammer tells this story 
with precision and energy. The story 
is rich enough that any writer could 
weave a decent tale out of it, but 
in the assured hands of Hammer 
the story ascends to a higher level. 
Hammer clearly possesses a rich 
knowledge of Mali, and his access 
to all the major players in Haïdara’s 
plight gives the book depth and 
resonance. 

While the heist itself is the 
engine of the book, Hammer takes 
detours to some fascinating places. 
The reader learns what life is like 
under al-Qaeda rule, with Hammer 
retelling in full detail the complete 
destruction of all forms of culture 
and individuality. Al-Qaeda soldiers 
would travel across the city beating 
women not covered up sufficiently, 
men for smoking or owning musical 
instruments, and young boys and 
girls for just spending time together 
out of wedlock.

These stories are harrowing 
and truly illuminate the bravery 
of Haïdara and his librarians to 
undertake such a task when they 
knew what the punishments would 
be if they were caught. 

Hammer also takes us to 
the conversations of Westerners 
watching the rise of al-Qaeda in 
Africa with increasing concern. 
Unable to secure the necessary 
support from governments to 
remove al-Qaeda in its infancy, 
these people can only watch as their 
insidious influence spreads. Then, 
when al-Qaeda take over Northern 
Mali, we are taken behind the scenes 
of what is now understood to be a 
shining example of how to remove 
radical Islamic influence from a 
vulnerable nation.

The world needs heroes for 
inspiration as the international 
struggle against radical Islamic 
errorism rages on. Abdel Kader 
Haïdara is a hero of whom we can all 
be proud. R  
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SMOTHERED BY 
NOSTALGIA 

Politicians yearning for a nostalgic return to glory days are failing  
modern America, according to a book reviewed by Daniel Wild. 
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M
odern politics in 
America has a 
nostalgia problem. 
Americans and the 

politicians who represent them 
yearn for the old days, rendering 
both sides of politics blind to 
problems and incapable of finding 
solutions.

For Yuval Levin, America since 
the 1950s has been on a steady 
path to deconsolidation in the 
private sphere, while government 
has remained largely unchanged. 
Almost immediately after World 
War II, a long process of unwinding 
and fragmentation began. ‘The 
culture liberalised, the economy 
was deregulated, and an exceptional 
mid-century elite consensus in 
politics gave way to renewed 
divisions,’ Levin writes in The 
Fractured Republic.

The problem for Levin is that 
both the left and the right fail 
to understand this basic reality. 
Instead, both sides of politics take 
snippets from their golden age and 
offer policies that return the country 
to that time.

For the left, that imagined golden 
age is the 1960s—a time of social 
liberalisation and the removal of 
suppressive cultural norms, set 
against a backdrop of economic 
consolidation and job security. For 
the left, things were blown off course 
by free marketeers and deregulation, 
destroying stable economic 
order while causing joblessness, 
economic dislocation, and economic 
inequality.

Meanwhile, the right harks back 
to the 1950s and 1980s. The 1950s 
saw unusual national consolidation 

for businesses, unions, media, and 
culture. Immigration and political 
polarisation was low. America was a 
global hegemon. Religion and families 
were central to American life.

For the right, the 1960s were 
a disaster - the first stages of the 
destruction of family, communities, 
and religion. Liberation devolved to 
libertinism. But the right welcomed 
the economic decentralisation that 
occurred in the 1980s, epitomised by 
the Reagan years.  

Many on the right want to return to 
1951 or 1979, while the left yearns 
for 1965.

For Levin, a 21st century 
policy agenda needs to start 
with a recognition of reality: We 
can’t go back to 1951, 1965, or 
1979. It’s impossible because of 
four key changes—globalisation, 
consumerisation, automation, and 
immigration. But while these factors 
have unalterably changed life in 
America (as elsewhere) in the private 

sphere, central government remains 
largely untouched.

America has hyper individualism 
on one side and big national 
government on the other, along with a 
hollowing out of mediating institutions. 
Levin writes that by embracing ‘a 
view of society as consisting only 
of individuals and a state’, we have 
‘set loose a scourge of loneliness and 
isolation’ and a federal government that 
‘engages in more direct intervention in 
the daily lives of Americans than it ever 
has in peacetime’.

Levin wants conservatives to 
stop complaining about government 
intervention, taxes, and regulation 
and start talking about what they 
want more of. As Levin mentioned 
in an interview about the book 
with Russell Roberts: ‘What a lot of 
people on the right get wrong is that 
we are very adamant about what 
we want to say no to; but we are not 
at all clear—and this is true in the 
social issues, it’s true in economic 
policy and social policy—about what 
we are saying yes to.’ 

To what should the right say ‘yes’? 
Levin notes that some traditional 
conservative priorities, such as 
emphasis on economic growth 
and opportunity, remain central. 
But, beyond growth, Levin notes ‘a 
modernised conservative policy agenda 
would seek to use the very diversity and 
fragmentation of 21st century America 
to meet its challenges’.

The two key ways to do this 
are through a modern ethic of 
subsidiarity and the formation of 
traditional ‘sub-cultures’.

A modern ethic of subsidiarity 
is something well known to 
conservatives. Subsidiarity is the 
principle that issues should be handled 
by the smallest, most local authority 
that is equipped to do so. Subsidiarity 
would see the mediating institutions 
that exist—or used to exist—between 
the individual and the government 
empowered to solve problems. 

The Fractured Republic: 
Renewing America’s Social 
Contract in the Age of 
Individualism

By Yuval Levin
Basic Books, 272 pages.

DANIEL WILD
Research Fellow at the  
Institute of Public Affairs
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‘The work of government more 
broadly—especially at the state and 
local levels, where most government 
happens—should abandon 
the model of the centralised, 
technocratic industrial economy 
in favour of today’s decentralised, 
consumer-driven, post-industrial 
economy, using public resources 
to encourage constructive 
experimentation with public services 
rather than to impose tired dogmas 
from above,’ Levin writes.

The one-size-fits-all approach to 
public policy is based on a misplaced 
understanding that today’s social 
cohesiveness is similar to that of 
the ‘50s or ‘60s. In America, as in 
Australia, governing institutions 
like health care, education, and  
the public service have not moved 
from the past. They have largely 
been sheltered from the factors that  
have affected the rest of the  
economy—particularly globalisation 
and consumerisation. 

An attractive component of 
subsidiarity is it is a pragmatic 
ideology. Subsidiarity doesn’t 
automatically presuppose that 
federal government is bad and local 
institutions are good. To be sure, 
given the centralised nature of our 
public policy, superior solutions 
are more likely to be found at local 
levels than not. But in principle, 
these solutions could be found at any 
governing level, public or private. 
Further, subsidiarity clearly offers 
a major rhetorical advantage to 
those on the right as it enables us 
to argue what we favour (solving 
problems and making people’s lives 
better) rather than just what we are 
against (big government). In this 
way, the right will sound more like 
pragmatic problem solvers than 
anti-government ideologues.  

The other approach Levin 
promotes is the formation of 
traditional and religious ‘sub-cultures’ 
or ‘lived examples’. Levin believes 
layers of civil society can be thickened 
if social and religious conservatives 
form living models, offering an 
alternative to our hyper-individualist 
age. These institutions include 
families, labour and business groups, 
churches, and fraternal associations. 
As Levin notes: 

In an increasingly fractured 
society, moral traditionalists 
should emphasise building 
cohesive and attractive 
sub-cultures, rather than 
struggling for dominance of 
the increasingly weakened 
institutions of the mainstream 
culture.

Both subsidiarity and the formation 
of traditional sub-cultures are 
attractive alternatives to today’s 
highly centralised politics and 
atomised individuality. But the 
question remains: How do we get 
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there? To that end, there are a few 
issues with Levin’s suggestions.

Firstly, hyper-individualism 
doesn’t exist everywhere. Many 
people—particularly those who are 
wealthier and well educated - get 
married, stay married, take care of 
their children, hold down jobs and 
participate in their community. 
The problem of social breakdown 
and atomisation is more a feature 
of low-income communities. To 
that extent, it could be argued that 
the relatively well-off already have 
formed a type of sub-culture that is 
worth emulation.

Secondly, most in our society 
have sufficient financial means to live 
in relative isolation if they choose, 
either from earnings or welfare. 
This means it is possible for the 
lowest income earners to not depend 
on others and therefore not have 
to interact with them. It could be 
argued that a life of material comfort 
but little human interaction would 
not be fulfilling, but technology  

now enables a lifetime of distraction 
from loneliness and isolation.  
Is there a strong enough yearning, or 
incentive, for people to re-engage and 
form communities based on mutual 
trust, benefit, and caring?

Thirdly, there is a deeper issue 
with nostalgia. Levin presents it as 
if the only culprits are our political 
class. But politicians will only 
offer nostalgia if there is a political 
market for it. People in our society 
are themselves deeply nostalgic 
for a real or imagined past. This 
is obvious through our popular 
culture—vinyls, 60s clothing, 
prohibition-era bars, communal 
style dining halls, and coffee shops 
designed to look like grandma’s 
house. Nostalgia and modernity 
do not sit well together. Modernity 
means new is good and old is bad, 
but nostalgia is a preference for the 
past, an avoidance of the present and 
represents anxiety about the future. 
These consequences of this self-
contradiction are not addressed.

One could go further and argue that 
nostalgia is an antidote to individual 
atomisation and loneliness. It gives 
a sense of belonging and comfort. 
A fake sense, to be sure, but what 
else is there in a secular society 
with substantial family breakdown, 
welfare instead of responsibility, 
and big government instead of local 
communities?

Perhaps Levin’s optimistic push 
for communitarian conservatism 
and the empowerment of mediating 
institutions is precisely what is 
needed to break the stranglehold 
of nostalgia in our society and 
politics. R
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O
ne might think that there 
are four basic camps on 
the topic of Australian 
exceptionalism. Firstly, 

people can divide on whether  
Australia is in fact exceptional, or 
whether it is much like plenty of 
other places. Then, the pro and anti-
exceptionalism camps can further 
divide on whether the exceptionalism, 
or the lack thereof, is a positive or a 
negative for the nation.

This collection of essays 
is pitched in the negative 
exceptionalist quartile, so it might 
make you think it is a leftwing 
rant about Australians being 
boozing gamblers, exhibiting bad 
attitudes to women, uncaring about 
the natural environment, and 
displaying uniquely racist behavior 
to the Indigenous population and 
immigrants. It is not that sort of 
book. 

Rather this is negative 
exceptionalism from the free 
market right, which probably proves 
that there can actually be more 
than four positions on Australian 
exceptionalism. The blurb on the 

EXCEPTIONAL 

VIEWS
Australian exceptionalism is torn apart by the  
free market right in this stimulating collection  
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back warns readers to expect a 
lengthy list of indictments against 
Australia, including ‘the tight 
regulation of labour markets, a 
heavy reliance on income taxation 
and means testing; the endurance 
of a cadaverous federation and 
a pervasive bureaucracy; and a 
readiness to resort to compulsion 
in contexts ranging from saving to 
voting’.

The individual chapters on many 
of these areas are excellent. The one 
on industrial relations by Phil Lewis 
not only explains the history of 
Australia’s unique way of arbitrating 
industrial disputes, but crucially how 
a body whose initial purpose was 
to settle disputes evolved into one 
which set awards for every minutely 
different category of worker. He 
highlights the fateful decisions to 
establish penalty rates—first for 
Sundays in 1919 and then extended 
to Saturdays in 1947—a feature of our 
system which has persisted despite 
the enormous change over the past 
couple of generations in how we 
spend our weekends.

Lewis also offers a succinct 
critique of why the Howard 
Government’s WorkChoices 
initiatives failed, arguing that 
they lacked ‘the thoroughness 
and preparedness’ that had gone 
into previous reforms and that the 
absence of ‘reasoned argument and 
detail’ made Howard vulnerable  
to union attacks.

Chapters by Jonathan Pincus 
and Nick Cater capture the way 
Australia’s economy was retarded 
by a combination of its industrial 
system and its penchant for 
government-owned public utilities, 
looking at the railways and the 
grain industry respectively. In both 
areas, we can see how innovation 
was stifled, perhaps best illustrated 
by Cater’s comparison between the 
United States and Australia in the 
bulk handling of grain.

Many of the aspects of 
Australian exceptionalism 
highlighted in the book date back 
to colonial times, and to the so-
called Australian Settlement of 
the first decade after Federation. 
One exception is the more recent 
development of compulsory 
superannuation which, as Adam 
Creighton observes in an excellent 
chapter, fails to solve the problem it 
was designed to fix—our reliance on 
the old age pension.  

However, it could also be argued 
that the very fact that compulsory 
superannuation had become a key 
Labor Party policy in Australia 
by the 1990s was a positive part of 
Australian exceptionalism. Having 
union hacks ganging up with the 
financial services industry to push 
a paternalistic approach to savings 
is hardly ideal but, in much of the 
western world, supporters of the 
freemarket would be delighted if 
that was the worst policy position of 
their nation’s major leftwing party.    

Likewise, while the 
protectionism and compulsory 
arbitration of the Australian 
Settlement were clearly detrimental 
to the Australian economy, the 
rest of the world was hardly 
immune to collectivist trends 
for much of the 20th century. 
As Peter Yule describes, Henry 
Bourne Higgins generously paid 
for his nephew Esmonde to go 
to Oxford and was repaid by 
Esmonde writing scathingly of 
Higgins’ Arbitration Court as a 
body that ‘emasculated’ unionism 
and made workers ‘mutely content 
with a subordinate status’. There is 
certainly an argument that aspects 

of the Australian system provided 
something of a bulwark against 
even more left wing approaches. 
Perhaps, it was only once the 
intellectual climate began to shift 
in the late 1970s that dismantling 
the Australian Settlement became 
a realistic option, as the political 
centre of gravity shifted towards 
more freemarket solutions.

This is a highly stimulating 
collection of essays, enriched by 
some divergent views between 
chapters, such as the impact of 
Benthamite ideas on 19th century 
Australia. There are also occasions 
when claims of Australian 
exceptionalism are rejected, such 
as the view that we have been ‘an 
almost uniquely secular country’. 

The collection is set up well 
by an early chapter written by 
Geoffrey Blainey, who demonstrates 
his unique ability to pinpoint key 
moments in the historical journey. 
He does this across the full canvas 
of the consequences of assisted 
migration in the 19th century. 
Some of the topics he introduces, 
such as the early democratic 
features of the colonies and our 
role as a pioneer in spectator sport, 
are considered further in other 
chapters.

This book captures a lot of the 
mediocre public policy that has 
been a blight in Australian history. 
However, when it comes to public 
policy, mediocre performance has 
tended to put a country near the top 
of the comparative league tables. 
And one gets the impression that if 
several of the authors were presented 
with a negative leftwing critique 
of Australian exceptionalism, 
they would leap to the barricades 
to mount a vigourous defence 
of much of our national history, 
which perhaps goes to show that 
exceptionalism, like many other 
contentious issues, really is in the 
eye of the beholder. R

THIS IS A HIGHLY 
STIMULATING 
COLLECTION OF ESSAYS, 
ENRICHED BY SOME 
DIVERGENT VIEWS. 
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O
nce there was a 
product so injurious 
to public health that 
it required special 

government legislation to deal with it. 
Government officials were convinced 
that fully informed consumers would 
make different choices, so they forced 
manufacturers to use unattractive 

packaging with restrictions on labels 
and colours that might entice buyers.

The product was margarine.
It all started in France in the late 

1860s when the French government 
offered a prize for the development 
of a cheap butter substitute, and 
margarine was born. Butter was 
expensive—and remains so—and 
the rapidly urbanising population of 
the times couldn’t afford butter and 
the French authorities worried that 
restricted access to dietary fat could 
undermine economic and military 
competiveness with Germany.
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Things were somewhat different 
in the US, where the dairy industry 
was getting organised. The advent 
of refrigerated transportation 
had massively increased the size 
and scope of the market for easily 
perishable goods such as butter 
and milk. Just as the industry 
was organising itself, it faced 
competition from a similar and 
vastly cheaper substitute.

Tactics employed against 
margarine will be familiar to the 
modern reader—plain packaging 
laws, trade restrictions and public 
health ‘concerns’. There were also 
craven judiciaries making excuses 
for bad policy and upholding 
legislation on spurious grounds. 
Consumers, however, continued 
to buy margarine and voters voted 
against anti-margarine laws when 
given the opportunity in referenda.

Some important lessons can be 
learned from the margarine story. 
Voters are smarter than politicians, 
explaining why politicians don’t like 
referenda. Consumers know their 
self-interest better than bureaucrats. 
Public health ‘concerns’ are usually 
beat-ups. Government can and 
should stimulate innovation (if 
necessary) through prizes and 
awards rather than subsidies and 
tax breaks. And most importantly, 
innovation is not popular.

That is the key point in Calestous 
Juma’s new book Innovation and 
its enemies: Why people resist new 
technologies. A former teacher and 
journalist, the Kenyan born Juma 
is now a professor at Harvard’s 
Kennedy School of Government. 
His previous work has focussed 
on innovation and development in 
Africa. This latest book has broader 
appeal and should be read by 
everyone interested in innovation.

His basic thesis is fairly intuitive. 
It may well be true that there has 
never been a more exciting time to 
be an Australian, but innovation 

brings change and change leads to 
loss. The fear of loss undermines the 
case for innovation. To be clear, the 
benefits of innovation are massive 
and substantial. We live longer 
and fuller lives than ever before 
in human history. Innovation and 
technological growth has seen 
the average person experience a 
standard of living unparalleled in 
human history. But at the very heart 
of innovation policy is the term 
‘creative destruction’, containing 
the word ‘creative’ (which must be a 
good thing) and ‘destruction’ (which 
doesn’t sound at all good).

These days we tend to associate 
innovation with technology—
particularly information and 
communication technology. But 
as Juma makes very clear, the 
economist Joseph Schumpeter had a 
broader interpretation of innovation. 
Innovation could occur in any one 
of five areas: new products, new 
processes, new markets, new inputs 
or new organisation forms. It is now 
that the inherent controversy that 
surrounds innovation becomes clear. 
Junk bond financing that appeared in 
the 1980s was an innovation that lead 
to new organisation forms appearing. 
Yet even now, some decades later, the 
events of the 1980s and the merits of 
junk bonds are still debated.

Changing processes is often 
associated with job loss and worse, 
opportunity loss. If manufacturing 
jobs are out-sourced to developing 
countries what jobs will there be for 
our kids? That is a tough a question 
to answer and I don’t know that 

Juma addresses it well, but that isn’t 
his purpose.

What he does do well is provide 
a series of case studies where there 
has been substantial opposition 
to innovation. Who would have 
thought that margarine would be 
a controversial innovation? Or 
coffee—that well-known drink of 
the revolutionary. The humble coffee 
bean is transformed by a substantial 
series of related innovations into 
a delicious drink. Mind you, that 
didn’t stop the authorities from 
banning the drink on ‘public health’ 
grounds. Juma has other examples—
recorded music, printing the 
Koran, the introduction of tractors, 
electricity and so on.

There are common themes 
throughout all the examples. 
Whether an innovation will be 
resisted depends firstly on the value 
of the status quo. The higher the 
value, the greater the resistance to 
change. Then the distribution of 
winners and losers is important. The 
more concentrated the losers the 
greater the resistance. Finally, the role 
of intellectual authority is important 
– arguments for and against any 
innovation are waged by appeal to 
authority and scientific reasoning. All 
this, and more, is well articulated in 
Juma’s overview chapter.

A particular strength of the book 
is Juma’s focus on uncontroversial 
innovation (in modern terms), 
telling the stories of how those 
innovations were resisted. The 
exception is transgenic crops.

I would like Juma to have 
included some counter-examples, 
where innovations failed due 
to resistance. The difficulty, of 
course, is in identifying what those 
examples might be. A ban on human 
cloning is an obvious example. All 
up, however, this is a book well 
worth reading. It contains a lot of 
insight combined with interesting 
examples and fun facts. R
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STRANGE TIMES WITH JAMES BOLT

Every year businesses spend thousands of 
hours complying with unnecessary reports, 
confusing permits, and needless licenses.

Every minute employees spend pandering 
to red tape requirements is a minute those 
employees are not dedicating to their 
businesses and economic activity.

Red tape costs the Australian economy  
$176 billion. To unleash prosperity, 
governments need to reduce the red tape 
burden on businesses and entrepreneurs.

        The unions and the government 
are driving me and other truck 

drivers out of business.

TELL US YOUR RED TAPE STORIES AT
www.ipacutredtape.org.au

unleash      prosperity
cut red tape to

”
“

Craig Prosser
Pross Haulage, Murray Bridge, 

South Australia 

From the desk of President-elect Donald Trump

I am aware that my victory in the Presidential election was a result of the tireless work of thousands  
of Americans, and that is why I want to write to you to explain how thankful I am for your efforts in  
the campaign.

I’m not used to thanking people, or giving anyone other than myself credit for anything, so I hope you 
appreciate how deeply your efforts meant to me. And I am honoured you did all of this without me having to 
pay you a cent. 

So thank you, annoying celebrities.

The forces of Hollywood and the music industry were too much for the Democrats to overcome in the 
election. The holier-than-thou sermons from stars such as Katy Perry and Lady Gaga were surely a vote-
swinging issue for many Americans. And in an extremely close election, I cannot help but feel the need to see 
Katy Perry’s face as she processed a Clinton defeat was a strong enough impulse to swing the key states of 
Florida and Wisconsin. 

I was truly blown away by the efforts you celebrities displayed in convincing Americans that the Democrat 
Party was completely alienated from the concerns of the average voter. I want to particularly thank writer 
Lena Dunham for releasing the pro-Hillary ‘Sensual Pantsuit Anthem’ rap song a week out from the election.

Many would say Director Comey reopening investigations into Clinton’s emails were responsible for my late 
comeback, but all I can do is picture working-class lifelong democrats watching that video for the first time 
and immediately ordering 30 of my Make America Great Again hats.

Democrats have been battling against celebrities every election cycle, so I kind of figured I’d be getting a little 
help from you all anyway. But accusing anyone who supported me of being a misogynist and a racist? That’s 
the kind of above-and-beyond support I never saw coming.

So thank you to all celebrities who became vocal opponents of my campaign. I would never have won  
without you.

I know you all plan on moving to Canada now that I have won, but I truly hope you will reconsider. I want 
you to see the America we created together. 

Plus, in four years the Democrats might run an actually decent candidate, so I’ll need every annoying 
celebrity I can get. 

Regards,

President-elect Trump. 
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