




This selection of articles has been compiled for your 
interest and information. While we encourage you 
to browse through them at your leisure, please note 
that they are optional and Consilium speakers will 

not assume you are familiar with the material.
 

Please enjoy.



2

Contents

FRIDAY BREAKFAST SESSION A

Beating France to Botany Bay: The Race to Found Australia

•  Nick Cater, Truth is, we were lucky it was the British, January 24, 2022  ..........8

•   Margaret Cameron-Ash, Victorious First Fleet won our own ‘Trafalgar Day’  
The Australian, 22 January 2022.  ............................................................10

FRIDAY BREAKFAST SESSION B

Equity vs Equality – The Importance of Social Mobility 

•  Katharine Birbalsingh, Bucking the trend: a fresh approach to social mobility 
 Published 9 June 2022.  ..........................................................................14

•   Benjamin Herscovitch, A Fair Go: Fact or Fiction? 
Published April 2013  ..............................................................................19

•   Jacob Greber, Australia just above OECD 'Great Gatsby curve'  
of social mobility, June 15, 2018 ..............................................................44

•   Camilla Turner, Want your child to get ahead? Britain’s  
strictest headteacher has a harsh lesson for parents first 
October 17, 2021  ..................................................................................46

PLENARY SESSION ONE 

From Fake News to Slow News? The Crisis of Mainstream Media  

•   Megan McArdle, Here's how media outlets are failing on disinformation   
March28, 2022    ...................................................................................50

•   Editor, The Australian, Digital madness of the crowd 
September 10, 2022   .............................................................................52

PLENARY SESSION TWO

Labor's Challenge – Managing China or Walking on Eggshells? 

•   Rowan Callick, Fault lines that threaten the rise  
of Chinese president Xi Jinping, August 6, 2022 ......................................... 56

•   John Lee, Beijing mustn’t be allowed to elbow US out of region   
September 6, 2022  ...............................................................................61

•   Yun Jiang, Lockdowns spark signs of defiance among  
China’s restless youth, June 24, 2022  ......................................................63

•   Salvatore Babones, Xi: the loneliest man in the world, 
August 14, 2022  ...................................................................................65



3

PLENARY SESSION THREE

Old Problems and New Reform Agendas

•  John Kehoe, Government spending fuels inflation pressure  
 September 19, 2022  .............................................................................68

•   Simon Cowan, Labor's October Budget presents  
Jim Chalmers difficult choices   October 10, 2022  ...................................... 70

•   Gareth Hutchens, Is Australia headed for a recession?     
September 24, 2022   .............................................................................72

•   Gary Banks, From  Recovery  to  Prosperity:   
Australia’s  productivity  challenge revisited   .............................................74

FRIDAY CASUAL DINNER

Can the lessons from Covid-19 be used to cure cancer,  
prevent outbreaks and rebuild the economy?

•   A Letter to Dr. Eric S. Lander, the President’s Science Advisor  
and nominee as Director of the Office of Science and  
Technology Policy, |January 20, 2021  .......................................................82

•   Professor Matt Trau and Dr Alain Wuethrich, Early warning for  
immune system over-reaction in cancer treatment and COVID-19 
 February 17, 2021 .................................................................................85

•   NCI Staff, Can mRNA Vaccines Help Treat Cancer? January 20, 2022  ............ 87

SATURDAY BREAKFAST SESSION A

SATURDAY BREAKFAST SESSION B

China's Digital Challenge  

•   Vincent Ni, The party’s over: China clamps down  
on its tech billionaires, August, 22 2021.  ..................................................94

PLENARY SESSION FOUR 

Have we lost control of our classrooms? 

•   Lucy Carroll, Britain’s ‘strictest headmistress’ on  
what schools should do differently, October 9, 2022  ................................... 98

•   Julie Hare, Good behaviour and respect are back  
on the school agenda: Perrottet, September 28, 2022  .............................. 100

•   Robert Bolton, Ideology crushes teachers' ability to control classes  
July 25, 2019  ..................................................................................... 101

•   Madeleine Heffernan and Rachel Eddie, Feds target  
disruptive classrooms, ask teachers to help find solution  .......................... 104



4

PLENARY SESSION FIVE 

Demography and the “Great Resignation”  

•   Mene Ukueberuwa, The Underside of the ‘Great Resignation’     
January. 21, 2022  ............................................................................... 108

•   William McGurn, Capitalism Says the More  
Population the Merrier    October. 3, 2022  .............................................. 111

•   Nicholas Eberstadt, With Great Demographics Comes Great Power:  
Why Population Will Drive Geopolitics, July 1, 2019    ................................ 113

•   Nicholas Eberstadt, With The Americans Who Never Went Back  
to Work After the Pandemic, September 3, 2022     .................................. 119

PLENARY SESSION SIX 

The future of left and right 

•   A book review by John O'Sullivan, The Hundred-Year war  
for American Conservatism by Matthew Continetti     ................................ 122

•   Kenneth Minogue, Conservatism & the morality of impulse  
January 2008    ................................................................................... 128

•   Adrian Pabst, Postliberalism: The new centre ground of British politics  
July-September 2017  .......................................................................... 133

•   Roger Scruton, Conservatism means conservation 
The Chesterton Review, 2008   .............................................................. 143

CLOSING DINNER

McGregor Fellowship Presentation 

Neville Kennard Address   

•  Tom Switzer & Robert Carling, This debt-funded modern  
 entitlement culture will backfire 
 May 24, 2021.    .................................................................................. 154

•   Robert Carling, No Black holes, just ALP's legacy 
June 2, 2022.    ................................................................................... 156



5

After another year of high drama in Australian politics, there are 
massive anxieties about the state of the nation. However, if 
Australians are in a fit of self-doubt, we should at least recognise 
we are experiencing far less instability and turmoil than most 

Western nations, most notably the toxic polarisation and bitter partisanship 
that characterise US and UK politics. Is there any hope on the horizon to 
reverse the fortunes of either nation? And what are the consequences for 
the US and UK places in the world?

Cheer Up, Things Could Be Worse 

OPENING NIGHT

THURSDAY OCTOBER 27 
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Beating France to Botany Bay: The Race to Found Australia 

According to the conventional wisdom, the British government 
established a colony in what became New South Wales in 1788 
because it was seen as a dumping ground for convicts. However, a 
new book rewrites the history of the founding of modern Australia.

The real story is about the contest between the British and the French to 
get to Botany Bay first. Behind the scenes, American explorers, spies and 
a future US President made contributions that assisted the winners and 
prevented the continent becoming a French possession.   

Beating France to Botany Bay:  
The Race to Found Australia

BREAKFAST 
SESSION A: 

FRIDAY OCTOBER 28 
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Truth is, we were lucky it was the British 

NICK CATER, JANUARY 24, 2022 

EXECUTIVE SUMMARY: The proposal that 
January 26 should be a day of truth telling 
should not be dismissed lightly, especially 
by conservatives. 

As Martin Luther King said, nothing is more 
dangerous than sincere ignorance and 
conscientious stupidity. It is hard to have 
serious discussion about the meaning of 
European settlement unless we first can 
agree on the facts. Yet fewer than four out 
of 10 Australians know which event they are 
supposed to be celebrating or mourning on 
Wednesday, according to a survey last week 
by Compass Polling. 

Twenty-six per cent believe it to be the 
anniversary of the establishment of Federation, 
while 20 per cent think it marks the discovery 
of Australia by James Cook. Only 39 per cent 
correctly identified Australia Day as the date 
of the arrival of the First Fleet at Sydney Cove 
in 1788. 

Popular understanding of Australian history has 
not been assisted by our incurious professional 
historians who have been slow to establish 
the basic facts of settlement. Worse still is the 
conscious invention of false history, notably in 
recent times by Bruce Pascoe, whose attempt 
to portray pre-settlement Australia as a land of 
sophisticated farming and established towns is 
pure whimsy. 

It is enough that Indigenous hunter-gatherers 
were able to survive and thrive on this 
unforgiving continent, largely isolated from the 
outside world. Pascoe’s denialism dishonours a 
people and their culture. 

A new account of the founding of modern 
Australia by Margaret Cameron-Ash exposes 
how much of our understanding of the events 
of 1788 have been clouded by prejudice and 
how much we have still to discover. Tellingly, 
Cameron-Ash trained as a lawyer rather than 
a historian. 

Her book Beating France to Botany Bay: The 
Race to Found Australia debunks the myth 
that Australia was purely a dumping ground 
for Britain’s criminal class, the explanation for 

settlement that was considered unquestionably 
true by Manning Clark, one of Australia’s most 
influ ential historians. In his four-volume A 
History of Australia, Clark makes no mention 
of French voyager Jean-Francois de Galaup, 
comte de Laperouse, whose expedition to 
the Pacific stirred the British into action. He 
makes no mention of the 1799 Bunbury inquiry 
commissioned by the British government that 
ruled out sending convicts to Botany Bay 
because of the expense. Britain at that time 
was in the middle of a rare but refreshing 
period of fiscal consolidation in the aftermath 
of an expensive war with France. 

Yet, as Cameron-Ash documents, intelligence 
that Laperouse was on course for Australia with 
two vessels laden with trees, plants and seeds, 
manufactured goods, tools and unwrought 
iron convinced prime minister William Pitt the 
Younger that French settlement was imminent. 
The intelligence was the catalyst for a snap 
decision at a cabinet meeting on August 17, 
1786, to commission a fleet carrying convict 
settlers under the com mand of Captain Arthur 
Phillip. 

The closeness of the finish to the race 17 
months later, in which the 11 vessels in the 
First Fleet anchored in Botany Bay five days 
before the arrival of Laperouse, is a story that 
has been little explored. It has the makings of 
an epic movie in the tradition of Peter Weir’s 
Master and Commander were any film company 
prepared to challenge the zeitgeist and take on 
such a project. 

Cameron-Ash sticks to telling the story rather 
than lecturing readers on the morality of 
arriving uninvited to settle in land occup ied 
by an indigenous popu la tion. Nonetheless, 
by placing the settlement of Australia in the 
context of strategic rivalry between European 
powers, she points to the inevitability of 
settlement by one or more European powers 
in the globalised world of the late 18th century. 

The Pacific was becoming strategically 
important, largely because of the fur trade and 
the settlement of the American west coast. The 
romantic notion that the Indigenous population 
could live undisturbed on the great southern 

FRI 28 October 



9

Beating France to Botany Bay: The Race to Found Australia 

con tinent hermetically sealed from modernity 
is patently absurd. 

It is unfashionable these days to speak of 
Australia’s good fortune in being settled by the 
British in the period of the Enlightenment. Yet, 
with the benefit of hindsight, settlement by 
the French, a year before the outbreak of the 
French Revolution would have been a fate far 
worse. 

It was a colony founded on high ideals of 
the power of scientific discovery and respect 
for the equal worth of every human being. 
Those who influenced the nature of Australian 
settlement, people such as Joseph Banks, Pitt 
and the wrongly maligned King George III, 
were insistent that there should be no slavery. 
Phillip’s instructions, and indeed his instincts, 
were to treat the Indigenous population with 
respect and seek peaceful coexistence. 

Crucially, NSW would be in the hands of a 
civil administration rather than under military 
command, ensuring that the law would be 
applied equally in principle. The greatest 
failing of Australia’s founders was naivety, their 
failure to foresee the size of the challenge in 
reconciling people from such different cultures. 

Andrew Roberts’s definitive new biography 
of George III cites the king’s instructions to 
Phillip on the eve of the First Fleet’s departure 
from Britain in April 1787. He was told to 
establish good relations with the Eora tribe 

and to “endeavour by every means possible 
to open an intercourse with the natives and 
to con ciliate their affections” and was directed 
to punish anyone who sought to “wantonly 
destroy them”. 

George’s liberal values were clearly established. 
His desire to make peace with Native American 
tribes and to prevent the spread of colonial 
settlement beyond the Atlantic coastal fringe 
had put him at odds with George Washington 
and the American colonial government. 
Together with the issue of taxation, his instincts 
towards Native Americans helped to precipitate 
the American War of Independence. 

Calibrating modern Australia’s foundational 
story with these facts is not to downplay the 
ugliness of the conflict between settlers and 
Aboriginal Australians or to underestimate the 
moral complexity of European settlement. It 
does, however, allow us to avoid the divisive 
reasoning of racial essentialism, weaponised 
by the Black Lives Matter movement aided and 
abetted by critical race theory. History as a 
pursuit of truth is our only hope of establishing a 
foundational story that unites every Australian. 

Nick Cater is executive director of the 
Menzies Research Centre. 
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Victorious First Fleet won our own ‘Trafalgar Day’

By Margaret Cameron-Ash, The Australian, 22 January 2022. 

EXECUTIVE SUMMARY: January 26 marks 
the date when Arthur Phillip outfoxed the 
French.

At daybreak on Saturday January 26, 1788, two 
French frigates – La Boussole and l’Astrolabe 
– stood at the entrance of Botany Bay. Their 
commander, Rear Admiral Laperouse, gave 
the signal to enter. He was following new 
instructions that he had received four months 
earlier in Kamchatka, Russia.

They were written by Louis XVI after learning 
that Britain was sending an occupation force 
to New Holland (Australia). The ministers at 
Versailles hoped to forestall the English and 
sent a dispatch across Siberia to Kamchatka, 
ordering their French navigator to sail straight 
for Botany Bay.

Laperouse arrived on the coast near Broken 
Bay at dawn on Wednesday January 23. His 
target, Botany Bay, lay 30 miles to the south 
and, in between, was Port Jackson. By midday, 
the French ships were level with Narrabeen 
Lagoon. By mid-afternoon they were outside 
Sydney Heads. If Laperouse had seized the 
opportunity and turned to starboard, he would 
have discovered “the finest harbour in the 
world”. But Laperouse stuck to his instructions 
and continued south to Botany Bay Laperouse 
had no idea whether the British fleet had 
reached Australia. Nor did he know that Botany 
Bay was not Arthur Phillip’s true destination.

Eighteen years earlier, Captain James Cook 
had anchored HMB Endeavour in Botany Bay, 
but he was unimpressed with the shallow inlet. 
With a couple of trusted men, he followed an 
ancient track north along the coastal ridge. 
From its highest point, Cook saw below him 
Port Jackson (Sydney Harbour). Here was a 
naval paradise: a natural deepwater harbour 
and defensible port with ample room to 
manoeuvre.

As a naval officer and marine surveyor, Cook 
knew this strategic gem had to be concealed 
until Britain could garrison the place. He 
reported it to the Admiralty as soon as he 
arrived back in London. Indeed, evidence 
of Cook’s verbal report is held in the Home 

Office archives. Meanwhile, however, the vast 
extent of the harbour was omitted from Cook’s 
published journal and charts.

When Arthur Phillip was given command of 
the First Fleet, he was told that Port Jackson 
was his true destination, but he would not sail 
there directly. Its entrance had never been 
sounded and Phillip could not risk taking 1500 
souls onto a hidden sandbar. Instead, the fleet 
would rendezvous in Botany Bay (where the 
poor convicts remained locked in the holds) 
while a quick survey was made of Port Jackson.

The first ship of the fleet arrived in Botany Bay 
at 2.15pm on Friday January 18. This was HMS 
Supply with Phillip on board.

After anchoring on the north side of the 
bay, Phillip was rowed ashore where he met 
representatives of the Gameygal people.

The next day, three more ships arrived: 
Alexander, Scarborough and Friendship. On 
Sunday, HMS Sirius arrived with the remaining 
vessels – Charlotte, Lady Penrhyn, Prince 
of Wales, Borrowdale, Fishburn and Golden 
Grove.

Remarkably, all 11 ships had reached Botany 
Bay within 40 hours of each other. At daybreak 
the next morning, Phillip took three small boats 
round to Port Jackson to sound and survey 
it. They spent that first night at Camp Cove 
and the second at Sydney Cove. Here, at the 
narrowest point of the harbour, they found a 
reliable stream of water. The site was ideal for 
the new settlement. They set off back down 
the harbour, eager to collect the fleet and bring 
it round to Sydney Cove.

As the three small English boats sailed out 
through the heads, they should have bumped 
into the two large French ships heading south 
from Narrabeen. It was a photo finish. Yet, 
extraordinarily, neither party saw the other on 
that Wednesday afternoon.

On Thursday at daybreak, the 11 British ships 
were ready to leave for Port Jackson, but the 
weather had turned foul. Worse still, when the 
Englishmen peered through the fog, they saw 



11

Beating France to Botany Bay: The Race to Found Australia 

two foreign vessels at the entrance to Botany 
Bay.

Phillip guessed that these were Laperouse’s 
ships. Before leaving London, Phillip had asked 
the Admiralty for instructions as to what he 
should do if Laperouse beat him to Australia. 
But now Phillip’s sole objective was to secure 
Port Jackson for Britain. Protocol could wait.

This day – Thursday January 24 – marked day 
one of the three-day Battle of Port Jackson. 
The apparent imbalance between the two sides 
is chimeric. If 750 furious convicts broke out 
of the ships’ holds and joined forces with 200 
armed Frenchmen, the Pacific’s new European 
colony would likely be French, not British.

For now, the bad weather favoured the British. 
The French ships were unable to enter Botany 
Bay, so they stood out to sea for safety. They 
disappeared for the rest of Thursday and the 
whole of Friday. Some crewmen thought they 
had gone north to Port Jackson. Phillip hoped 
they hadn’t.

Meanwhile, Phillip postponed his departure and 
ordered the English colours to be hoisted at 
Sutherland Point. He forbade anyone to board 
the French ships or reveal that they were going 
to Port Jackson. He reassigned some marines 
and convicts to different ships and prepared for 
departure the next morning.

By Friday the gales were worse, making it 
almost impossible to get out of the bay. But 
Phillip was determined that he, at least, would 
reach Sydney Cove before nightfall. Eventually, 
when the ebb tide came at noon, HMS Supply 
got out and started up the coast. She struggled 
against the current, battling giant swells and 
a fierce thunderstorm. Eventually, she passed 
through Sydney Heads and into the harbour 
as flashes of lightning lit up the shores. No 
French ships were seen as they came to anchor 
in Sydney Cove at 7pm. Now Phillip’s chief 
concern was the safe arrival of the remaining 
10 ships, which he’d left with his second-in-
command Captain John Hunter of HMS Sirius.

On Saturday January 26, Hunter woke to find 
the fog had disappeared and the wind had 
dropped. At 6am when he gave the signal to 
weigh anchor, he saw no reason why the entire 
convoy would not be safely anchored in Sydney 
Cove by early afternoon. But the return of fine 
weather served both parties. As the sun rose, 
the two French ships were seen at the entrance 
to the bay. Laperouse may not have beaten the 

English to Botany Bay, but his government still 
wanted a detailed report of the new British 
settlement there.

This was a blow for Hunter. Laperouse’s 
arrival in Botany Bay would seriously delay his 
departure because of protocol demands. Both 
Hunter and Laperouse lowered a boat and sent 
an officer to each other to exchange greetings. 
The formalities over, the French ships steered 
a path through the 10 exiting British ships and 
came to anchor near the beach where the HMS 
Supply had spent the previous week.

These courtesies cost Hunter at least four 
hours, which he could ill afford if he was to get 
his nine lumbering merchant ships anchored in 
Sydney Cove before sunset. He signalled the 
masters to stay in formation and follow the 
plan they had agreed the previous evening.

But as the heavy vessels approached the 
narrow entrance, the light winds made it 
difficult to navigate. Vessels were thrown out 
of their order and collisions were inevitable as 
they tried to avoid each other and the rocks. 
Amid the noise and panic, Prince of Wales ran 
into Friendship, carrying away her jib boom,

while her new mainsail and main topmast 
staysail were torn to pieces by Friendship’s yard. 
Being in imminent danger of running onto the 
rocks, Charlotte suddenly swung into the path 
of Friendship. There was a tremendous smash, 
destroying the woodwork on Charlotte’s stern.

The French watched on dumbfounded as the 
British ships raced for the exit. Laperouse 
recorded that the English lieutenant who 
greeted them “appeared to make a great 
mystery of Commodore Phillip’s plan”.

By 1pm, Sirius was out, but Hunter could not 
leave until all the ships were free. Two hours 
later, the last of the vessels cleared Cape Banks 
and the convoy made its way up the coast.

Up at Sydney Cove, Phillip was waiting 
anxiously. With the better weather, he had 
expected the convoy to arrive soon after 
midday. Now he feared the worst – that the 
French had interrupted the British campaign.

Then around 5pm, the workers on shore 
erupted with cheers when the bow of Sirius 
nosed into sight around the eastern headland, 
soon to be named Bennelong Point. By evening 
the whole convoy was anchored inside Sydney 
Cove, except Sirius. She was moored out in the 
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stream where the officer on watch could spot 
any French vessel approaching up the harbour.

As the sun dipped below the horizon, it was 
time to celebrate a safe arrival and a glorious 
victory. Lanterns on the ships illuminated the 
snug inlet, cheering sailors manned the yards, 
while officers and civilian staff came ashore to 
join the others around the flagstaff. This was 
an occasion for thanksgiving after a successful 
voyage and for celebrating a great naval 
triumph.

Three weeks later, when the portable 
“Government House” was finally erected, 
Governor Phillip invited Laperouse to visit. The 
French commander and three friends travelled 
from Botany Bay on horses provided by their 
host. On February 20, Governor Phillip and 
Rear Admiral Laperouse met at Sydney Cove. 

As Laperouse gazed out over Sydney Harbour, 
he realised the damage to the English ships 
had been a small price to pay for them to. 
Britain had won the Battle of Port Jackson 
without firing a shot.

After two nights of partying, the Frenchmen 
returned to Botany Bay. Their six-week visit to 
Australia ended on March 10, when they sailed 
out of Botany Bay to continue their voyage – 
and vanished without trace.

Almost 40 days passed before scattered 
wreckage was found on Vanikoro in the 
Solomon Islands, northwest of Fiji.

Margaret Cameron-Ash is the author of 
Lying for the Admiralty: Captain Cook’s 
Endeavour Voyage.
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At the heart of so many modern political and cultural disputes is the 
conflict between equity of outcome and equality of opportunity. 
Activists concerned with race, gender, or even class struggle 
centralise ‘equity’ above all else – indeed, the definition of structural 

racism amounts to little more than the absence of equity of outcome. 

Classical liberals champion equality of opportunity instead: the idea that 
everyone can rise above the circumstances of their birth. Yet rarely do we 
give much thought to what this means, or measure how we are tracking 
towards this goal. 

The UK Social Mobility Commission is an attempt to live up to this promise. 
Social mobility – the likelihood that someone born towards the bottom of 
the income distribution can make it to the top – is a key metric of equality 
of opportunity.

Equity vs Equality – The 
Importance of Social Mobility 

BREAKFAST 
SESSION B: 

FRIDAY OCTOBER 28 
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Bucking the trend: a fresh approach to social mobility 

By Katharine Birbalsingh, Chair of the Social Mobility Commission.  
Published 9 June 2022 

EXECUTIVE SUMMARY: In her inaugural 
speech as Chair of the Social Mobility 
Commission, Katharine Birbalsingh said 
it’s time for a radical shift in how the UK 
views social mobility.

It is a great privilege to be here, as Chair of the 
Social Mobility Commission with Alun Francis, 
my Deputy Chair, who is a principal of an FE 
college in Oldham. 

We want to chart a new course for the 
Commission, as it reports on the state of social 
mobility in this country. 

We are very aware that this is a difficult time 
to be taking over. We have had a pandemic, 
followed by a European war and a cost of living 
crisis. 

There were already many challenges to deal 
with before. It will be even harder now. This 
makes it all the more important that we 
try to approach the challenge of improving 
social mobility with clarity, and that we make 
recommendations that are going to make a 
difference. 

We want to bring a fresh approach and some 
new questions. 

“What can we do for those young people 
and adults who have not followed the higher 
education pathway, but still need a route to high 
skills and good occupational opportunities? 

“What more should be done about those at the 
very bottom – particularly those with low levels 
of basic literacy and numeracy – who cannot 
take advantage of higher learning and are 
unable to access higher paid work? 

“What to do about the geographical aspects of 
this – both in terms of local neighbourhoods 
where, for a whole variety of reasons, 
educational and economic outcomes and 
opportunities appear to be poor, across 
generations; 

We want to move away from the notion that 
social mobility should just be about the “long” 
upward mobility from the bottom into the top, 

i.e. the person who is born into a family in 
social housing and becomes an accountant, 
banker or big CEO. 

There is nothing wrong with this view of social 
mobility, but it is not enough. We want to 
promote a broader view of social mobility, for 
a wider range of people, who want to improve 
their lives, sometimes in smaller steps. 

So this means looking at how to improve 
opportunities for those at the bottom – not just 
by making elite pathways for a few – but by 
thinking about those who would otherwise be 
left behind – those who either did not want to, 
or could not “leave to achieve”. 

This means thinking differently and collecting 
and using data differently, 

It means being clearer about where mobility 
is working well – and being clearer about the 
various factors which help to make this happen. 

It also means being clearer about obstacles 
which hold people back – and how they can be 
overcome. 

Today, I would like to introduce you to some 
of the thinking that will inform this fresh 

Katharine Birbalsingh
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approach. 

We are going to move away from the popular 
narrative about social mobility – which we refer 
to as the “Dick Whittington model”. 

In this model, the focus is on “big leap” upward 
mobility, from bottom to top in one generation 
– breaking from the circumstances you are 
born into to achieve (in various combinations) 
fame, fortune and occupational status. 

For the folklore version of Dick Whittington 
there was a definite “levelling up” aspect to 
his mobility. He grew up in Lancashire but had 
to leave for London to make his dreams come 
true. 

If he was born in Lancashire today, his route 
to an elite profession might still take him along 
this same geographical route – from the north 
to London. Instead of a picnic and a cat, he 
would now need to take with him some brilliant 
educational credentials – and then find his 
way through the door of an elite professional 
company – to make his way in life. 

Much social mobility work has been dominated 
by trying to make this “Dick Whittington 
model” fairer. 

Attention is then focussed on how to make 
sure opportunities are shared equally. 

This is usually done by identifying the gaps 
in opportunity between the disadvantaged 
and everyone else. Where disparities or gaps 
can be found between these two groups, they 
are presented as evidence of inequalities of 
opportunity and it is recommended that policy 
should focus on closing the gaps – so that the 
opportunities in managerial and professional 
jobs for both groups are more equal. 

Frequently – but not always – this approach is 
accompanied by the view that social mobility 
is in decline. This is usually inferred from data 
relating to inequality. If inequality is increasing 
– or simply not decreasing – the argument 
goes: then opportunity is not fair, so social 
mobility will be in decline. 

You may be familiar with the metaphor of the 
ladder. The ladder represents opportunity for 
upward mobility – stepping from one rung to 
another. But if the rungs are further apart, 
because of growing inequality, where the 
richest person is further and further away 
from the poorest person, then the challenge 
of moving from one rung to another is harder. 

This often leads to a fairly pessimistic and 
dismal set of conclusions about the capacity 
of people to overcome the circumstances into 
which they are born. 

There is no consensus about what measures 
work well – and quite a lot of confusion about 
what we are actually measuring. Most of the 
time, policy debates appear to be talking about 
social mobility, but are using evidence which is 
about inequality. 

Inequality is clearly an important theme in 
social mobility, and inequality does shape and 
affect opportunity. But inequality and social 
mobility are not the same thing, and we should 
be careful not to conflate them. 

•• We could reduce inequality, for example, 
without improving social mobility: we 
could just reduce the gap between the top 
and the bottom, without improving the 
movement in between. 

•• Similarly, we could improve social 
mobility without reducing inequality – by 
moving a higher percentage of people from 
the bottom to the top, but allowing the gap 
between the two to increase. 

We need to collect the evidence and look at it 
carefully before we come to any conclusions. 

If we don’t, we can quickly end up in a very 
dismal place, with a slightly caricatured binary 
view of society divided into two groups: 

•• A group at the bottom which has very 
little chance of improving their situation, 
because it cannot overcome the inequality 
which separates it from everyone else – no 
matter what measures may be put in place 
to support their social mobility. 

•• Another group – which includes 
everyone not in the bottom group – whose 
achievements and accomplishments are not 
attributed to their efforts, but are a by-
product of their relative levels of privilege. 

Neither group has any agency. Everyone is 
quite literally a prisoner of the circumstances 
into which they were born. 

Are things really this bad? Is it really so 
impossible for people to succeed despite their 
circumstances, no matter what interventions 
and support we provide? 

What actually is going on? 
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Despite the popular narrative, it’s not true that 
social mobility is getting worse on all counts. 
In reality the picture is complex. On some 
measures it is doing better than others, and on 
some – such as occupational mobility – it has 
been fairly stable for decades 

There have been big changes in the economy, 
as the service industry has grown. In the latter 
part of the twentieth century, the occupational 
structure shifted considerably – creating more 
white-collar than blue-collar jobs. So more 
people were able to move “up” the occupational 
hierarchy compared to their parents. 

But more recently, while we are still generating 
professional and managerial jobs, the rate 
has slowed. There are fewer people born 
into families who have routine and manual 
occupations, and more born into families with 
professional and managerial jobs. There is 
competition from those wishing to “move up” 
at the same time as more people being “at 
risk” of moving down. This is often referred to 
as the problem of “less room at the top”, which 
makes it look like social mobility is worsening 
when it might not be. 

Of course, occupational mobility is only one 
aspect. There is less consensus about mobility 
in income and in other things like housing or 
wealth. 

Given this evidence, we need to stop presenting 
social mobility in this way. For some people it 
feeds the view that the country is less open 
to talent than it has been in the past. There 
are clearly areas where we need to improve, 
but there are also areas where we are doing 
relatively well. As usual, the truth is more 
complex. 

Those born nearer to the top have advantages 
over those born nearer to the bottom. But 
we need to be careful about moving from 
this general observation to the conclusion 
that nobody has agency, or that the gaps and 
disparities between the “disadvantaged” and 
everyone else are set in stone. 

We need a more analytical approach if we want 
to understand what is going on. 

Some of the evidence for this will be presented 
in The State of the Nation report for 2022, which 
the Commission team is currently working on. 
This is our annual report to parliament on the 
overall picture of social mobility. 

A big concern in the Report is the need for 
clearer definitions and measurements of social 
mobility, and for the first time, we will be 
including the best scientific measures of actual 
social mobility outcomes, looking at the same 
person’s starting and ending point. We will also 
be revisiting the conditions that help or hinder 
social mobility and tracking outcomes in early 
adulthood. 

The aim is to present a more nuanced picture, 
from which we can be more focused in our 
analysis and understanding of what works well 
and what does not. 

What we can say at this point is that the 
picture is more encouraging than people have 
come to expect. There are some significant 
improvements and – very often – a narrowing 
of gaps between disadvantaged groups and 
everyone else. 

This is important because structural issues do 
shape opportunities. But as I’ve said, we should 
be considering a wider range of explanations, 
not just inequality alone. 

This is because human beings may be born 
into circumstances, not of their own choosing, 
but they also retain agency. 

So it is important to pay attention to some 
of the issues that social mobility policy is not 
always comfortable talking about. 

For example: 

•• Diversity of talent – This is often referred 
to in passing, but rarely analysed in detail. 
And when it is mentioned, the focus is 
nearly always on cognitive ability. This 
is hugely important, but other forms of 
talent and ability can be ignored – perhaps 
because society tends to mainly respect 
the type of cognitive ability that will secure 
a lucrative professional job. Instead, we 
believe that other talents and other jobs 
should be valued too. 

•• Families are frequently mentioned in 
terms of social mobility, but mainly as 
vehicles for passing on privilege. It is 
widely acknowledged by experts in the 
field, that in terms of shaping opportunity 
for children, families play a bigger role than 
any other institution. We are keen to spend 
more time talking about families, and 
parenting, and the central role these have 
in shaping outcomes. 



17

Equity vs Equality – The Importance of Social Mobility 

•• Culture and values on a broader level also 
need to feature more strongly. These are 
sometimes acknowledged, but are probably 
not given sufficient weight – in terms of 
their positive and negative implications 
for social mobility. I addressed issues of 
culture in the recent documentary about 
our school, Michaela. We should not 
underestimate the impact of culture and 
values 

It is also important to think in a more nuanced 
way about the distribution of opportunity. 

Part of the problem may be to do with 
definitions and data.  We live in a world where 
we can get lots of data and that’s a good thing. 
But we also have to be thoughtful about how 
we use and interpret it. 

Take for example, the way we think about 
occupational mobility. In the usual model 
that the Government uses for classifying 
occupations, there are eight categories. These 
are often collapsed into just three. But the 
number of categories we use does a lot to 
determine whether we think social mobility 
is high or low. The more categories we have, 
the more movement we will find. The fewer 
categories we have, the more we lose focus on 
the shorter mobilities between them. 

When it comes to looking at inequality, things 
can be equally simplistic. Much of the research 
drops into a model which separates the 
disadvantaged on one side and everyone else 
on the other. The definitions of “disadvantage” 
may differ, depending on whether occupation, 
income, free school meals, or the index of 
multiple deprivation are used. Furthermore, 
they obscure differences between people in the 
same category, as well as people who move 
between categories and don’t rigidly fit into 
either. There is a huge amount of research 
into the dynamics of poverty – who moves 
in and out temporarily, who gets “stuck”, and 
what circumstances shape this. So we should 
not treat “the disadvantaged” as all being the 
same. 

Similarly, there is a problem with the way 
“everyone else” is grouped together. Any model 
which places the state-educated children of 
one parent police officers, or primary school 
teachers or local government officers from 
Hartlepool into the same category as the elite 
public school educated children of rock stars 
from Notting Hill and the CEOs of the FTSE top 
100 companies, and labels them all as “non-

disadvantaged” – is probably not telling us as 
much as we need to know. 

This however, is exactly what quite a lot of 
social mobility research does. It reduces 
social mobility to a contest between these two 
groups. This then stops us from thinking about 
social mobility for everyone. 

It can end up improving the condition of a small 
number, without changing the opportunities for 
everyone else. 

We need to recognise that social mobility has 
many forms, and one size does not fit all. 

Consider this: 

If a child of parents who were long-term 
unemployed, or who never worked, gets a job 
in their local area, isn’t that a success worth 
celebrating? Would we really want to say that 
it doesn’t count as mobility, simply because 
they’re not an accountant or lawyer? 

I mean do we all want to be lawyers?  I 
certainly don’t want to be a lawyer.  I don’t 
suspect many of you do.  I do hope we don’t 
have any lawyers in the room. 

Surely not – yet much analysis of social mobility 
wouldn’t even notice that it had happened. 

We need to know a lot more about what people 
think about social mobility. Research of this 
kind will challenge us all to think about the 
wider range of factors which influence ambition 
and aspiration. 

We want to think about the opportunities 
we create for those who will not access the 
elite pathway – who this model often “leaves 
behind”. 

We have, over the last generation, had too 
much focus on a one size fits all model for 
social mobility, which tends to consider higher 
education expansion as the key means of 
improving opportunity. 

While many have benefited from this, and it’s 
good that some have, it is time to consider 
those who have not. And this brings me back 
to the questions I posed at the start: 

• What to do for those young people and 
adults who have not followed the higher 
education pathway, but still need a route 
to high skills and good occupational 
opportunities? 
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•• What more should be done about those 
at the very bottom – particularly those with 
low levels of basic literacy and numeracy? 

•• What to do about the geographical 
aspects of this – local opportunities and 
outcomes? 

All of these issues and themes directly link to 
the challenge of “Levelling Up”. 

In the Dick Whittington view, the best option 
is to promote a leave to achieve approach. But 
the unforeseen consequence of this is to make 
things worse for the people and places they are 
leaving behind. 

Social mobility policy needs to mean something 
for those people and those places – and for 
us, the link between social mobility policy 
and Levelling Up Missions and Targets in the 
government’s White Paper is critical. 

They are not identical, but the overlap is 
considerable. The whole point of levelling up 
should be to create more opportunity for more 
people in more places – and a refocussed social 
mobility policy can be a powerful tool for both 
directing these efforts, measuring them, and 
holding stakeholders to account for delivering 
them. 

So, where then does this leave us? 

We will be focussing on three interconnected 
themes: 

•• Education – which includes early years, 
schools and universities, but also other 
routes such as further education and 
apprenticeships – and as we have said, we 
will be keen to understand more about how 
we can help families and parents. 

•• Employment – a lot will focus on 
employers, but not just large professional 
firms. We will also look at the role 
of smaller enterprises in generating 
opportunity, and at how the value of 
qualifications – particularly degrees and 
technical qualifications – is shaped by wider 
issues in the labour market, including levels 
of regulation. 

•• Enterprise and the economy – and we are 
interested in the creation of opportunities, 
their geographical spread, and the role of 
enterprise in sometimes consolidating and 
sometimes disrupting traditional social 
mobility hierarchies. In the era of “levelling 

up” these themes need to have much 
more attention because they are central to 
ensuring better opportunities are available. 

But we will also be prepared to look at these 
differently to try and capture the wider range 
of factors which help or hinder opportunity. 

We want to look at a wider range of social 
mobility journeys, so that policy is not solely 
focussed on the success of a small number. 

We want to develop a strong evidence base 
of what works, and an equally sharp focus on 
obstacles to opportunity. 

In conclusion, we want to champion a fresh 
approach, which sees social mobility as the 
process of enabling everyone to find and apply 
their talents in ways that they enjoy and gives 
them purpose, and for our wider society and 
economy. 

This does not mean we reject all of the work 
that has already been done – but it means 
going further. 

It will require us to start thinking differently –
about how we define social mobility, measure it 
and assess it – and about what really works if 
we want to make more opportunities for more 
people in more places. 

It is going to be a big, but exciting challenge. 
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A Fair Go: Fact or Fiction?

Benjamin Herscovitch

EXECUTIVE SUMMARY:  The  ‘fair  go’  is  
a  core  Australian  value.  The  idea  that  
everyone  should  have  the  opportunity  
to  improve  their  lot  in  life  is  a  central  
element  of  Australia’s  social  contact  and  
a  touchstone  for  assessing public policy. 
But what exactly does it mean? And does 
Australia live up to this ideal?The  fair  go  is  
best  understood  in  terms  of  opportunity  
rather  than  equality.  Not  only  is  the  
egalitarian  principle  of  equal  distribution  
only  supported  by  a  small  minority  of  
Australians,  but no society can ensure 
that everyone begins in the same position. 
Instead of equalising everyone’s starting  
points  in  life,  a  fair  go  gives  individuals  
the  opportunity  to  improve  their  position  
in  society with the right combination 
of ambition and natural ability.Despite  
periodic  claims  that  the  fair  go  is  under  
attack,  rates  of  social  mobility  reveal  
that  Australia is a fair go success story.
Individuals  from  all  backgrounds  move  
into  every  socioeconomic  stratum  in  
large  numbers.  Approximately 17% of 
sons born into the wealthiest quintile drop 
to the poorest, while 12% of sons born 
into the poorest quintile make it to the 
wealthiest. At the same time, almost 1 in 

10 children of  fathers  with  the  highest  
status  jobs  end  up  with  the  lowest  
status  jobs,  and  slightly  more  than  1 
in 4 children of fathers with the lowest 
status jobs work their way into the highest 
status jobs.Australia  also  has  some  
of  the  highest  rates  of  earnings  and  
educational  mobility  in  the  industrialised  
world.  The  earnings  advantage  wealthy  
fathers  confer  on  their  sons  is  smaller  in  
Australia  than  in  most  OECD  countries.  
Equally,  the  children  of  parents  who  
did  not  finish  secondary  schooling  are  
more  likely  to  receive  tertiary  education  
in  Australia  than  in  other  industrialised  
countries,  while  having  parents  with  
a  post-secondary  education  confers  a  
relatively  small educational advantage.
The  Australian  ideal  of  a  fair  go  is  
fact  rather  than  fiction.  By  offering  all  
individuals  the  opportunity  to  capitalise  
on  their  ambition  and  natural  ability,  
Australia’s  dynamic  and  socially  mobile  
society  neither  safeguards  the  position  
of  the  privileged  nor  frustrates  the  
aspirations  of  the disadvantaged.
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*  Henry Lawson famously captured a central strain of Australian egalitarianism in his poem The 
Shearers: ‘They call no biped lord or “sir,” And touch their hats to no man!’

**  Respondents were asked which of three different fairness principles they supported. Classical liberal: 
‘In a fair society, people’s incomes should depend on how much other people value the services 
they provide.’ Meritocratic: ‘In a fair society, people’s incomes should depend on how hard they 
work and how talented they are.’ Egalitarian: ‘In a fair society, nobody should get an income a lot 
bigger or a lot smaller than anybody else gets.’

More than 90% 
of Australians 
say that the 
ideal of a fair go 
is fundamental 
for defining 
Australian values.

A fair go in question
Budget 2012 was widely dubbed the ‘welfare budget.’1 With increases to family tax 
benefits and supplements to welfare payments, it raised the question of whether 
contemporary Australian society is fair. If this question was lurking in the background 
on budget night, it took centre stage in the subsequent debate about the government’s 
means-tested Schoolkids Bonus. Claiming that the welfare budget was a response to 
the economic hardships faced by ‘real families,’ Prime Minister Julia Gillard accused 
Opposition Leader Tony Abbott of being a ‘cosseted’ North Shore silvertail.2 Australian 
society was apparently becoming Dickensian.

Gillard’s criticism of Abbott and his fellow denizens of Sydney’s affluent North Shore 
was more than a spasmodic appeal to Australia’s class antagonisms of a bygone era.  
It went to the health of Australia’s social contract: Does our society live up to the ideal 
of a fair go? Or is position increasingly awarded on the basis of postcode and family 
background? These are questions of perennial public debate and reflect an underlying 
schizophrenia in the national psyche: Although we have long prided ourselves on a fair 
go ethos, we suspect the chips are stacked in favour of the fortunate few.

In a series of articles, interviews and speeches in 2012–13, Treasurer Wayne Swan 
gave voice to these concerns about the apparent gap between the promise and the  
reality of the Australian fair go. Taking aim at flamboyant mining magnates such as  
Clive Palmer, Gina Rinehart, and Andrew Forrest, Swan argued that ‘the rising  
influence of vested interests is threatening Australia’s egalitarian social contract.’3  
Having suggested that Australia is on the brink of losing an essential element of its 
national character, Swan billed the 2013 federal election a ‘referendum on the fair go.’4

The fairly confused ideal of a fair go
Swan’s use of the language of a fair go is savvy politics. As the Antipodean equivalent 
of the American Dream, the fair go ethos speaks to all Australians.5 It stretches back to 
the anti-authoritarianism and egalitarianism of Henry Lawson’s Australia and forms  
an integral part of the contemporary Australian mindset.* With 91% of Australians 
saying the ideal of a fair go is fundamental for defining Australian values, it sits at the 
heart of how Australians see the relationship between society and the individual.6

Although a fair go is a ‘core Australian political value,’ it is misleading to use it 
to sell particular policies.7 The community’s conflicting views about fairness suggest 
that this ideal does not have a common meaning. A 2003 ACNielsen/CIS survey  
showed that for some Australians, fairness is synonymous with the egalitarian idea  
of an equal distribution of resources, while others equate it with the meritocratic  
ideal of reward for talent and effort or the classical liberal emphasis on voluntary 
transactions between free individuals.** 8

When offered a choice between the aforementioned egalitarian, meritocratic and 
classical liberal fairness principles, 46% of respondents supported a combination of  
two of these fairness principles, with a further 19% supporting all three.9 At the same 
time, 5% supported the egalitarian principle alone, 24% supported the meritocratic 
principle alone, and 2% supported the classical liberal principle alone.10 As Peter 
Saunders concluded, the muddled state of public opinion shows that although  
a ‘belief in the “fair go” has evolved to become part of our national culture ... it is not 
entirely clear what this term means.’11
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A Fair Go: Fact or Fiction?

There is 
disagreement 

on whether 
Australia lives up 

to the ideal of a 
fair go in practice.

Source: Peter Saunders, ‘What is Fair About a “Fair Go”?’ Policy 20:1 (Autumn 2004), 4.

Confusion about precisely what it means for someone to be given a fair go is 
confirmed elsewhere. Although Australians tend to equate a fair go with equality of 
opportunity, the Australian Bureau of Statistics (ABS) found that this aspiration  
remains fairly ambiguous:

All Australians should have an equal opportunity to establish, improve  
and maintain their wellbeing, and have access to the services and 
opportunities that support this.12

Depending on how this aspiration is fleshed out, it could be understood as 
a commitment to the meritocratic principle of fairness—reward for talent and  
effort—or the egalitarian fairness principle—resources should be distributed equally.

Disagreements about the fair go are not restricted to abstract principles. Research 
conducted by Roy Morgan reveals division in the community over whether  
Australian society is fair: 50% of respondents said Australia has become fairer, 
45% said the opposite is true, and 5% said they do not know.13 Not only is there 
no consensus on what a fair go means in theory, but there is also disagreement  
on whether Australia lives up to the ideal of a fair go in practice. We might all 
agree that a fair go means ‘a reasonable chance, a fair deal,’ and that ‘what someone  
achieves in life should be a product of their talents, work and effort rather than  
their birth or favouritism,’ but we are also decidedly confused about the implications  
of these vague motherhood statements for Australia.14

Formal equality of opportunity
Irrespective of the exact meaning of a fair go, most Australians would agree that it 
incorporates formal equality of opportunity (FEO). Fred Argy defines FEO as 
giving the same opportunities to individuals with the same abilities.15 In practice, 
FEO aims at distributing positions in society on a non-discriminatory basis and  
not excluding people on the basis of ethnicity, religion, culture, etc.16 For example,  

Figure 1: Support for different fairness principles
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Almost all 
Australians 
would agree 
that a fair go 
entails more than 
formal equality 
of opportunity.

under FEO a store owner cannot refuse to hire capable Roman Catholics because he  
or she dislikes Roman Catholics.

A society that implements FEO cannot exclude individuals from certain positions 
if they have the necessary abilities. To be sure, one employer violating FEO would 
not undermine the attempt by society-at-large to give individuals a fair go. However,  
if FEO is not widely adhered to, a fair go is jeopardised. For example, if anti-Roman 
Catholic hiring policies were shared by many employers, it would be impossible for 
society to offer Roman Catholics a fair go.

The debate over Australia’s proposed Human Rights and Anti-Discrimination 
Bill suggests that the enforcement of FEO will at times be highly contentious: 
There were forceful calls for this bill to prohibit discrimination by religious  
organisations on the basis of sexual preferences, while some Christian groups  
claimed they should be able to continue to violate FEO and not hire individuals  
with lifestyles at odds with elements of church doctrine.17 Notwithstanding the 
arguments for and against the enforcement of FEO in specific instances (Appendix A),  
a society that totally abandoned FEO would fail to give individuals a fair go.18

The defence of FEO raises the question of whether it is sufficient to give  
individuals a fair go. Argy observes that FEO only ensures that ‘the best person wins  
at any point in time’ [emphasis in original].19 Although guaranteeing meritocratic 
selection goes a long way to giving individuals a fair go, it also means that FEO will 
disregard the opportunities or lack thereof that individuals experience over the course 
of their lives. Reducing a fair go to FEO would therefore limit it to merit-based  
selection processes.

Consider a child born in a poor family in which both parents are unemployed.  
FEO requires that society not discriminate against this child on the basis of ethnicity, 
religion, culture, etc. However, in the absence of private charity, this child will not  
be given any educational opportunities, health care, or basic necessities for survival.

Not surprisingly, given the austerity implied by guaranteeing FEO alone, almost  
all Australians would agree that a fair go entails more. ABS research suggests that 
‘Australians aspire to a fair society that enables everyone to meet their needs.’20 This 
means that ‘all Australians should have an equal opportunity to establish, improve  
and maintain their wellbeing, and have access to the services and opportunities  
that support this.’21 Given how rubbery the notion of ‘needs’ is, the extent of the  
social services society should offer is unclear. Nonetheless, we can be sure that a fair  
go entails more than bare FEO.

Substantive equality of opportunity
Argy defines a society that guarantees substantive equality of opportunity (SEO)  
as one in which:

Everyone is able to develop their full potential irrespective of the  
original circumstances of their birth and childhood and where a person’s 
economic prospects are determined overwhelmingly by their own ability 
and character.22

So defined, SEO makes strong egalitarian demands on society. Indeed, it maximises 
the influence of ambition and natural ability over an individual’s position in society by 
giving all individuals the same opportunity over the course of their lives:

Everyone has an equal chance to develop their capacities to the full,  
so that ... inequality that cannot be explained and justified in terms of 
differences in effort and talent ... is kept to a minimum.23
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The vast majority 
of Australians 
are unlikely to 

welcome the 
large-scale state 

action needed 
to achieve 

substantive 
equality of 

opportunity.

Given that, as Argy observes, SEO is concerned with ‘opportunities over a lifetime, 
not just at a point in time,’ [emphasis in original] SEO ensures that all individuals have 
the same opportunities to acquire the skills needed for success.24 Although SEO thereby 
appears sufficient to give individuals a fair go, it has serious and often overlooked costs.

Inherited advantage, luck and unforeseen circumstances profoundly shape our 
lives. One person might be born into a family with the resources to provide a host 
of advantageous educational experiences—travel and exposure to different values 
and mores, a scholarly family culture, books and other forms of ‘cultural capital.’25 
Another person might attend a party where they meet a valuable future professional 
contact.26 Still another person might acquire a skill early in life, which due to the rapidly  
changing nature of work, may be lucrative in a decade. Equally, many others may  
not have any of these benefits.

Perfect SEO demands that society offer all individuals the same opportunities 
in life. As the above examples show, achieving this would mean counteracting a 
near infinite set of unavoidable inequalities between individuals. The scope of the 
resulting remedial state action would be essentially limitless because even the most 
extensive social services are inadequate for giving every individual equal opportunity 
to develop their ambition and natural ability. For example, given that cultural and 
social capital are crucial for developing ambition and natural ability, providing rural 
school students in a large, sparsely populated country like Australia with the same  
opportunities as their urban peers would demand massive spending on regular  
excursions to urban centres or educational and cultural infrastructure throughout  
the country in the form of theatres, art galleries, libraries, etc.

With the 2012 Per Capita tax survey revealing that only 1.2% of Australians  
think they pay too little tax, there will be little support for the tax increases 
necessary to finance the expensive social services required by SEO.27 Given that 
50% of Australians think they pay too much tax, while 34.5% feel they pay the 
right amount, Australians are likely to support the status quo over costly SEO.28  
A 2013 Galaxy Poll of more than 1,000 people suggests the same: The majority of 
Australians think the current level of government intervention is either too high 
or appropriate.29 Only 22% of respondents said they want more government 
‘control and involvement,’ 30% said the current level is right, and 49% said there is 
already too much government intrusion.30 Given these results, the vast majority of  
Australians are unlikely to welcome the large-scale state action needed to achieve SEO.

Advocates of SEO may say that even if perfect SEO is a costly and invasive  
Sisyphean project, we should—within the limits of the fiscally viable and without  
going beyond the level of government intervention accepted by Australians—attempt  
to approach SEO. Although it is impossible to eliminate brute luck, the influence  
of more controllable factors, such as inherited advantage, can and should be abolished 
so that ambition and natural ability play a relatively greater role in determining the 
position of individuals in society.

Even the revised version of the commitment to SEO is likely to be extremely 
intrusive and expensive.31 Much more complex redistribution schemes than the 
current welfare state would be needed to compensate for the mundane, and yet 
almost limitless, inequalities of opportunity individuals face. For example, inheritance 
would need to be taxed into non-existence; all students would need to be offered 
additional educational opportunities, such as costly afterschool tutoring and  
international cultural excursions; and all infants would need access to adults to read 
to them out of school hours. Attempting to approach SEO—like trying to achieve  
a meritocracy, as discussed in Appendix B—would thereby lead to massive state-based 
interference in society and a bloated bureaucracy.
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A fair go entails 
that everyone 
should be 
offered the 
opportunity to 
take advantage 
of their ambition 
and natural 
ability.

A fair go as opportunity
Rather than an intrusive and quixotic attempt to eradicate the effects of  
inherited advantage, luck and unforeseen circumstances, a fair go entails 
that everyone should be offered the opportunity to take advantage of their  
ambition and natural ability.32 Although this opportunity need not be  
identical, everyone must have a good chance of taking advantage of their  
ambition and natural ability.33 By focusing on opportunity rather than  
equality, we face a Goldilocks question: At what point does the opportunity to 
take advantage of ambition and natural ability become adequate?34

There are a host of candidates for the essential elements of a fair go threshold:  
Access to primary, secondary and tertiary education; the availability of health care;  
and a social security safety net.35 Based on this approximation, Australia seems to  
provide individuals with adequate opportunity to take advantage of their ambition 
and natural ability. Primary and secondary education may not be universally of the 
same quality but is available to all; anyone can pursue higher education provided  
they demonstrate the requisite academic abilities; and all Australians can access  
medical care—albeit of differing levels of quality—and a social security safety net.

Beyond necessary social services, we also need to look at social outcomes to measure 
the fair go. A society that gives individuals a fair go will be one in which—accepting  
the role of inherited advantage, luck and unforeseen circumstances—an individual’s 
position in society is in large part a function of their ambition and natural alibility. 
Determining whether this is true for everyone obviously verges on the impossible; 
we cannot know precisely what combination of social forces and personal attributes 
produced every individual’s position in society. How then can we measure whether 
society lives up to the ideal of a fair go?

Social mobility as a fair go proxy
Social mobility measures the extent of movement through socioeconomic strata  
between generations (inter-generational social mobility), and over the course of an 
individual’s life (intra-generational social mobility).† 36 The connection between the 
socioeconomic status (SES) of parents and children is less pronounced in a more  
inter-generationally mobile society, while the connection between an individual’s  
SES over the course of their life is less pronounced in a more intra-generationally  
mobile society.37

In both its inter- and intra-generational forms, social mobility is associated with 
fluid social structures in which individuals move through socioeconomic strata.  
Using the more common measure of inter-generational social mobility, a society 
with the maximum amount of social mobility would be one in which there was no 
correlation between the SES of parents and children at all, while a society with as  
little social mobility as possible would be one with a perfect correlation.38

Although social mobility is sometimes assumed to be synonymous with a fair go,  
it is far from a perfect proxy.39 There are two principal reasons for this. A society could  
be socially mobile without actually offering anything resembling a fair go. For 
example, a society could be somewhat socially mobile purely as a result of individuals  
experiencing unpredictable bouts of financial fortune and misfortune unconnected  
with ambition and natural ability. Although such an extreme case is improbable,  
it shows social mobility does not necessarily imply that individuals have been given 
a fair go.

†  Owing to the focus on inter-generational social mobility in research literature and public policy 
debates, the argument that follows primarily concentrates on this form of social mobility. Unless 
otherwise stated, subsequent references to social mobility relate exclusively to inter-generational 
social mobility.
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Second, and perhaps more importantly, a fair go does not entail social mobility. 
The commonplace phenomenon of positive assortative mating—coupling on the basis 
of a preference for certain shared characteristics—means that a society could provide 
a fair go despite being largely socially immobile.40 If individuals choose partners  
similar to themselves from their own socioeconomic strata, they are less likely to 
experience social mobility and more likely to pass on their SES to their children.41 
Consider the phenomenon of the ‘cognitive elite’ described by Richard J. Herrnstein 
and Charles Murray: If high SES individuals have a tendency to intermarry, then their 
children will inherit the ambition and natural ability necessary to retain their parents’ 
elevated position in the socioeconomic hierarchy.42

Given that social immobility produced by positive assortative mating is just  
a function of individuals freely choosing their partners, we cannot know whether 
society is adequately socially mobile by simply looking at ‘how much movement  
takes place.’43 Social immobility produced by positive assortative mating may well lead  
to the kind of discontent among those in lower socioeconomic strata that one might 
expect from an aristocracy of birth being replaced by an ‘aristocracy of talent.’44  
However, short of mandating that individuals from high SES backgrounds not 
intermarry, this form of social immobility is unavoidable.

What is more, social immobility of this kind is precisely what we would expect  
from a fair go: If individuals are given the opportunity to take advantage of their 
ambition and natural ability, then the ambitious and able children of individuals 
from high SES backgrounds will themselves occupy elevated positions in the  
socioeconomic hierarchy.‡ As Michael Young observed, opportunity to take advantage 
of ambition and natural ability equally means the ‘opportunity to be unequal.’45

Social mobility does not entail a fair go and a fair go does not entail social mobility. 
But this does not mean that social mobility tells us nothing about a fair go. A fair 
go makes it possible for individuals to move beyond their socioeconomic strata of  
origin with ‘intelligence and effort,’ which is an element of what social mobility 
measures.46 Although we do not know precisely how socially mobile a society 
should be, we do know that a fair go society will allow individuals to move up the  
socioeconomic hierarchy with ‘ability put to good effect.’ ‡‡ 47 As we will see below, 
Australia exhibits exactly this kind of social mobility.

Movement en masse between earnings quintiles
The extent of movement between earnings quintiles shows that Australia is remarkably 
socially mobile. Andrew Leigh, MP and former Australian National University 
economist, determined that approximately 12% of sons born into the poorest  
quintile make it to the wealthiest, while 17% of sons born into the wealthiest  
quintile end up in the poorest.48 In other words, more than a tenth of sons from 
the poorest background join the ranks of the wealthiest one-fifth of the population,  
and slightly less than a fifth of sons from the wealthiest background join the ranks of  
the poorest one-fifth of the population.

‡   Although positive assortative mating is likely to reduce social mobility, the children of high  
SES parents cannot be expected to completely reproduce their parents’ socioeconomic position.  
As T.S. Eliot observed in Notes Towards the Definition of Culture: 
  An élite, if it is a governing elite, so far as the natural impulse to pass on to one’s offspring 

both power and prestige is not artificially checked, will tend to establish itself as a class. But 
an élite which thus transforms itself tends to lose its function as an elite, for the qualities by 
which the original members won their position will not all be transmitted equally to their 
descendants.

‡ ‡  Given that social mobility makes it much more likely that SES will be earned through ambition and 
natural ability, it is not surprising that there are good economic grounds for its promotion. Social 
mobility decreases the likelihood that human capital will be wasted or misallocated: Valuable skills 
would not be efficiently employed in a socially immobile society because individuals would be held 
back from making full use of their talents.
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Figure 2: Movement between earnings quintiles

Father’s earnings quintile

1 (poorest) 2 3 4 5 (wealthiest)

Son’s 
earnings 
quintile

1 (poorest) 26.52% 18.24% 15.64% 18.16% 17.17%

2 19.45% 23.95% 18.98% 19.85% 16.65%

3 18.87% 22.57% 27.18% 17.96% 14.81%

4 23.39% 18.63% 18.34% 19.22% 22.97%

5 (wealthiest) 11.76% 16.6% 19.84% 24.82% 28.39%

Source: Andrew Leigh, ‘Inter-Generational Mobility in Australia,’ The B.E. Journal of Economic 
Analysis & Policy 7:2 (2007), 17.

To appreciate the extent of the movement between earnings quintiles, it is  
instructive to consider what a maximally socially mobile society would look like.  
There would be no bias between the earnings quintiles of sons and fathers, meaning  
that 20% of the sons from each earnings quintile would end up in every earnings 
quintile. In other words, 20% of the sons from the top earnings quintile would stay 
in that quintile, with the remaining 80% of sons evenly distributed between the four  
other quintiles.

Although Australia’s social mobility profile diverges from this model of maximum 
social mobility, the divergence is surprisingly small: The lowest level of movement  
into any given earnings quintile is as high as 12%, while the highest level of earnings 
quintile retention is as low as 28%.49 Given that earnings quintile retention and 
movement diverges at most by 8% from the model of maximum social mobility,  
Australia is extremely socially mobile.50 In light of the benign social immobility  
produced by positive assortative mating, these levels of social mobility are striking  
and heartening.

To be sure, the largest percentage of sons fall into their father’s earnings quintiles 
in most cases. This is particularly pronounced in the top and bottom quintiles: 
Approximately 27% of sons born into the poorest quintile remain there, while  
28% of sons born into the wealthiest quintile stay in that quintile as adults.51  
However, the significant retention for every quintile—19% to 27%—hardly suggests 
Australian society is stagnant.52 Given that the highest level of quintile retention is  
28%, at least 72% of sons from every quintile do not remain in the quintile into  
which they were born.53

Australia clearly has high levels of both upward and downward social mobility.§  
Not only do large numbers of individuals move up through the earnings quintiles, but 
many fall far below their earnings quintiles of origin. What is more, many individuals 
move through all the earnings quintiles: Australian society is sufficiently socially  
mobile that individuals do not just move from one earnings quintile to adjacent  
earnings quintiles; they often move from one extreme of the socioeconomic hierarchy 
to the other.

Rates of intra-generational earnings mobility confirm that Australia is highly 
socially mobile. Between 2001 and 2009, 48% of individuals moved more than  

§  Both upward and downward social mobility are essential. Although the focus in research literature 
and public policy debates is typically on upward social mobility, downward social mobility is an 
equally important prerequisite for a fair go. The flip side of individuals having the opportunity to take 
advantage of their ambition and natural ability is that those without ambition and natural ability will 
lose their elevated SES.
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20 earnings percentiles.54 In the same period, more than 5.5% of individuals  from 
the lowest earnings quintile entered the top quintile, while 7% of individuals  
from the top earnings quintile found themselves in the bottom quintile.55 This compares 
well with international rates of intra-generational earnings mobility: Leigh found that 
Australia has significantly more intra-generational earnings mobility than Great Britain,  
Germany or the United States.56

On top of extensive movement between earnings quintiles, even the socioeconomic 
position of those who remain in the bottom earnings quintiles is improving. Block 
social mobility means that all Australians are increasingly wealthy.§§ The Productivity 
Commission estimates that between 1988–89 and 2009–10, labour income went up  
by more than 30% in real terms for those in the lowest income decile, and by just shy  
of 10% for those in the second lowest decile.57 Although this rate of income growth 
was far outpaced by earners in the first and second income deciles—by more than  
60% and 40%, respectively—block social mobility is clearly improving the 
socioeconomic position of all Australians.58 Not only do 72% of sons from the bottom 
earnings quintile move to higher earnings quintiles, but even those who remain there  
are steadily becoming wealthier.59

Individuals prosper on their own merit
One of the most common international measures of social mobility is inter-generational 
earnings elasticity. Owing to the dominance of men in the workforce in past  
generations, inter-generational earnings elasticity is typically measured by looking at  
the percentage change in the son’s earnings for a doubling of the father’s earnings.60  
High levels of inter-generational earnings elasticity imply low levels of social mobility: 
The earnings advantage that wealthy fathers confer on their sons is higher. By contrast, 
low levels of inter-generational earnings elasticity imply high levels of social mobility: 
The earnings advantage that wealthy fathers confer on their sons is lower.

Based on Leigh’s analysis, the Organisation for Economic Co-operation and 
Development (OECD) suggests that inter-generational earnings elasticity in Australia  
is approximately 0.25.61 This means that if father A earns 100% more than father B, 
son A is likely to earn only 25% more than son B: Although wealthy fathers confer an 
earnings advantage on their sons, this advantage is relatively modest in Australia.62

Differences in the measurement and quality of data mean that ‘comparing  
cross-country estimates of inter-generational income mobility requires a great deal 
of caution.’63 However, the available evidence suggests that the earnings advantage  
wealthy fathers confer on their sons is smaller in Australia than in most OECD countries. 
Australia’s level of inter-generational earnings elasticity is only slightly higher than that 
of the social democratic Nordic countries and significantly lower than that of most 
OECD countries.64 What is more, the earnings advantage that wealthy fathers 
confer on their sons in Australia is approximately half of what it is the United States,  
France and the United Kingdom.65

§§  Block social mobility refers to society-wide changes in socioeconomic conditions as opposed to 
certain individuals increasing their relative position in society. A classic case of block social mobility 
is the movement of 400 million to 600 million Chinese people out of poverty since Deng Xiaoping’s 
liberal economic reforms in the 1970s and 1980s.
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Source: Anna Cristina d’Addio, Social Mobility in OECD Countries: Evidence and Policy 
Implications (forthcoming).

Widespread professional mobility
Australian society is highly professionally mobile. A 2011 Smith Family study found 
that almost 1 in 10 children of fathers with the highest status jobs—managers and 
professionals—end up with the lowest status jobs—operators, drivers and labourers.66 
At the same time, slightly more than 1 in 4 children of fathers with the lowest status  
jobs work their way into the highest status jobs.67 In short, not only is coming from  
a high job status family no guarantee of getting a high status job oneself, but coming 
from a low job status family will not keep one in a low status job.

Figure 4: Occupation of child by father’s occupation

Figure 3: Inter-generational earnings elasticity in select OECD countries

Source: Unequal Opportunities: Life Chances for Children in the ‘Lucky Country’ (Sydney: The 
Smith Family, 2011), 18.

The movement of slightly more than a quarter of children from the lowest job  
status background to the highest status jobs admittedly reflects the economy-
wide decline in demand for unskilled labour and the growth in jobs servicing the  
information economy. Indicative of this trend, although 1.3 million new jobs were 
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created between 1990 and 2003 in Australia, 70% were for university graduates, with 
only 12% going to people with no post-school qualifications.68 The movement of so 
many children from one extreme of the job status hierarchy to the other is therefore 
another example of block social mobility: It reflects a change in the overall percentage  
of Australians in low status jobs.69

Notwithstanding the role of block social mobility, the level of overall professional 
mobility in Australia is striking. Added to the large numbers of individuals who move 
from the extremes of the job status hierarchy, the children of fathers from all job  
status categories fall into every job status category themselves.70 In fact, at most 54%  
of children end up in the same job status category as their fathers.71 This high overall 
rate of movement both up and down the job status hierarchy shows that Australia’s 
high levels of professional mobility cannot be explained simply in terms of block  
social mobility.

This widespread professional mobility is consistent with studies showing that  
coming from a high job status family only confers a small advantage. Controlling for 
education, income, ethnicity and other factors, M.D.R. Evans and Jonathan Kelly  
have shown that having a father who is a professional (the highest possible score of  
100 job status points) only provides a job status advantage of 13 points over having a 
father who is an unskilled farm labourer (the lowest possible score of zero job status 
points).72 Not only is this a modest advantage, but as Appendix C suggests, serious 
questions can be asked about whether job status is in fact a reliable indicator of the 
socioeconomic health of families.

Extensive educational mobility
A 1998 study of 11 industrialised countries found that individuals whose parents 
have post-secondary education are only twice as likely to obtain post-secondary  
qualifications in Australia as those whose parents have not completed secondary 
school.73 By contrast, they are 2.9 times more likely to do so in the United Kingdom, 
and 3.3 times more likely in the United States.74 Of the 11 countries surveyed, 
having parents with a post-secondary education confers the smallest advantage in  
Australia.75 This points to an extremely high level of relative social mobility: Parents  
with limited education are far more likely to have highly educated children in  
Australia than in many other industrialised countries.

Figure 5: Odds of obtaining post-secondary qualifications

Source: Patrice de Broucker and Kristen Underwood, ‘Intergenerational education mobility: 
An international comparison with a focus on postsecondary education,’ Education Quarterly 
Review 5:4 (Winter 1998), 38.
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Australia’s status as a world leader in educational mobility is further confirmed 
by a 2012 OECD report.76 A higher percentage of children with parents who did 
not complete high school attained tertiary education in Australia than in any other  
OECD country.77 Approximately 41% of children with parents who did not complete 
high school are tertiary-educated.78 This puts Australia almost 10 percentage points 
ahead of its closest OECD competitor and more than 20 percentage points ahead of  
the OECD average.79

The Smith Family study mentioned earlier also measured high levels of educational 
mobility. More than a fifth of the children of university-educated fathers only  
complete Year 12 or less, while almost a third of those with fathers who stayed at 
school until Year 10 or below go on to attain university qualifications.80 This represents 
approximately a third of people moving from the lowest educational category to the 
highest, and a fifth moving from the highest educational category to the lowest.

Figure 6: Son’s highest educational attainment by father’s

Source: Unequal Opportunities: Life Chances for Children in the ‘Lucky Country’ (Sydney: The 
Smith Family, 2011), 15.

Australia’s high levels of educational mobility are partly a function of the  
society-wide growth of post-secondary education. Whereas only 8% of Australians had  
a university qualification in 1991, and 17% had one in 2001, the proportion 
had grown to 25% by 2012.81 Like professional mobility, educational mobility is 
therefore an example of block social mobility that reflects a change in Australia’s  
overall social structure.

Notwithstanding the role of block social mobility, Australia’s educational mobility  
is remarkable. On top of the large numbers of individuals moving from the extremes 
of the educational attainment hierarchy, there is movement from every educational 
attainment stratum to every other.82 At least a third of children with fathers from  
every stratum end up in a higher or lower stratum themselves, while at most 66% of 
children attain the same educational outcomes as their father.83 This large-scale movement 
up and down the educational attainment hierarchy shows that Australia’s high levels of 
educational mobility cannot be explained simply in terms of block educational mobility.
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Fostering a social mobility culture
On key measures of SES such as earnings, profession and education, there is a 
great deal of movement up and down the socioeconomic hierarchy in Australia. 
Individuals from every stratum move into every other stratum in large numbers;  
no socioeconomic group is held back en masse from improving their lot in life. With 
high levels of upward and downward social mobility, Australia neither safeguards the 
privileged position of the children of high SES parents, nor holds back the ambition  
and natural ability of disadvantaged children. With some of the highest levels of  
earnings and educational mobility in the industrialised world, Australia gives  
individuals the opportunity to take advantage of their ambition and natural ability.

But is Australia socially mobile enough? Although we cannot expect Australia’s  
social escalator to lift everyone up—given positive assortative mating, for example, social 
immobility is inevitable even in the fairest societies—it is reasonable to ask whether 
Australia offers everyone a fair go. Given that social mobility is at best a proxy of a fair 
go, we cannot definitively say that Australia offers every individual a fair go because  
the level of inter-generational earnings elasticity is 0.25 or because 12% of sons born 
into the poorest earnings quintile make it to the wealthiest.

As loose a measure of a fair go as social mobility might be, the evidence suggests  
that many of us take advantage of the opportunity Australia offers to move far beyond 
our socioeconomic origins. Millions of Australians—from battlers who have come  
good to affluent first-generation migrants who arrived with little more than  
aspiration and raw talent—prove that the fair go is far from fiction.

This generally encouraging social mobility story should not, however, blind us to  
the possibility that some Australians are still denied a fair go. In segments of the 
community, the social escalator has broken down to the point that disadvantage 
is reproduced across generations.84 For example, children from families receiving  
income support are more likely to leave school early, face unemployment, have 
children early, and receive income support themselves.85 Given the prevalence of this  
‘inter-generational disadvantage,’ can we really say all Australians are given a fair go?86

Suggesting that some Australians are denied a fair go because of inter-generational 
disadvantage may lead to demands for more government spending on social security 
payments, education and health care. Although securing the Australian fair go is 
certainly a good use of taxpayers’ money, we should be wary of policy solutions to 
residual disadvantage that just amount to proposals to spend our way out of the  
problem. Material resources are crucial for giving everyone the opportunity to 
take advantage of their ambition and natural ability, and yet they are not the only  
essential ingredients.

Along with the opportunities offered by society, we need to consider the  
behavioural patterns and values of disadvantaged communities.87 As Mark Latham 
recently observed, it is dangerous to assume that ‘disadvantaged people would 
be like the rest of society if they had more choices in life.’88 Experts such as Nobel 
laureate James  J.  Heckman now argue for ‘predistribution’—targeting funding 
so that it improves the very early years of the lives of disadvantaged children in  
particular—because ‘redistribution ... does not, by itself, improve long-term social 
mobility or inclusion.’89 Instead of increasing government outlays on a multitude of 
social programs, children need to be taught patterns of behaviour and values that will 
equip them to make the most of society’s opportunities, and their own ambition and 
natural ability.
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This is not a covert attempt to indoctrinate all children with middle-class values.  
It is about giving all individuals the upbringing necessary to provide, as Heckman 
describes it:

A core set of cognitive and personality traits [that] are universally valued 
across cultures; ... traits [that] promote autonomy, dignity, and human 
flourishing … traits [that] empower people to be what they want to be 
and do not force them to make particular choices or adopt one way of  
life over another.90

Given that disadvantage is often in large part a product of the inter-generational 
transmission of dysfunctional values and patterns of behaviour, securing a fair 
go for all Australians is not just a matter of handing out dollars and cents from the  
taxpayers’ purse. We need to start thinking about the material and cultural dimensions 
of a fair go. Having offered individuals the opportunity to develop their ambition  
and natural ability, the next chapter in Australia’s social mobility success story should be 
to foster a culture of high expectations.91
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Appendix A: Is formal equality of opportunity illiberal?
Thinkers in the liberal cannon have consistently emphasised that the goal of a liberal  
society is to ensure individuals are free to live as they see fit. This view, which runs  
through the writings of liberal luminaries such Thomas Jefferson, John Stuart Mill,  
and Wilhelm von Humboldt, is perhaps most clearly expressed by Benjamin Constant: 
‘Individual liberty … is the goal of all human associations.’92

Given the liberal emphasis on individual liberty, formal equality of opportunity (FEO) 
could be illiberal. Society contains many organisations around which different ethnic, 
religious, cultural and other groups congregate. It is commonsensical to permit these 
groups to select members on the basis of ethnicity, religion, culture, etc. For example, an 
organisation representing Sikhs should be able to restrict its membership to Sikhs. However, 
if a fair go incorporates FEO, such self-selection would arguably violate this ideal because 
allowing an organisation to only recruit Sikhs into its membership abandons the principle  
of non-discrimination.

This brings us to two important limitations on FEO. First, FEO should apply  
exclusively to public life, leaving individuals to conduct themselves freely in private  
life.93 FEO would be socially disruptive and draconian if it mandated that individuals  
be prohibited from discriminating on the basis of personal preference at all times. For 
example, it would be illiberal and intrusive in the extreme to require an informal Sikh  
social club to admit non-Sikhs if its members preferred the company of Sikhs.

Second, the demand for FEO should not be stretched to cases in which ethnicity,  
religion, culture, etc. are relevant to determining an individual’s suitability for a particular  
role. In some cases, FEO would thereby not be violated even if individuals were at a 
disadvantage because of their ethnicity, religion, culture, etc.94 For example, an organisation 
that represents the interests of the Sikh community would be justified in discriminating 
against non-Sikhs when hiring employees because non-Sikhs would probably be far less 
qualified to represent Sikhs.

These apparently obvious and reasonable limitations raise two difficulties with  
determining the appropriate scope of FEO. First, where is the demarcation line between 
the public and private realms? Although this distinction has a long and illustrious life 
in the history of liberal thought, deciding where the public realm in which FEO applies  
starts will often be extremely difficult and require controversial judgments.†† Is a Sikh  
social club that also at times represents the Sikh community in the public or private realm?

Second, the idea that FEO should be suspended when an individual’s ethnicity,  
religion, culture, etc. are relevant to determining their suitability for a particular role  
hardly provides a straightforward means of adjudicating difficult cases. Indeed, there 
are many real-world situations in which deciding the relevance of these characteristics 
will require making a host of complex and controversial judgments. Does being Sikh 
make one better suited to performing administrative duties for an organisation that  
represents Sikhs?

The debate about Australia’s proposed Human Rights and Anti-Discrimination Bill 
highlights the complexities associated with limitations on FEO. Powerful arguments for  
and against enforcing FEO in the hiring practices of religious organisations were made 
on the basis of the public/private distinction and the relevance/irrelevance of personal  
attributes.95 There were demands for the suspension of FEO on the grounds that the 
hiring practices of Christian organisations are a matter for those organisations alone, while  
others argued that the hiring practices of these organisations are a public matter because of  
their prominent social role and the benefits they receive from the government.96 At the 
same time, just as it was claimed that many of the roles within Christian organisations 

††  John Stuart Mill’s canonical exposition of liberal principles, On Liberty, rests in part on the distinction 
between the private realm—in which individuals should be left to their own devices—and the public 
realm—in which limitations can be justifiably placed on individual liberty if its exercise harms others.  
See, in particular, Chapter IV of On Liberty.
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are service delivery functions unrelated to matters theological, others argued that hiring 
employees with lifestyles at odds with church doctrine would compromise the values of  
these organisations.97

Such examples show that using the criteria of the public/private distinction and 
the relevance/irrelevance of personal attributes to determine whether FEO should be  
suspended does not always provide easy answers. Although these criteria for suspending 
FEO seem reasonable, determining precisely what they entail in specific cases will involve 
making contentious judgments. The difficultly of these judgments is a function of the 
attendant cost of suspending or enforcing FEO. If FEO is suspended, then homosexuals  
may be at a disadvantage vis-à-vis heterosexuals when seeking employment in certain  
religious organisations. However, enforcing SEO would undermine the freedom of  
certain religious organisations to hire whoever they see fit.

Notwithstanding the above complexities, to provide a general account of the Australian 
ideal of a fair go, it is moot when limitations on FEO should be applied. The key point  
is simply that FEO in general is an ideal that a society that claims to give individuals a fair  
go should aspire towards.
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Appendix B: Is a pure meritocracy realisable or desirable?
A pure meritocracy is a society in which position is commensurate with merit and 
not the product of any other factor. To the extent that one has natural ability and the  
ambition to employ it, one will be higher on the socioeconomic hierarchy. Equally,  
if one lacks ambition and natural ability, one will be lower. This is Young’s classic rendering 
of the idea of ‘a true meritocracy of talent’ in which ‘intelligence and effort together make  
up merit (I+E=M).’98

Notwithstanding similarities, meritocracy is far more exacting than the  
non-discrimination entailed by ormal equality of opportunity (FEO). Meritocracy might 
mean non-discrimination insofar as it is impossible to hire based purely on merit if one 
discriminates on the grounds of irrelevant factors such as ethnicity, religion, culture, etc. 
However, as Matt Cavanagh observes, ‘non-discrimination does not entail meritocracy.’99 
Meritocracy is actually the radical idea of a ‘fully worked-out picture of society in which  
every position or reward is decided on the basis of merit.’100

Ensuring that society is not entirely non-meritocratic should be a goal for any liberal 
democracy: Individuals with the requisite talents should not be excluded from positions 
simply because of irrelevant personal attributes. However, achieving a pure meritocracy is  
a costly and invasive Sisyphean project.

The meritocratic principle requires that one’s position in society be a function of  
ambition and natural ability alone. This in effect means that inherited advantage, luck  
and unforeseen circumstances must not have any influence. Not only is it impossible to 
entirely counteract the influence of these factors, but minimising their influence to the 
greatest extent possible would require a vast government apparatus to guard against an  
almost endless array of extraneous forces that would otherwise contribute to an individual’s 
place in society. It would depend on massively more intrusive taxation and redistribution 
than we currently have to ensure that, for example, an individual’s socioeconomic  
position was not improved by a financial lucky break.
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Appendix C: Is a low status profession actually a 
disadvantage?
According to the classic Goldthorpe class scheme, low status professions, such as  
technicians and skilled manual workers, are associated with low income, relative economic 
insecurity, and little control over the processes of production.101 Although these low  
status professions may still lack control over the processes of production and traditional  
forms of cultural capital, their growing economic success means their position near the 
bottom of the socioeconomic hierarchy is arguably inaccurate.

Skilled manual workers, including machinists and foremen, are given a job status  
score of 37 by Evans and Kelley and are in the sixth (third lowest) Goldthorpe class  
category, while higher professionals, including secondary school teachers and dentists, are 
given a job status score of 100 and are in the first and second Goldthorpe class categories.102 
However, recent wage data indicates that some skilled manual workers fare considerably 
better than some higher professionals.103

Workers in the construction and manufacturing industries have significantly higher 
average weekly earnings ($1,307.20 and $1,144.50, respectively) than workers in 
the education and training ($985.40), and health care and social services ($898.90)  
industries.104 The new category of mining industry workers—dubbed fluoro-collar  
workers—makes the comparative decline of the white-collar professions even more  
striking.105 Fluoro-collar workers have higher wages than those in any other industry and  
now form the earnings elite of Australia’s workforce.106 

Taking a broader view of earnings trends in Australia shows blue-collar workers  
have average weekly wages of $1,229 compared to $1,085 for white-collar workers.107 Wealth 
and the valuable opportunities it provides (e.g. costly private education for offspring and 
the opportunity to acquire social and cultural capital) are no longer beyond the grasp of 
individuals from lower status professions.
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EXECUTIVE SUMMARY: Australia sits just 
above the OECD average in enjoying a 
society that enables people to earn more 
than their parents did through opportunity 
and education. 

In a groundbreaking global comparative 
report into social mobility, the Organisation for 
Economic Cooperation and Development found 
Australians are largely avoiding the downside 
of what they have dubbed the "Great Gatsby 
curve" – or the fact that income prospects for 
young people are hampered.. 

However, it warns that while Australia is one 
of the world's best performers in enabling 
educational mobility, it performs less well on 
occupational mobility, below many European 
countries and the US. 

Australians are largely avoiding the downside 
of what they have dubbed the "Great Gatsby 
curve".  

Analysts at the Paris-based group found that 
while young people in Australia tend to mirror 
their parents' choice of employment, limiting 
mobility, their ability to transcend the previous 
generation's education levels has helped ensure 
talented, hardworking people can rise above 
their origins. 

The report gives a shout-out to the Gonski 
model of education funding, which provides 
additional resources to schools based on need 
and social status. 

It finds that along with other nations, Australians 
have a growing view that social mobility across 
generations has deteriorated. 

"In Australia, there is a widespread perception 
that parents' fortunes and advantages play a 
major factor in people's lives," they said. 

Similar to the rest of the OECD average, it can 
take around four generations for Australian 
children born in a family at the bottom of the 
income distribution to reach the mean income 
level. 

In one of the most comprehensive studies of 

its kind, the OECD has addressed the fact that 
poor mobility is in many ways a more important 
gauge of a nation's "fairness" than income or 
wealth measures. 

More dynamic 

Furthermore, societies with good mobility – or 
the ability to rise up the "social elevator" – tend 
to be more dynamic. 

"Lack of upward mobility at the bottom of the 
income distribution means that many potential 
talents are missed out or remain under-
developed," they say. "It also means that many 
investment opportunities go unexploited and 
potential businesses never see the light. 

"At the opposite end, a lack of mobility at the 
top may translate into persistent rents for a few 
at the expense of the many, due to unequal 
access to educational, economic or financial 
opportunities. 

"Success for those at the top and for their 
children should not be achieved at the expense 
of others: opportunity hoarding is bad for 
society and incurs high efficiency costs." 

The OECD warns that while Australia is one 
of the world's best performers in enabling 
educational mobility, it performs less well on 
occupational mobility, below many European 
countries and the US.  

The findings challenge some of the more 
pessimistic analysis of inequality in Australia, 
which has been relatively stable over time, 
particularly when measured by income. 

Even the resources boom-and-bust cycle has 
not made the situation worse, with the OECD 
lumping Australia alongside Austria, Japan, 
Norway and the UK as sharing a "large amount 
of unpredictable income shocks, but a lower 
degree of social stratification". 

In many nations, by contrast, the report warns 
the situation appears to be deteriorating, with 
lower levels of mobility than in the 1990s. 

"There are lower chances to move upward for 

Australia just above OECD 'Great Gatsby curve' of 
social mobility  

Jacob Greber, Senior correspondent, June 15, 2018
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those at the bottom, and lower risks to move 
downward for those at the top," they write. 

The report gives a shout-out to the Gonski 
model of education funding, which provides 
additional resources to schools based on need 
and social status.  

More mixed 

Someone in the lowest income quintile (or 
the bottom 20 per cent of incomes), had on 
average a 60 per cent chance of moving to a 
higher quintile within the coming years in the 
1990s. Today, that chance has fallen to 40 per 
cent. Chances of remaining in the top 20 per 
cent has risen to 57 per cent from 44 per cent, 
according to the OECD average. 

"Among countries for which longer run data 
are available, France, Germany and the United 
States have lower levels of changes in income 
position, while Korea and Australia have higher 
ones," they said. 

In terms of class mobility, Australia's 
performance is more mixed, according to the 
report. 

"With the exception of Australia, upward class 
mobility is more common than downward class 
mobility, in particular in the United States and 

Korea where almost 50 per cent and 60 per cent 
of children are in a higher occupational class 
than their parents, respectively." 

The OECD lumped Australia alongside Austria, 
Japan, Norway and the UK as sharing a "large 
amount of unpredictable income shocks, but a 
lower degree of social stratification".  

However, the report suggests that Australia's 
middle class has not experienced the kind of 
hollowing out that countries like the US have 
seen. 

"In Australia and, to a lesser extent, Canada, 
the upper classes have declined while the 
lower classes have expanded between the two 
generations." 

Recommendations for Australia include boosting 
VET education, and removing differences in 
vocational qualifications between states. 

CORRECTION: The original OECD report published 
on June 15 contained an error in a key graph (Figure 
1.13 on page 36) in which the country labels for 
Australia and New Zealand were inversed. The OECD 
has amended its online versions of the report. This 
story now includes an image of the amended graph 
above. 
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EXECUTIVE SUMMARY: Katharine 
Birbalsingh, the new social mobility tsar, 
says adults who fail to play an active role 
in education are holding children back 

Katharine Birbalsingh: 'If children can be taught 
good habits - such as turning up on time and 
dressing smartly - they will grow into successful 
adults' 

Her belief that “tough love” brings out the 
best in children has earned her a reputation as 
“Britain’s strictest headteacher”. 

The outspoken head of Michaela Community 
School in north London is notorious for her “no 
excuses” policy that means pupils can earn a 
detention for offences ranging from turning up 
to class without a ruler to breaching the silence 
policy by speaking in corridors. 

Now Katharine Birbalsingh has vowed to bring 
the same principles to social mobility after being 
appointed as the Government’s new tsar. 

In her first interview since being named as the 
new chairman of the Social Mobility Commission, 
she explained that one of her main priorities will 
be tackling bad parenting. “This idea that the 
state should look after your child’s schooling 
is ridiculous,” she told The Sunday Telegraph. 
“Honestly, I think it’s ridiculous.” 

Ms Birbalsingh, 48, said she believed that 
parents failing to play an active role in their 
children’s education was one of the biggest 
obstacles to social mobility. 

'Role of parents is to teach their 
child’ 

“I have spent my life trying to improve schooling 
for children,” she said. “But all parents should 
be teaching their children all the time, from the 
moment when they are born to at least 16. 

“You know that your role as a parent is to feed 
them. You know that your role is to make sure 
they get bathed. You know that you need to 
hold their hand when they cross the street. You 
understand that instinctively. We need families 

to understand that part of their role as parents 
is to teach their child.” 

Ms Birbalsingh, who was made a CBE last year, 
rose to prominence at the Tory party conference 
in 2010 where she delivered an impassioned 
speech about how schools have been “blinded 
by Leftist ideology”, leading to a lack of discipline 
and bad behaviour. 

She earned a standing ovation for her scathing 
attack on a “culture of excuses” and the 
dumbing down of standards in schools, which 
she said had driven her from being a Marxist to 
voting Tory for the first time that year. 

But such was the furore sparked by her speech 
that shortly afterwards she parted ways with the 
south London academy where she was deputy 
head. With the backing of the then education 
secretary Michael Gove, she got to work setting 
up her own free school, which opened in 2014. 

Founded on strict disciplinary principles and 
a traditional teaching ethos, Ms Birbalsingh’s 
approach appeared to be vindicated when the 
first cohort of pupils’ GCSE results were four 
times the national average. 

GCSE results at Michaela Community School 
were four times higher than the national average 

Speaking to The Sunday Telegraph at her school 
in Brent, Ms Birbalsingh said everyone was so 
preoccupied with what was happening in the 
education system that the role of the family in 
education had been overlooked. 

“I think too often we concentrate too much on 
what the state is doing,” she said. “I think that 
focus on families is rarely made by the media, 
by anyone really. I think it’s because parenting 
is hard and everyone knows it and no one dares 
say that we all need to get better at parenting. 
But I think we do.” 

Dangers of smartphones and the 
internet 

Not only were many parents unaware of the 
importance of reading to their children when 

Want your child to get ahead? Britain’s strictest 
headteacher has a harsh lesson for parents first 

Camilla Turner, Education Editor, 17 October 2021 
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they were toddlers, she explained, they were 
also in the dark about the detrimental effects of 
early exposure to technology. 

“These days, tech is seen as a bit of a babysitter 
and parents don’t realise the damage they are 
doing to their children,” Ms Birbalsingh said. 
“It is very hard for a child to like reading if 
the alternative is a phone. A phone has lots of 
colours, flashes, things jumping out at you - 
a book is flat and black and white, it cannot 
compete. By the time they’re older the child 
then doesn’t read.” 

Parents needed to be taught about the danger 
of allowing their children unsupervised access 
to the internet, she explained, adding that 
youngsters can easily be led astray by gang 
members or targeted by pedophiles. 

Unsurprisingly, she believes parents - like 
teachers - should be in a position of authority 
over their children, rather than trying to be their 
friends. “That doesn’t mean you don’t have a 
loving relationship, of course you do. But your 
child should admire and respect you, they 
shouldn’t think of you as their mate,” she said. 

“You need to be in charge. Sometimes parents 
end up going down the route of trying to be 
too friendly with their child. People think that in 
order to be a good parent you need to be really 
friendly, in order to be a good teacher you need 
to be super soft. In fact being a good teacher 
and a good parent means holding the line.” 

Being strict is about setting high 
standards 

Ms Birbalsingh grew up in Canada before 
moving the UK with her family when she was 
15. Her mother is Jamaican and father is Indo-
Guyanese. She read French and Philosophy at 
Oxford and went on to teach French at a series 
of inner city London schools, writing about her 
experiences in an anonymous blog which was 

later turned into a book titled To Miss with Love. 

Another frustration for Ms Birbalsingh is the 
lack of options for children after they leave 
school other than university. She said some 
youngsters end up “wasting time” on useless 
degrees simply because “there is nowhere else 
to go”. 

“People tend to think there are lots of 
apprenticeships out there. Well, there just 
aren’t,” she said. “There is very little for children 
who wouldn’t go on to university. Not everyone 
needs to be able to go to university to be hugely 
successful. There are all kinds of jobs out there 
that you can do without going to university - 
there aren’t many routes for that and there 
ought to be.” 

Ms Birbalsingh intends to use her new role as 
social mobility tsar to encourage more schools 
to return to the traditional approach to teaching 
that she has pioneered. Pointing to a folder 
of laminated letters of gratitude from fellow 
headteachers, she said she already had around 
600 visitors each year who come to Michaela 
Community School and see first hand how their 
approach works in practice. 

“Being strict just means keeping your standards 
high,” she explained, adding that handing out 
detentions for seemingly small transgressions 
- such as turning up to class without a pen 
- would benefit children in the long run. If 
teachers let these things slide, disadvantaged 
children would fall further and further behind. 
But if children can be taught good habits - such 
as turning up on time, dressing smartly and 
remembering the right equipment - they will 
grow into successful adults. 

“So our role as teachers is to support children 
in developing the kinds of habits that will make 
them into successful adults,” she said. “All these 
ideas, when it comes to schools, I would want 
to try and get happening across the country.”
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From Fake News to Slow News? The Crisis of Mainstream Media 

The mainstream media is said to be in crisis. Television show ratings, 
with rare exceptions, are in free fall. Newspapers have suffered 
declining circulation and advertising revenue. Meanwhile, the web 
and social media have provided us with an enormous range of free 

sources of news. Journalistic reporting is increasingly being replaced by 
opinion or comment. Is objective reporting a thing of the past?  

Meanwhile, podcasts reflect the decline of traditional media as gatekeepers, 
replicating in audio the rise of the blog. Should we celebrate the rise of the 
podcast? Or is something lost when we are all plugged into our listening 
of choice rather than a shared public conversation?

From Fake News to Slow News?  
The Crisis of Mainstream Media  

PLENARY SESSION 1 
OVERVIEW

FRIDAY OCTOBER 28 
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Here's how media outlets are failing on 
disinformation  

Megan McArdle, The Washington Post, 28 March 2022.   

EXECUTIVE SUMMARY: When it comes 
to information, we are no longer one 
nation, undivided. The problem has been 
developing at least since 2010, when my 
friend Julian Sanchez noted the growing 
"epistemic closure" on the right.  

"Reality is defined by a multimedia array 
of interconnected and cross promoting 
conservative blogs, radio programs, magazines, 
and of course, Fox News," he wrote. "Whatever 
conflicts with that reality can be dismissed 
out of hand because it comes from the liberal 
media, and is therefore ipso facto not to be 
trusted."  

But those were days of comparative innocence, 
when it at least seemed as though Americans 
all wanted one set of common facts. Now when 
you peer rightward, you discover one of those 
bizarro-world alternate universes of comic 
book fame, where Ukraine is faking devastating 
civilian casualties and Joe Biden isn't 
necessarily the duly elected president of the 
United States.  

This frets the mainstream media. It is our job 
to provide information, so naturally we worry 
when so many customers aren't buying. Over 
the past 10 years, many column inches have 
been devoted to the problems of epistemic 
closure, and Fox News, and disinformation: 
How do people trust those charlatans over us?  

In fact, we in the mainstream have been so 
busy denouncing “fake news” that we failed to 
notice we're developing a wee disinformation 
problem of our own - much of which has 
stemmed, ironically, from our efforts to fight 
disinformation on the right.  

Case in point is a story that ran in the New York 
Post in October 2020. The newspaper claimed 
to have been given access to a trove of Hunter 
Biden's emails, from a laptop somewhat 
mysteriously abandoned at a Delaware 
repair shop. Among other things, those 
emails suggested Hunter Biden had possibly 
been trying to peddle his father's influence 
during Joe Biden's vice presidency.  

An election was looming, and of course 
conservative media leaped on the 
"incriminating" trove. Here on Earth Prime, the 
information gatekeepers scrambled to keep 
this story from polluting the mainstream's 
pristine infoscape, condemning the story as 
Russian disinformation, pure distraction, so 
dubious that even the New York Post's own 
reporters were skeptical.  

Twitter blocked the story, citing its policy 
barring "hacked materials," then suspended 
the New York Post's account for sharing 
it. Facebook allowed sharing but downranked 
the story in the news feed algorithms.  

That's a whole lot of effort to suppress a story 
that seems to be . . . true? The New York 
Times reported March 16 that the emails are 
part of the evidence in a federal investigation 
now before a grand jury.  

One week into the "Oops, it was real" news 
cycle, I have now heard all the excuses as to 
why this actually is an instance of journalism 
and tech moderation working like they should. 
It was unverified, I've heard. Too close to an 
election. And even if the emails were real, they 
may have been obtained illegally - can't have 
that!  

All of which might sound very reasonable if only 
my profession had displayed the same caution 
with stories that made conservatives look bad.  

In September 2020 the New York Times revealed 
all sorts of details from two decades of Donald 
Trump's personal and business tax returns. 
It seems possible, even likely, that whoever 
leaked the information had a legal or fiduciary 
duty to keep it confidential. Yet the story ran, 
and as far as I know, Twitter didn't block it 
from being shared.  

The fact that the now-discredited Steele dossier 
was unverified did not stop BuzzFeed from 
publishing it, or the rest of the mainstream 
media from engaging in an orgy of speculation 
about Trump's connections to Russia. When 
unverifiable accusations of sexual assault 
against Brett M. Kavanaugh surfaced, 
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mainstream outlets relaxed their journalistic 
standards - but were considerably more 
skeptical when the accused was Joe Biden. 
Many easily believed misleading videos about 
Catholic kids at the March for Life, but when 
Project Veritas releases a new sting video, the 
instinct is to point out how deceptive edited 
video can be.  

As social psychologist Jonathan Haidt puts 
it, the difference in mainstream reporting is 
the difference between can and must. When 
it comes to stories that flatter Democrats, we 
often ask "Can I believe it?" If it's not obviously 
false, we do. But if the story flatters the right, 
we are more likely to ask "Must I believe it?" If 
we can find any reason to disbelieve, we take 
it - and keep the story off our pages.  

The obvious retort is that the same thing is 
happening on the right, only more so. And 
indeed, some right-wing media have gone 
much further with crazy election conspiracies 
than any mainstream outlet ever did with 
Russophobia. But pointing that out doesn't do 
a thing to solve the problem.  

An actual solution will require the recognition 
that we in the mainstream media are part of 
the problem: We are not trusted because we 
are not entirely trustworthy. That is not the 
only thing that will have to be fixed to heal 
our epistemic divide. But it would make a very 
good start.  
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Digital madness of the crowd  

Editor, The Australian, 10 September 2022.   

EXECUTIVE SUMMARY: Politicians have 
become addicted to the real-time feedback 
of social media  

Most of the country understands the need to 
separate students from their mobile phones 
during the school day. The reasons are 
obvious; the harm of distraction, time-wasting 
on pointless platforms, the toxic impact of 
mindless memes, Fake news, body-shaming, 
violence, pornography, hatred and bullying.  

The world would be a better place if we could 
curate and filter this content in real time, but 
that horse has bolted. And when the bell rings, 
students collect their mobiles and step back 
into a world where smartphones and social 
media run rampant. God help them.  

Still, it occurs to me that our politicians might 
benefit from some of the discipline we impose 
on the kids. Keep them away from their devices.  

When journalists, analysts and lobby groups 
are ushered into budget lockup they surrender 
their smartphones at the door, like gunslingers 
at a wild west tavern. We ought to get security 
to do the same at the Parliament House 
entrances every day, to turn our centres of 
government into phone-free zones.  

Instead, we have a TikTok post from Victorian 
Opposition Leader Matthew Guy this week 
showing him walking out of the chamber after 
“holding Daniel Andrews to account” while a 
French house song, Lady, blares away: “Lady, 
hear me tonight, cos my feeling is just so 
right.” Where do you begin with this stuff? Will 
this win a vote for Guy, boost his follower tally 
or merely undermine the intellectual integrity 
of liberal democracy?  

It seems our politicians want attention, 
any attention – hits and follows are all that 
matter. On this criteria Malcolm Fraser losing 
his trousers in Memphis would have been a 
publicity coup, a social media hit.  

The Prime Minister posts dog pictures and 
youthful snaps of himself. Anthony Albanese 
also posted a list of six achievements after 
his first 100 days in office and one of them 

was: “Started building a better future.” Give 
it another 100 days and I guess he will 
tell Twitter that Labor has built a better future. 
I am a little more sceptical.  

The point about the world of social media is that 
it is dominated by the people who have least 
impact in the real world. We are talking about 
the most ill-informed, radical and insubstantial 
among us, with a heavy weighting towards 
youth and away from the productive elements 
of society.  

Twitter is journalists, political staffers, 
university activists, embittered former 
journalists, Crikey correspondents and weirdos 
in their underwear sitting in the basements of 
their parents’ homes, all seeking to impress 
each other with their wokeness. Twitter is the 
daily newspaper for the climate freaks gluing 
themselves to the road.  

But political operatives, journalists and activists 
often see this digital debate as a virtuous 
circle, a place to have their progressive views 
affirmed. It bears a greater resemblance to 
Dante’s nine circles of hell.  

Yet politicians pander to this crowd, mainly 
because they crave instant approval and 
become addicted to the real-time feedback. 
Mainstream media too, especially the public 
broadcasters, allow their editorial and political 
judgments to be shaped by the cyberspace 
vibe.  

Politicians have always chased media approval 
and tried to balance the demands of policy 
against the necessity of popularity – it is 
the nature of the beast. Digital media has 
turbocharged the process and narrowed the 
sampling.  

At a time of irrational mass behaviour, it is 
worth considering the role of digital media. 
We have seen unprecedented lockdowns 
willingly accepted by compliant populations; 
citizens of Western liberal democracies have 
been phlegmatic about pressing security and 
economic threats while climate catastrophism 
has triggered irrational urgency.  
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This propensity for “Extraordinary popular 
delusions and the madness of crowds” is nothing 
new; it was detailed in the book of that name 
by Scottish journalist Charles Mackay in 1841. 
“Men, it has been well said, think in herds,” 
wrote Mackay. “It will be seen that they go mad 
in herds, while they only recover their senses 
slowly, and one by one.” Mackay’s seminal 
work in group psychology looked at financial 
bubbles, alchemy and witch trials as examples 
of the “madness of crowds”. We need only to 
think of The Crucible and its contemporary 
inspiration of 1950s McCarthyism to see a 
modern case study.  

“During seasons of great pestilence men 
have often believed the prophecies of crazed 
fanatics, that the end of the world has come,” 
observed Mackay. “Credulity is always greatest 
in times of calamity.” This rings true when it 
comes to the pandemic. And it speaks also to 
the hysterical reactions from climate alarmists 
to all natural disasters; as if they are new and 
as if we can ever be immune from them.  

Into this heady and depressingly repetitive 
cycle of human behaviour we have added social 
media. Pictures, memes, facts and fallacies 
can now be communicated to millions in a few 
seconds.  

How much more quickly can we spread fear, 
greed, misinformation or paranoia? All without 
human interaction, no chance to judge the 
cocked eyebrow or the flushed cheeks – just 
news and views in digital disassociation.  

Children are confronted with the floods, fires 
and droughts that have always bedevilled us, 
beamed in from parts of the world we previously 
would not hear from, handheld, close-ups and 
terrifyingly personal perspectives dressed up 
as a looming climate cataclysm, apparently 
visited upon us by our own actions. It puts the 
fire and brimstone of the old-school preachers 
or the Cold War doom of my generation into 
the shade.  

No wonder Greta Thunberg looks and sounds 
maniacal. And instead of soothing her with 
facts, we get social media amplification and 
endorsement so that her frenzy strengthens 
her reach.  

And she is echoed by gormless politicians, 
royals, celebrities and other virtue-signallers 
craving virtual popularity.  

What hope a sober and rational debate?  

To illustrate the point, think about how 
the Intergovernmental Panel on Climate 
Change has 384,000 followers on 
its Twitter account, the NASA climate centre 
has 350,000 and Thunberg has five million 
followers. What hope the facts?  

Numbers tell only part of the story. Social 
media thrives on virtue signalling, with 
ribbons and hashtags associating users with 
fashionable causes, pressuring others to join 
in and shaming those who do not.  

It is peer-group pressure on steroids. 
Cyberspace conformity. Then there is the 
vigilantism, where the phone camera pinpoints 
those who dare to leave their homes, test the 
limits of lockdown rules or, perish the thought, 
go for a walk without a mask. Sure, this stems 
from the perpetual fallibility of the human 
condition, but digital media weaponises it.  

At the height of the pandemic NSW police 
minister David Elliott recognised that 
dobbing was essentially “un-Australian” while 
simultaneously boasting about thousands of 
citizens turning in their neighbours. What would 
the Stasi have done to place a smartphone in 
the palm of every East German?  

All this plays acutely into identity politics, by 
whipping people into a digital lather. Proclaim 
your moral superiority on Instagram or be 
denounced.  

Major organisations fall victim to this 
sanctimony. This week we learned that an 
understaffed and underperforming Victorian 
Ambulance Service managed to spend more 
than $750,000 employing six diversity 
managers. Never mind people to answer the 
emergency calls, do we have enough people 
transitioning their genders?  

In Ireland a teacher was imprisoned after 
refusing to address a boy student by the girl’s 
name to which he was transitioning.  

Much is wrong with our politics and our society, 
and in my view the pernicious impact of social 
media and digital devices is central. This 
technology is exaggerating, amplifying and 
accelerating age-old human failings.  

The pace of this digital world reduces the 
opportunity for correctives to emerge. One 
of my earliest and most enduring lessons 
from working at senior levels in the Howard 
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government was the simple proposition of 
sleeping on decisions. I went into politics with 
the journalist’s deadline-driven propensity for 
urgency. Up close and personal I saw John 
Howard, senior ministers and advisers take the 
appropriate time, even in a media maelstrom, 
to try to ensure they chose the appropriate 
path or response.  

In politics perfection is impossible, but time 
and pertinent consultation will get you as close 
as possible, most of the time. The digital age 
has intensified the pressure on politicians, it 
has both hurried them and enticed them into a 
more superficial disposition.  

It is a significant problem. As Lionel Shriver 
described it in The Spectator this week, the 

waves keep coming, whole populations have 
been manic about Covid and lockdowns, 
and #MeTooism and #BlackLivesMatter, and 
climate, and all the rest of it.  

“If we step back to gain a modicum of 
perspective,” she wrote, “what’s most 
disturbing about the past ten years is a 
different kind of climate change: a sequence 
of social manias that have swept the world like 
back-to-back sandstorms.” Shriver is right, 
and people are to blame, but social media is 
their accomplice, and their new enabler. The 
psychology of crowds has always been a worry 
and has always pushed politicians around. 
But digital media is crack for crowds.  
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Labor's Challenge - Managing China or Walking on Eggshells? 

The Albanese era was supposed to offer a fresh start for Australia’s 
China ties. But the task of normalising relations with our largest 
trade partner remains exceedingly difficult.  

At the heart of the matter lie questions about the nature of the 
new China threat. To what extent is Xi Jinping, just appointed to a third 
five-year term, bent on overturning the regional status quo. Will China 
replace the US as the leading economic and strategic power? Has China’s 
geopolitical position been harmed by its close affiliation with Russia’s 
invasion of Ukraine?  

How does Australia rebuild relations with China without acquiescing to 
the Chinese Communist Party’s demands? Is there any solution beyond 
reducing our exposure to China? Or does the fear of a declining America 
mean Australia should adopt a more nuanced position that takes into 
account the security interests of a rising great power?

Labor's Challenge—Managing China 
or Walking on Eggshells? 

PLENARY SESSION 2 
OVERVIEW

FRIDAY OCTOBER 28 
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Fault lines that threaten the rise of Chinese 
president Xi Jinping 

Rowan Callick, August 6, 2022

EXECUTIVE SUMMARY:  China is now 
struggling on many fronts, let alone rising. 
But it has magic on its side. At the core 
of its discourse – whose control it seeks 
under Xi Jinping to extend globally – lies 
what magicians call misdirection. 

Misdirection guides an audience to look over 
there, distracting them, while conducting the 
real business of trickery covertly, here. 

The Chinese Communist Party has conjured 
many great survival skills in its century of 
existence, and among them it has become 
especially adept at misdirecting, including about 
the inevitability – based on Marxist determinism 
– of its rise. 

Continued success with such wizardry is crucial 
during the coming months as plans are finalised 
covertly for the watershed five-yearly party 
congress, probably in November. 

This event – whose dates are held secret – is 
intended to cement Xi in his core position as 
general secretary until at least 2027, to appoint 
new Xi loyalist leaders across the board in key 
jobs, and to reinforce the present abrasive 
policy paths at home and internationally. 

But the party will seek to divert attention and 
interest away from these plans – as ever, away 
from itself and its vulnerabilities. 

The oath that members take on joining the CCP 
includes a vow to “guard party secrets”. Xi’s 
hero Mao Zedong listed China’s three “magic 
weapons” as comprising the armed struggle, 
party building, and the united front – a secretive 
political strategy to neutralise or co-opt sources 
of potential opposition, at home and abroad. 

The party’s cadres are rarely if ever prepared 
even to discuss the CCP’s pervasive role – or 
to acknowledge its unaccountable power – to 
people outside China. Just as magicians never 
divulge the secrets of their acts. 

Misdirection is especially important right now 
since Beijing needs to conceal that it is struggling 
on many fronts, pushing on pieces of string in 

the hope they will move under the sheer force 
of its determination. Yet the vital pull factor – 
the desire to help the CCP achieve its ambitions 
– is widely missing, not only abroad but also to 
a degree at home. 

Despite this, the dominant “fact” assumed in 
much Australian discussion about China remains 
that it is rising inexorably and, as a result, we 
must adapt to this supposedly unstoppable 
economic, military and thus also strategic rise, 
constantly trumpeted by Xi: “The East is rising, 
the West declining”. 

China clearly has risen rapidly in material 
prosperity in recent decades. Taking its 
continuation as a given, together with the 
welcome restoration of civility in diplomatic 
relations, prompts some Australian opinion 
leaders to argue that Canberra should now 
take the lead in a “reset” with China, rather 
than Beijing needing to roll back its coercive 
measures. 

The genuinely charming new Chinese 
ambassador to Australia, Xiao Qian, used 
misdirection brilliantly to tell a public University 
of Technology Sydney event that the restrictions 
on Australian exports were driven not by his 
government but by upset Chinese firms and 
consumers whose righteous indignation China’s 
party-state is apparently unable to defy. 

We should seize our opportunities to intensify 
relationships with fellow Australians who come 
from China, as well as – Covid permitting – 
with friends and contacts in China itself. But we 
also should be wary of being misdirected from 
discovering the ways in which China is faltering 
as it enters the business end of an excruciatingly 
challenging 2022. 

Xi needed stability to ensure success for his 
ambitious hopes as the year began, but the 
settings soon turned sour. Now those troubles 
have deepened, but Xi characteristically has 
ploughed on, determined to vindicate himself 
and his party. 

Here are five fault lines that are opening ever 
wider in Xi’s New Era: 
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No. 1 First, while China’s power certainly has 
risen in many areas this century, its economy 
has pretty much peaked already. 

This raises new challenges. Presumptions, 
including those based on straight-line graph 
projections from its old high-growth era, 
should be cast aside by economic planners, 
diplomats and military strategists. Beijing will 
need to review spending programs – including 
its overseas loans or grants largesse. It will 
prioritise new military hardware as long as it 
can, but even the CCP cannot shield the People’s 
Liberation Army from economic constraints 
forever. 

Partly this is due to the inevitable slowing as a 
large economy matures, but is also exacerbated 
by the CCP’s back-to-the-future push, 
centralising policies under Xi’s redistributive 
“common prosperity” priority. 

Xi seems to have been convinced by China’s 
economic resilience through the global financial 
crisis that it can keep growing comparatively 
rapidly even as he rewires it on socialist lines. 
However, a groundbreaking 60-page report 
by Roland Rajah, lead economist at the Lowy 
Institute, and Alyssa Leng, researcher at the 
Australian National University’s Development 
Policy Centre – widely commended, including 
by American Nobel laureate Paul Krugman – 
concludes that China’s economy will “likely 
experience a substantial long-term growth 
slowdown owing to demographic decline, the 
limits of capital-intensive growth, and a gradual 
deceleration in productivity growth”. 

They say that “even assuming continued 
broad policy success” – a heroic presumption 
given recent policy-driven dilemmas – their 
projections suggest growth will slow sharply to 
about 2 per cent to 3 per cent a year on average 
across the three decades to 2050. They say this 
is a “somewhat optimistic assessment”. 

This is a Japan-style scenario, but Japan got rich 
before getting old. China will remain a massive, 
unavoidable economy important for Australian 
business, but many Chinese people who had 
hoped their families would leap into prosperity 
now seem fated to remain disappointed. 

Singapore-based business analyst IMA Asia 
– which forecasts that Australia’s economy 
will grow faster than China’s this year – is 
concerned that “local demand from households 
and businesses has collapsed”, while the banks 
are awash with money that no one wants to 

borrow. 

While supply is slowly picking up under 
government pressure and incentives, underlying 
demand in key sectors such as retail continues 
to contract and exports are slowing. 

Gavekal Dragonomics says “the biggest 
question mark hangs over the property sector”, 
where Chinese households have parked 80 per 
cent of their savings. 

The research company’s Ernan Cui also says 
“there is no indication officials will reverse the 
generally more burdensome regime that has 
been put in place over the past 18 months” for 
China’s most globally successful sector, its tech 
giants, which have made significant lay-offs. 
She says they are becoming more policy-driven 
and less entrepreneurial, their “golden age of 
growth firmly in the past”. 

Thus many talented graduates who formerly 
flocked to private, especially tech, firms are 
turning instead towards party and public sector 
careers, which offer more security under 
Xi’s socialist priorities. Job search website 
Yingjiesheng reports a 20 per cent rise in 
positions advertised that require a Marxism 
degree. 

The government is cranking up yet again its 
stimulatory mechanisms, but today each new 
project funded by local government bonds – 
many bought by government banks – appears 
to provide an ever-shrinking productivity gain 
while blowing public debt higher. 

Nevertheless, Xi pushes on, determined to drive 
China towards economic self-reliance, especially 
in the tech sector – adopting the new phrase 
“development independence”. 

Daniel Rosen, founding partner of the Rhodium 
research group, wrote in Foreign Affairs that if 
China meets the fate of other middle-income 
nations that failed to reform their way out of 
declining productivity, “the picture will darken” 
into one of painful austerity – not only for China 
but also for its dependent overseas partners 
who, for instance, sell it most of their products 
such as Australian iron ore, or lean on its loans 
for development. 

No. 2 The second big fault line facing Beijing 
comes from the costly, high-risk game of global 
musical chairs now under way. 
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The old era of reform and opening under Deng 
Xiaoping saw China – which largely benefited 
from the post-Cold War world architecture – 
eager to join, and to seek steadily to reshape, 
as many international organisations as it could. 

Xi was frustrated with such global capacities, 
which his New Era China inherited. He sought 
greater agency in military projection, in 
controlling discourse, in deciding the diplomatic 
and commercial rules. 

The liberal democracies he views as rivals widely 
enjoy multiple alliances and treaty arrangements. 
So Xi launched, in a masterstroke, his Belt and 
Road Initiative that, while organisationally 
inchoate, delivered vast geopolitical benefits 
by bringing many developing countries into 
China’s influence zone, through weaponising its 
economic heft. 

That heft is now subsiding steadily, and even 
establishment economist Yu Yongding is 
warning of “debt traps in BRI investments” – 
not so much now for the borrowers but for the 
lenders, China’s already overburdened banks. 

And Xi’s only non-mainland travel since early 
2020 has been to Hong Kong to praise the 
stricken city on its 25th handover anniversary 
for “rising from the ashes” and adopting “true 
democracy”. 

The Ukraine invasion that swiftly followed the 
signing of the 5000-word “no limits” China-
Russia pact between Xi and his “best, most 
intimate friend” Vladimir Putin has rapidly 
intensified the competition between the 
authoritarian and liberal democratic blocs. 

Blogger Liang Jing laments: “China in the 2020s 
should not, as it did a century ago, have let 
external conflict and crisis yet again dominate its 
people’s choices. But Xi Jinping has … exposed 
China’s fragile internal order to the enormous 
risk of changing international conditions.” 

China, in return, has adopted a classic 
misdirection tactic – blaming Washington 
for driving Russia to invade Ukraine, for 
instance. This “whateverist” ploy also points 
observers of Beijing’s subjugation of the 
Uighurs, Hongkongers, human rights lawyers or 
journalists to look instead at what the US has 
done over its history. 

Zhang Weiwei, a professor at top Shanghai 
university Fudan, has branded Chinese critics of 
Xi and the CCP as “spiritual Americans … working 

as tools of Western ideological hegemony”. 

This misdirection uses the all-encompassing 
national security law imposed on Hong Kong two 
years ago to prosecute democracy and human 
rights champions such as publisher Jimmy Lai for 
being Americans agents – feigning that Chinese 
people could never autonomously advocate 
such principles but must have been suborned, 
especially financially, by malign foreigners. 

China is concerned about fast-growing linkages 
between the Indo-Pacific region and NATO, with 
the leaders of Australia, Japan, South Korea 
and New Zealand flying to NATO’s recent Madrid 
summit, prompting English-language Chinese 
newspaper Global Times to editorialise that “the 
sewage of the Cold War cannot be allowed to 
flow into the Pacific Ocean”. 

A Sky News investigation has revealed rising 
tensions surrounding the Arctic, as Russia, 
NATO and China battle to… secure their military 
presence in the region. Russia, the United States 
and Nordic nations have significantly increased 
their military presence within the Arctic Circle in 
recent months. Sky News breaks More 

NATO had said China posed a “systemic 
challenge”, deepening Beijing’s discomfort in 
the international arena from the strengthening 
of the Quadrilateral Security Dialogue and from 
the G7’s unwelcome 14 references to China 
in its recent summit communique, the latter, 
tellingly, blamed by Foreign Ministry spokesman 
Zhao Lijian for “clinging to ideological bias and 
pursuing small-clique politics”. 

In partial response, Beijing is working to 
renovate the BRICS grouping that also includes 
Brazil, Russia, India and South Africa by adding 
Saudi Arabia, Argentina or Iran, despite the 
concomitant acronymic challenge. 

In the Pacific, the multilateral settings keep 
China slightly distanced, with Australia and 
New Zealand being full members of the Pacific 
Islands Forum. While Anthony Albanese 
participated in its recent annual leaders’ 
summit, China’s Foreign Minister Wang Yi failed 
to persuade PIF countries to sign up to a new 
security arrangement. But the 10 members of 
the Association of Southeast Asia Nations and 
the 14 Pacific Island members of PIF favour 
hedging between external powers, reluctant to 
diminish or divert China’s economic appetite. 
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No. 3 The third fault line facing China is the 
pandemic. Xi asserts that his “dynamic zero” 
policy must persist until Covid is completely 
crushed and somehow disappears, a prospect 
most scientists view as unachievable. 

Recently, Beijing announced the easing of 
draconian border restrictions to still-tough 
rules: seven days’ quarantine at a government-
operated facility, followed by three days of self-
isolation at home, the latter readily policed 
through a mandated mobile phone app. 
Numerous tests also are still required. 

China has been slow to vaccinate its elderly, and 
has not yet accepted the use of mRNA vaccines 
developed overseas. 

In Nature magazine Yanzhong Huang, a US-
based Chinese health policy expert, blamed 
politics: “There’s no other reason to explain the 
delay except techno-nationalism.” But, at last, 
China is close to approving a homegrown mRNA 
vaccine, ARCoV. 

Growing numbers in China are now more 
anxious about the government constraints 
than about the pathogen itself – potentially 
broadening disaffection with the party. 

Tech entrepreneur Zhou Hang has asked his nine 
million social media followers: “What caused 
such widespread negative sentiment across the 
society? Who should be responsible?” 

No. 4 The fourth China fault line is its 
demography. Its rapid ageing is diminishing 
the workforce and placing huge stress on the 
untested pension system, as the state’s focus 
shifts 180 degrees from the harsh one-child 
policy scrapped only six years ago, to a pro-
fertility campaign. 

The median age rose from 21.5 years in 1978 to 
38.4 years last year, older than that of the US, 
and is set to exceed 50 by 2050, when more 
than a third of the population is likely to be over 
65. Life expectancy is now 77. 

Local governments that bear most of the 
burden for providing pensions fund them 
unsustainably from current contributions from 
workers. The official retirement age for men is 
60, for white-collar women 55, and blue-collar 
female workers 50. Many women, especially, 
wish to keep working longer since promotion 
opportunities tend to beckon most in their 50s. 
Working longer would help build retirement 
savings. But Beijing fears “mass incidents” if it 

extends retirement age. 

Carl Minzner, a law professor and China expert 
at Fordham University, and the author of End 
of an Era: How China’s Authoritarian Revival 
is Undermining its Rise, explained at a recent 
University of Sydney China Studies Centre 
webinar that such demographic dilemmas apply 
pressure to “slide as in Russia towards perceiving 
feminist or LGBTQ issues as problematic”. 

Women are blamed for reluctance to have 
children, he says, with those over the age of 
27 often branded as “leftover”. It is proving, 
however, much harder to force women to have 
children than to limit them, as in the past. Times 
have changed, and even male cadres struggle 
to set examples by persuading their wives to 
have more children. Very few children are born 
to unmarried parents in China. 

China’s East Asian neighbours face similar 
dilemmas but are starting to establish 
immigration programs, something China shuns. 
Solutions might include providing benefits to 
single women and extending IVF for same-sex 
couples. But, Minzner says, the initial instinctive 
policy thrust has been to steer back towards a 
form of Confucianist model of family. 

No. 5 The fifth fault line is China’s increasingly 
centralised and strained CCP-owned governance 
structure. 

Politics is upstream of everything in China. As Xi 
says: “Government, army, society, education, 
East, West, South, North and the centre, the 
party leads all.” 

The party’s membership has reached about 
96.7 million, with 53 per cent holding degrees – 
compared with about 15 per cent in the general 
population. About 29 per cent are women, who 
have never been represented in the party’s peak 
grouping. It rarely exposes itself internationally. 
In a classic misdirection arrangement, when 
foreign politicians meet Chinese leaders, they 
seldom encounter true counterparts. 

In China, the party determines policy, the state 
implements it. 

Defence Minister Richard Marles' meeting with 
his Chinese counterpart was a "positive step" 
but there's still "a long way to go," says the 
University of Melbourne Deputy Vice Chancellor 
(International) Professor Michael Wesley. Mr 
Marles and Chinese Defence Minister General 
Wei Fenghe recently held a one-hour meeting 
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at More 

For instance, while Defence Minister Richard 
Marles’s conversation in Singapore with China’s 
Defence Minister General Wei Fenghe was 
acclaimed, rightly, as a breakthrough, Wei is not 
in charge of China’s defence policy. 

As the US Department of Defence’s latest China 
Military Power Report explains: “Wei is the 
PLA’s third-most senior officer, and manages 
its relationship with state bureaucracies and 
foreign militaries.” 

But “he is not part of the chain of command, 
and his primary policy influence is derived from 
membership in the Central Military Commission 
and State Council”. 

There is diminishing oxygen left in Chinese 
public life for anything that does not prepare for 
the 20th five-yearly national CCP congress in 
November, when 2300 delegates are expected 
to acclaim Xi’s groundbreaking third five-year 
term as general secretary and his blueprint for 
China’s future. 

This congress should complete the appointment 
of a wave of Xi loyalists to the leading heights 
of party and state. 

But important questions remain, relating to the 
rules on eligibility for office. Xi shocked many in 
China, including party members, in having the 
national constitution changed in 2018 to permit 
him to remain as state president, and close ally 
Wang Qishan as vice-president, beyond the 
previous two-term limit. 

Xi now will push past the party convention 
that also sets a two-term limit on the general 
secretary – Xi’s core role since 2012 – and 
allows those aged 67 and younger to receive 
appointments while those 68 and older must 
step down. Xi is 69. Will he ring-fence the 
changes to himself and Wang, or might he 
ordain their relaxation more broadly to permit 
other allies to maintain their roles? 

Xi’s fierce commitment to an anti-corruption 
campaign drove his ascent to party leadership 
and he continues to churn any deemed 

insufficiently loyal as he institutionalises that 
campaign through the creation of the powerful 
National Supervisory Commission. 

This is a key element in Xi’s strategy – to instigate 
Mao-style campaigns, then to institutionalise 
them so they remain operational and available 
to his direction. 

Thus he has turned the anti-terrorism, anti-
secession campaign in Xinjiang into an 
institutional arrangement enforced by massive 
internment centres that constantly “re-
educate” the Uighurs, and he has used the zero 
Covid campaign to institutionalise enhanced 
surveillance and control in all China, including 
via compulsory smartphone apps that have 
become “digital handcuffs”. 

University of California, San Diego associate 
professor Victor Shih says such autocratic 
structures create incentives for rulers such as 
Xi to build “coalitions of the weak” – promoting 
officials who will not challenge them. Policy 
setting inevitably suffers. 

Jude Blanchette, the Freeman chair in China 
studies at the Centre for Strategic and 
International Studies in Washington, DC, has 
written in Foreign Affairs that “it would be ironic 
and tragic if Xi, a leader with a mission to save 
the party and the country, instead imperilled 
both”. 

Xi’s direction for China will remain largely and 
defiantly unchanged, though. Some failure 
is already palpable on the economic, Russia-
alignment, zero Covid and demographic fronts. 
But failure can be concealed by discourse 
control and thus tolerated, while policy change 
may well be perceived as weakness and thus 
play into the hands of potential, younger, rivals. 

Especially now, then, our attention is being 
misdirected towards China’s spurious “rising” 
narrative, while its fault lines steadily widen and 
deepen. 

Rowan Callick is an industry fellow with 
Griffith University’s Asia Institute.
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Beijing mustn’t be allowed to elbow US out of 
region  

John Lee, September 6, 2022    

EXECUTIVE SUMMARY: As it was with 
the Coalition, the Albanese government 
is looking to diversify our trade and 
economic interests away from China to 
other markets with large populations 
such as India, Indonesia and Vietnam. 

Diversification is not decoupling from China. 
According to one common narrative, the latter 
is what US presidents obsessed with protecting 
local jobs and increasing stagnant wages want 
to do. In this context, Beijing frames economic 
decoupling as an illegitimate American initiative 
driven by insecurity and fear that its economic 
and technological dominance is being eclipsed. 

For good reason, Australia was uncomfortable 
with the more extreme anti-globalisation 
agenda of some figures in the Trump 
administration even if they were right to call 
out the predatory policies of China distorting 
the international economic system. There 
are also some elements of an American First 
mentality to Joe Biden, even if the term is no 
longer used. 

But the Chinese alternative is much more 
perilous and aggressive. China is pursuing 
far more radical and destructive decoupling 
policies than the US ever did, even if Beijing 
does not use the term decoupling. This matters 
because there will be no prospect of Australia 
diversifying away from China in any meaningful 
way if Beijing is successful. 

The difference is this: while the US seeks to 
decouple some aspects of economic activity 
from China, the latter is seeking to dominate 
the most important segments of the Asian 
economy and decouple these entirely from the 
US. 

In other words, the US might seek some partial 
decoupling from China in select sectors, but 
China seeks to decouple much of Eurasia and 
the western Pacific from the US. Achieving 
this would entrench Chinese dominance and 
accelerate US decline and isolation. 

If this seems an extreme assessment, consider 
the Belt and Road Initiative that Xi Jinping 

seized on as a means through which to create 
an economic, political and normative order that 
not only excludes explicitly the US but absorbs 
many of the authoritarian values and interests 
of the Chinese Communist Party. 

Eurasia is to become a vast and integrated 
Sinocentric zone. The US will not be prohibited 
from engaging economically with this intended 
entity but will do so on a playing field that 
vastly suits Chinese rather than American 
firms. Rather than working with the US or 
others to craft an economic order, China seeks 
to ensure other advanced economies have little 
or no role in this context. 

The game plan goes something like this. First, 
China will make a virtue out of geography. 
The idea is to build maritime, continental and 
digital Sinocentric infrastructure, platforms and 
institutions that will facilitate trade, investment 
and other economic exchanges with China as 
the central hub. 

Second, within this ecosystem in which Chinese 
entities and firms dominate, no other power 
is in the position to prevent the negotiation 
of terms and conditions between China and 
individual countries that suit Beijing. 

Disputes and disagreements will be resolved 
through political negotiation in which Beijing 
has the leverage, rather than impartial rules 
and laws. With a greatly reduced commercial 
presence, American firms and authorities 
will have diminished ability to set or revise 
commercial and quality standards in all sectors 
since the most powerful stakeholders in that 
market generally determine such standards. 
When combined with Sinocentric infrastructure 
and institutions, Eurasia and the western 
Pacific become captive to China while the US 
is relegated to being an emasculated outsider. 

Third, this ecosystem will allow Chinese 
blueprints such as Dual Circulation and Made 
in China 2025 to bear fruit. The former seeks 
to significantly increase Chinese domestic 
consumption through higher wages and 
prosperity that comes from being a global and 
self-sufficient technological leader, and position 
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China to participate in global export markets 
from an unrivalled position of strength. 

MIC2025 seeks control over, and dominance of, 
entire manufacturing processes, supply chains 
and associated services in the most important 
and lucrative advanced sectors. Unlike the 
BRI, MIC2025 seeks to ensure Chinese firms 
prevail over US and other international firms in 
advanced sectors in all global markets. 

In this new economic order, the Five Eyes 
countries will have no alternative but to 
welcome Chinese national champions such as 
Huawei into their markets. They also will have 
no choice but to accept its authoritarian ethical 
standards on issues such as data protection and 
privacy governing these technologies. It also 
becomes obvious that the prospect of regional 
economies such as Australia diversifying away 

from China to any great degree becomes 
impossible. 

Chinas hold a weaker hand than it lets on. 
Structural weaknesses stemming from the 
Communist Party’s iron grip over the running 
of its economy are severe and worsening, 
meaning the US and other advanced economies 
have considerable leverage to ensure Beijing 
cannot achieve decoupling on Chinese terms. 

Throwing more and more money into 
questionable fixed investment projects is 
unsustainable and China needs the advanced 
democracies to give it the capital, technologies, 
know-how and market access it needs without 
offering much of lasting value in return. A 
greater degree of economic decoupling is 
inevitable. The question is the extent to which 
it is to occur on our preferred terms. 
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Lockdowns spark signs of defiance among China’s 
restless youth  

Yun Jiang, Contributor, June 24, 2022 

EXECUTIVE SUMMARY: COVID restrictions 
in Shanghai, a city of 26 million people 
(equivalent to the entire population of 
Australia) have eased after two months 
of lockdown. However, the longer-term 
effects of this lockdown will affect the 
People’s Republic of China’s outlook for 
years to come. 

China’s zero COVID policy has exacerbated 
the disillusionment of the urban and educated 
youth. Consequently, young people are 
not responding well to the government’s 
efforts to build up a skilled workforce or the 
incentives to have more children to slow the 
ageing population. This will undermine China’s 
economic and social development. 

The Shanghai lockdown was incredibly 
disruptive. At the onset, the announcement 
left little time for residents to prepare. Initially, 
the lockdown was only supposed to be a week-
long staggered affair. Accordingly, many were 
unable to prepare sufficient provisions. Unlike 
lockdowns in Australia, residents in Shanghai 
were not allowed to leave their homes even 
for groceries. In the end, most had to rely on 
government-provided food supplies, which 
were sporadic and varied in quantity and 
quality between neighbourhoods. 

Lining up for mandatory PCR tests became a 
daily routine. Those who tested positive were 
taken to quarantine centres. Shocking stories 
emerged from these experiences, ranging from 
health workers killing pets, to the separation 
of children from parents, to the lack of toilet 
and shower facilities. 

And for those with chronic or emergency 
health conditions, accessing healthcare and 
medication became a huge challenge, with 
medical resources re-deployed to enforce 
quarantine measures instead. This has led to 
deaths and suicides. 

Despite the easing of restrictions after two 
months of lockdown, great uncertainty 
remains for Shanghai residents. PCR testing 
every three days is required for those wishing 
to venture outside. Draconian quarantine 

measures are still in place for those testing 
positive. And snap lockdowns are still possible 
for neighbourhoods. 

Such uncertainty exacts a huge toll on young 
people, with some wanting to leave China 
permanently while others becoming less 
motivated to work. 

Even before the COVID lockdown, young 
middle-class people in Shanghai were facing 
increasing societal pressures. They’re expected 
to find a respectable white-collar job, work 
excessively long hours, earn a good income, 
and raise children in a hyper-competitive 
society. The pressure and stress of day-to-
day living has led to the rise of a “lying flat” 
(tangping) movement — a rejection of hyper-
competition and consumerism. But of course, 
few can actually afford to “lie flat” and reject 
societal expectations entirely. 

The COVID lockdowns have only increased 
uncertainty and pressure for young Chinese. 
The economic downturn associated with the 
lockdown has contributed to record high 
youth unemployment. Young people have 
put enormous amount of time and effort into 
studying with the promise of a high-paying 
white-collar job at the end. 

Yet, the rise in the university acceptance rate 
and the decline in jobs available due to the 
pandemic has led to disappointment for recent 
graduates. A viral video emerged of a young 
man defiantly responding to a police officer 
who has warned him about non-compliance 
with Shanghai’s harsh lockdown policy. “We’re 
the last generation”, he tells the PPE-protected 
police officer, expressing his determination to 
not have children due to his frustration and 
hopelessness for the future. 

For those young people in China who are 
internationally mobile, there is a new trend 
described as “the study of running away” 
(runxue). These young people see no future in a 
China that is highly competitive and uncertain, 
and they’re looking to leave permanently and 
move overseas for better living and working 
conditions. Tencent reported that emigration-
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related search terms have increased by 440 
per cent during the lockdown. As young people 
in Shanghai tend to have more international 
connections and experiences, they’re likely 
over-represented in the group that wants to 
“run away”. 

But not everyone can “run away” overseas. 
China’s COVID restrictions have made regular 
international travel almost impossible. Many 
are concerned that if they leave China, they 
may not be able to make it back if there is 
a family emergency. Consequently, some 
young people are forgoing the opportunities of 
studying and living overseas. 

What the China’s zero COVID policy has done, 
whether it was the intention of the government 
or not, is to force people to choose between 

living in China and overseas. As a result, 
people-to-people links built over the last 
decades have deteriorated significantly. Many 
foreigners have left China with no clue as to 
when — if ever — they will return. Foreign 
scholars and students are choosing not to go 
to China due to restrictions and uncertainties. 

And young people in China increasingly see a 
future overseas or in China, but not both. The 
emergence of transnational fluidity of the past 
two decades has given way to rigid borders 
once more. 

Yun Jiang is the inaugural AIIA China 
Matters Fellow. 
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Xi: the loneliest man in the world 

Salvatore Babones, August 14, 2022 

EXECUTIVE SUMMARY: Australia is in 
trouble with China – again. This week the 
Chinese ambassador in Canberra, Xiao 
Qian, came close to threatening war over 
Australian support for Taiwan. So much 
for Labor’s China honeymoon. 

But don’t start work on that backyard bomb 
shelter yet. A simple online search of “China 
threatens Australia” turns up 25 million hits, 
or about one for every Australian. It’s nothing 
personal. China’s gonna China. 

What is personal is Chinese leader Xi Jinping’s 
deepening isolation and paranoia. Xi is clearly 
still in charge, but he rules through a balance 
of enemies, not a preponderance of friends. 
He must continually stoke conflict in order 
to maintain his authority, and that includes 
international conflict. Australia is only an 
incidental factor in his domestic political 
balancing act. 

Xi has held the top job in China for 10 years 
and his mandate is now up for renewal. Some 
call it a “mandate from heaven” on the model 
of the old Chinese emperors. Since the death 
of Mao Zedong in 1976, that mandate has 
come from the Chinese Communist Party, with 
the leader of China governing through a broad 
consensus of the party elite. 

But these days, the mandate to rule China 
seems to come from the leader himself. Xi 
does not rule by consensus. He is surrounded 
by enemies, both internal and external. It may 
be his own fault, but that doesn’t change the 
fact that Xi Jinping can only really depend on 
the support of one person: Xi Jinping. 

The son of a Chinese revolutionary who fell 
out with Mao in the 1960s, Xi spent much of 
his teens and twenties in re-education camps. 
He clawed his way back into the Communist 
Party, then rose to the top by being as bland as 
possible. When he was elevated to the supreme 
leadership in 2012, international China experts 
generally described him as a loyal party man. 

Having no support base to call his own, Xi 
consolidated his power by setting China’s 

major political factions against each other. 
He demoted his fellow “princelings”, the 
children of Communist China’s first generation 
of revolutionary leaders. He tore apart the 
“Shanghai Gang”, targeting the clique of 
former leader Jiang Zemin with corruption 
investigations. He instigated an ideological 
challenge to the Communist Party Youth League 
faction of Premier Li Keqiang, accusing the 
league of straying from true Marxist thought. 
He even attacked the chief executives of China’s 
new high-tech champions, jeopardising China’s 
economic future for the sake of domestic 
political advantage. 

If China’s economy were growing like 
gangbusters – as it was in the early 2000s – 
Xi could have bought off all these rival power 
bases with proceeds skimmed from the export 
economy, foreign investment and land sales. 
But today, all these revenue streams are flat 
lining. 

The coronavirus pandemic has only made 
things worse. The taps are dry, and Xi can only 
maintain his position by ensuring that no one 
else is in a position to challenge him. 

The result is a leader who is trapped in China 
and can hardly leave Beijing. Xi isn’t the spider 
at the centre of China’s political web. He is the 
web. 

All of this has important international 
implications, not only for Australia but for the 
world. The most obvious is that under Xi’s 
leadership China has gone from being a rock 
of stability to a fountain of instability on the 
global stage. 

Xi has exported China’s internal political 
tensions as he looks farther and farther afield 
for disturbances that make him politically 
indispensable. As a leader who has alienated 
everyone, he needs to be needed, not loved. 

And he is needed – not just at home but 
abroad. Xi has created a furore over Taiwan, 
pressuring China’s electronics manufacturers, 
which rely heavily on Taiwanese chips. He has 
set Vladimir Putin among the pigeons in Europe, 
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apparently giving his blessing to a Russian 
invasion of Ukraine. And he either green-lit or 
was surprised by a 2020 advance on India by 
China’s Western Military Command, a deadly 
skirmish that has divided China’s numerous 
military power bases. 

Each of these crises (and many more besides) 
can only be resolved with Xi’s blessing, and 
none of them will be resolved until it behoves 
him to resolve them. 

It was inevitable that Anthony Albanese, 
Richard Marles and Penny Wong would fall out 
with Beijing; no matter how hard they might 
try to return Australia’s China relations to 
some degree of normalcy. That is neither to 
fault them for failing, nor to condemn them 
for trying. It is entirely appropriate that a new 
government would try to repair relations with 
such an important economic and diplomatic 
partner as China. But no Australian government 
will allow the country to be bullied for the sake 
of a foreign leader’s domestic political gain. 

They used to say that being president of the 
United States was the loneliest job in the 
world. Today there are at least three jobs that 
are lonelier: general secretary of the Chinese 
Communist Party, chairman of China’s Central 
Military Commission, and president of the 
People’s Republic of China. Xi holds all three. 

In September, the Communist Party is expected 
to renew these appointments, cementing Xi’s 
position as China’s leader for life. How long he 
can remain leader for life is open to question. 

To paraphrase Benjamin Franklin, Xi now has 
the People’s Republic all to himself – but it’s 
up to him to keep it. All Australia can do is 
manage the consequences, and if things do fall 
apart, help pick up the pieces. 

Salvatore Babones is director of the 
China and Free Societies program at the 
Centre for Independent Studies.
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For a decade, economic conditions have been benign, if not somewhat 
stagnant, with economic growth slow, wages growth slower and 
inflation below target even at super low interest rates. 

Yet we’ve now seen inflation come roaring back, bring rapidly rising 
interest rates and serious cost of living pressures. Unemployment went 
below 4% for the first time in 40 years. The budget is massively in deficit 
and debt is climbing rapidly. 

What happens next? Are we going to see the share of income shift back 
in favour of labour over capital? What are the implications for inter-
generational equity? What's a realistic path forward?  

Both sides of politics have talked up economic growth as the solution, but 
neither offers a compelling agenda. What are the political and economic 
constraints on the government fixing the Budget and pursuing a more 
productivity focused agenda? Why is economic reform so hard?

Old Problems and 
New Reform Agendas

PLENARY SESSION 3 
OVERVIEW

FRIDAY OCTOBER 28 
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Government spending fuels inflation pressure   

John Kehoe Economics editor September 19, 2022 

EXECUTIVE SUMMARY: Government 
spending is running too high and should 
be cut more aggressively to help reduce 
inflation, otherwise the Reserve Bank will 
be forced to keep raising interest rates, 
economists have warned. 

Combined federal, state and local government 
consumption and infrastructure investment 
is at the highest share of the economy since 
the 1960s, according to analysis of national 
accounts figures by big four consulting firm EY. 

General government consumption and public 
sector investment was 27.7 per cent of gross 
domestic product in the June quarter, about 
$60 billion above pre-pandemic levels in 
annual terms. 

EY chief economist Cherelle Murphy said high 
government spending needed to fall from 
COVID-19 emergency levels and reflect that 
the economy had bounced back strongly. 

“Arguably in an economy running as hot 
as Australia’s is, this level of spending is 
inappropriate as it is using up resources that 
the private sector may otherwise need for 
expansion,” she said. 

“That can be inflationary.” 

Inflation was 6.1 per cent in the June quarter 
and is forecast to hit almost 8 per cent late 
this year, due to a combination of the high 
global oil price, supply chain disruptions and 
huge central bank and government stimulus in 
response to the pandemic. 

The RBA has raised the cash rate to 2.35 per 
cent since May and has flagged that a sixth 
consecutive monthly interest rate rise will 
occur in October. 

Westpac chief economist Bill Evans upped his 
interest rate prediction on Monday, betting that 
the RBA would raise the cash rate by 0.5 of a 
percentage point to 2.85 per cent on October 
4 and reach a peak rate of 3.6 per cent by 
February. 

Outlook Economics director Peter Downes said 

the government should “not have one foot on 
the pedal and the Reserve Bank one foot on 
the brake”. 

“The more spending restraint by the 
Commonwealth, the less [RBA governor] Phil 
Lowe is going to have to do,” he said. 

The Albanese government’s first federal budget 
on October 25 will need to accommodate an 
extra $19 billion of Labor election spending 
promises over the next four years. 

Treasurer Jim Chalmers has ruled out “savage” 
spending cuts but has said the Albanese 
government will eliminate “rorts and waste” 
inherited from the former Coalition government. 
Regional infrastructure and grants are on the 
chopping block. 

Dr Chalmers has also pledged “higher quality” 
spending on areas such as childcare. 

Federal and state governments such as NSW 
and Victoria are also discussing deferring 
parts of their multibillion-dollar infrastructure 
spending as the construction sector battles 
labour shortages and sharp increases in 
material costs. 

Much of the extra infrastructure spending 
was initiated during the pandemic when 
governments feared a deep recession and 
massive unemployment, not the present near-
50-year-low jobless rate of 3.5 per cent. 

The federal government is facing spending 
pressures on the National Disability Insurance 
Scheme, aged care and defence. 

The annual cost of the NDIS will reach about 
$60 billion by the end of the decade, according 
to an actuarial report for the Morrison 
government. 

Beyond COVID-19 emergency spending, the 
former Morrison government added to inflation 
pressure during the election by pumping in 
a discretionary $17 billion into the economy 
in the March budget, via cost-of-living cash 
handouts, extra tax offsets and a temporary 
fuel excise cut. 
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Labor matched the promises. 

Shadow treasurer Angus Taylor said: “The 
government must avoid adding more structural 
spending to the budget that will put further 
pressure on inflation.” 

RBA governor Philip Lowe said last week the 
bank would watch the October 25 budget, 
but he had no immediate concerns about the 
government’s fiscal policy. 

But Dr Lowe said the persistent federal budget 
deficit was a “significant issue” that needed 
addressing this term of parliament to afford 
the extra spending the community expected on 
disability support, aged care, defence, health 
and infrastructure. 

Dr Lowe suggested that over the next few 
years, some combination of higher taxes, 
spending cuts and/or growing the economy 

faster through structural economic reforms 
were required to repair the entrenched budget 
deficit over the medium term. 

Tax payments as a share of the economy 
have hit a 16-year high and could surpass the 
former Coalition government’s tax cap, after 
record mining and energy profits and a boom 
in jobs delivered a multibillion-dollar windfall 
to the federal budget. 

The EY spending analysis is for direct 
consumption spending by federal, state 
and local governments, such as on health 
and education services, as well as public 
infrastructure investment. 

The figures exclude government transfer 
payments, such as welfare. 
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Labor's October Budget presents Jim Chalmers 
difficult choices   

Simon Cowan, Canberra Times, October 10, 2022 

EXECUTIVE SUMMARY: The press gallery 
is buzzing, the weather is as cold and 
miserable as Ebenezer Scrooge’s wallet, 
and interest groups’ stockings will soon 
be hanging on the doors in Canberra. 
Budget season is in the air! 

Already there are some serious hints that this 
‘mini’ Budget will cause a major stir. 

Treasurer’ Jim Chalmer’s speech this week 
outlined the need to make ‘difficult decisions 
with this budget’ to pay for cost blowouts in 
the NDIS, defence, debt servicing and hospital 
funding. 

Journalists are seeing this as a sign the 
government is considering dropping the Stage 
3 tax cuts in this budget. 

To be fair to the government, these indications 
may simply be some in the media and the 
policy community confusing their hopes with 
government thinking on the matter. The ALP 
committed to these tax cuts during the election 
campaign, and after coming to power — 
although with varying degrees of enthusiasm 
in the commitments, it must be said. 

It’s worth parsing these cost blowouts in some 
detail. While it’s true these costs are rising — 
and must either be reined in or paid for — there 
is no justification to claim that circumstances 
have materially changed for the worse since 
the election. 

In fact, the opposite is true: the government 
now has far more revenue than expected. 

Let’s start with the NDIS. As far back as 2012, 
my then colleague Andrew Baker was warning 
that cost projections for the NDIS were way off 
the mark. In fact, citing work by the Australian 
Government Actuary he highlighted that costs 
were likely to be double the initial projections 
when the scheme was first proposed. 

From there, comparisons with other similar 
schemes suggested that costs would grow at 
more than 6 per cent. And this is before you 
consider the impact of our inflation crisis. The 
blowout in costs was basically built into the 

design of the scheme. It has not arisen since 
the election. 

The cost increases in defence have their roots 
even further back than 2012. In 2009, then 
prime minister Kevin Rudd outlined an ambitious 
Defence White Paper that would significantly 
scale up Australia’s defence capability. While it 
would be fair to characterise this at least in 
part as driven by domestic industry concerns 
(particularly in South Australia) the plan was 
clearly designed to confront the rise of a more 
aggressive China, and less capable United 
States. 

Exactly the scenario that has been playing 
out over the past 18 months. Yet successive 
governments postponed implementing the 
major components of the plan. Decisions were 
delayed and then delayed again — particularly 
in respect of the centrepiece of Rudd’s plan, 12 
new submarines. 

Debt servicing costs increasing was perhaps 
the most predictable consequence in the 
history of politics; and that’s from a very strong 
field of contenders. For years now, those same 
people who have been claiming the Stage 3 tax 
cuts are unaffordable, have been egging the 
government on to borrow as much as it could, 
because interest rates were so low. 

But interest rates could not possibly have been 
expected to stay at or near zero for ever. And 
when they rose, the cost of government debt 
would rise right along with it. This error has 
been compounded by the enormous cost of 
pandemic stimulus payments — which were all 
funded by debt. 

But this is the third budget to be released 
since the 2020-21 budget outlined that debt 
would soon exceed $1 trillion. And not only 
has the revenue situation improved pretty 
much at every budget since then, the 2022-23 
budget prior to the election shows $100 billion 
improvement in total debt on the projections 
in 2020. 

The increases in health spending should also not 
be a surprise. The Treasurer cited an increase 
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of 6.1 per cent in hospital costs. While it’s 
not immediately clear if this is a real increase 
or a nominal one, prior to the pandemic the 
Australian Institute of Health and Welfare 
noted that government health expenditure was 
growing at almost 3.5 per cent a year in real 
terms (in the 5 per cent to 6 per cent range 
nominal). 

And we have just gone through a pandemic. 
That this would result in ongoing funding 
increases in health should not be unexpected 
or a recent shock.  

This leaves just aged care, the one area 
where there has at least been a significant 
development in the past two years: the Royal 
Commission. So the government may claim 
unanticipated spending in Aged Care. You 
know… unanticipated as long as you ignore the 
fact that the Royal Commission delivered its 
report at the beginning of March 2021 — more 
than 14 months before the election — and that 
it was clear prior to the calling of the Royal 
Commission in 2018 that there were issues to 
be addressed in the sector. 

When considered in even this level of detail, 
it is clear these expenses would be political 
excuses for changing course, not genuinely 

unanticipated fiscal events. 

Of course, a lot of this is really about the 
politics. It was once standard practice for the 
incoming government to shake its head at 
the ‘unexpected mess’ on taking office, and 
quickly jettison some of its less popular / more 
expense promises. 

But the charter of budget honesty, and the rise 
of the 24-hour media cycle, has meant this 
ploy has not worked for some time. Julia Gillard 
was skewered on her ‘no carbon tax’ promise. 
Tony Abbott had no luck with his 2014 ‘age of 
entitlement’ budget. 

This government, like many before them, may 
be convinced that ‘this time it’s different’ and 
their supposedly superior political skill will 
carry the day. But it would be quite a bold 
gambit indeed for a new government to risk it 
all at this stage. 

Simon Cowan is Research Director at the 
Centre for Independent Studies. 
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Is Australia headed for a recession?    

Gareth Hutchens, Business Reporter, September 24, 2022 

EXECUTIVE SUMMARY: The Reserve Bank 
of Australia is pursuing its steepest rate 
hikes since the 1990s(ABC News) 

On Wednesday, the deputy governor of the 
Reserve Bank of Australia warned the outlook 
for the global economy was not good. 

"It's on a bit of a knife-edge," she said. 

Less than 48 hours later, the Bank of England 
said Britain was probably already in recession. 

There are growing concerns about the United 
States, which looks to be heading towards 
recession. 

And China's economy is straining under the 
pressure of its zero-COVID policy and problems 
in its gargantuan property market. 

Will a recession in Australia be inevitable? 

A 'probable' recession 

RBA officials say that, at this point, they 
still have confidence Australia can avoid a 
recession. 

They say our exceptionally-tight labour market, 
and the level of savings in the economy, can 
hopefully insulate Australia from any negative 
shocks that originate overseas. 

But not everyone is optimistic. 

Some economists suspect that, because so 
many countries are lifting interest rates in 
an uncoordinated frenzy, global growth will 
slow dramatically in the next 12 months and 
Australia won't be able to avoid the fallout. 

Jo Masters, the chief economist of Barrenjoey, 
says a probable recession is "on the cards" for 
Australia. 

Why? Partly because the RBA will be forced 
to keep lifting interest rates as long as other 
countries keep doing so, and it will take 
Australia's economy into recessionary territory. 

The RBA's cash rate target is currently 2.35 
per cent. 

Ms Masters said her modelling suggested a 
cash rate around 3 per cent would be sufficient 
to bring inflation back down into the RBA's 
target band by early 2024, but the RBA will 
probably end up lifting the cash rate to 3.35 
per cent. 

"This will have economic consequences – 
weakening the growth outlook and seeing the 
unemployment rate lift," she said. 

"B*Eco modelling suggests this would drive the 
economy into recession." 

And what will happen once Australia's in 
recession? 

Ms Masters said when domestic 
economic activity starts weakening rapidly 
next year, the RBA will end up cutting rates 
again to stimulate activity. 

And those rate cuts will occur towards the end 
of next year. 

So, the RBA will lift rates by more than it would 
like in coming months - pushing the economy 
into recession - and then it will start cutting 
rates to make the recession as painless as 
possible. 

"This should be sufficient to leave any recession 
as relatively short and shallow, and perhaps 
that is what is needed to cement the path back 
to 2-3 per cent inflation," Ms Masters said.  

She thinks the RBA will lift the cash rate target 
by 0.5 percentage points next month, from 
2.35 per cent to 2.85 per cent. 

Cash rate heading to 3.6 per cent? 

Bill Evans, Westpac's chief economist, has 
made a similar argument. 

In July, he was already forecasting the RBA to 
lift the cash rate target to 3.35 per cent, but 
this week he lifted that forecast higher. 

He said the stubborn outlook for high inflation 
and wages growth in the US, and rising interest 
rates globally, had changed his mind. 
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He said he, too, suspected the RBA would lift 
the cash rate by another 0.5 percentage points 
next month. 

But he now thinks the RBA will eventually end 
up lifting the cash rate target to 3.6 per cent 
by early next year. 

He said since global central banks were 
planning to keep lifting rates, the RBA would 
have to follow suit to stop the Australian dollar 
losing too much value. 

Why? For similar reasons to Ms Masters. 

If foreign currencies were allowed to gain 
too much value against the Australian dollar, 
it might encourage foreigners to buy more 
Australian goods and services than they 
otherwise would have, and that would make it 
harder for the RBA to squeeze inflation out of 
Australia's economy. 

Mr Evans said that was a key reason why the 
RBA won't want Australia's cash rate to lag too 
far behind the US's key interest rate. 

"Recall that the key reason why the RBA 
reluctantly adopted quantitative easing in 
2020 was maintaining competitiveness in the 
Australian dollar," he said. 

"The RBA governor would be concerned 
that such a sharp widening of the expected 
yield differential with global rates will have 
implications for a weaker Australian dollar 
complicating the inflation challenge." 

At this point, he thinks Australia's economy will 
grow by just 1 per cent in 2023. 

Overall, he thinks central banks are taking the 
policy of 'least regret' by erring on the side of 
containing inflation "at the potential cost of 
growth in the near term." 

Turning policy back decades 

David Bassanese, the chief economist at 
BetaShares, also thinks the RBA will probably 
lift the cash rate target by 0.5 percentage 
points next month. 

He said the RBA won't want Australia's dollar to 

lose too much value against other currencies. 

"At US66c, the Australian dollar has already 
fallen 13 per cent from its peak of US76c in 
April this year," he said. 

"My expectation is the Australian dollar will 
end the year at around US62-63c." 

So, is there a clear coordination problem 
between global central banks? 

As central banks everywhere lift rates to kill 
inflation, it's creating pressure for those same 
central banks to keep lifting rates to prevent 
their currencies losing value against other 
major currencies. 

Meanwhile, the speed and breadth of the rate 
hikes globally is pushing the world's major 
economies towards recession. 

Earlier this week, RBA deputy governor Michele 
Bullock was asked if there was a case to be 
made for some coordination among global 
central banks to stop the damage that's 
occurring from rising US interest rates and a 
strengthening US dollar. 

But Ms Bullock pushed back against the idea, 
saying it would turn policy back decades. 

"Exchange rates can play a very positive role," 
she said. 

"In Australia, we've typically thought of it 
that way because it gives us flexibility and 
the ability to run our own policies, to a large 
extent, without necessarily having to follow 
what others are doing in other countries. 

"We're not entirely immune, but it does give us 
more flexibility." 

She said she didn't think global central bank 
coordination was the right thing to do in this 
situation, despite everything. 

"In a sense, the US dollar is responding to 
relative economic conditions, and inflation 
and interest rates in the US, relative to other 
countries," she said. 
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From  Recovery  to  Prosperity:  Australia’s  
productivity  challenge revisited    

Gary Banks AO

It is a pleasure to be invited back to Minerals 
Week to talk about the opportunities and 
challenges of productivity reform.  

This is not my first such appearance; nor, as 
some of you will appreciate, the first time I 
have addressed this topic! Indeed I seem to 
have spent almost as much time talking about 
productivity reform since I left the Productivity 
Commission nearly a decade ago as I did 
when I was there. That no doubt reflects 
its continuing vital importance to our living 
standards, but also the fact that there is still a 
lot our governments should be doing about it.  

At this point it is customary to cite Prof 
Krugman’s aphorism that ‘productivity isn’t 
everything, but in the long run it is nearly 
everything’ – possibly the least controversial 
over-statement he has made. In fact, when 
it comes to labour productivity and per capita 
income growth, it is virtually a truism.  

As the Productivity Commission reaffirmed in a 
recent study, productivity growth has accounted 
for most of the considerable rise in real per 
capita income in Australia since Federation – 
and all that this has made possible, including 
the social programs and welfare systems that 
are now taken for granted. 

Moreover, as Queensland’s own Productivity 
Commission explained in another excellent 
recent  study, the sort of policy environment 
conducive to productivity growth also enables 
an economy to become more adaptable and 
resilient in responding to change and, dare I 
say it, crises.     

It might therefore seem surprising that in 
the ‘time of COVID’, so little policy attention 
appears to have been devoted to this key 
reform area. It was particularly puzzling not 
to hear the word ‘productivity’ mentioned by 
the Treasurer when presenting a budget that is 
essentially predicated on it. That is, a budget 
delivering

unprecedented deficits and debt, the 
sustainability of which depends on the 
proposition that Australia will ‘grow itself out of 

debt’; but a budget containing little to promote 
this. 

The reality we indeed face is that, unless the 
Government reneges on its promise not to 
raise (indeed to lower!) taxes – or another 
government is elected that labours under no 
such obligation (pun intended) – or political 
courage can be summoned to cut excessive 
but structurally embedded social spending, 
economic growth is the only possible route to 
fiscal stabilization, if not ‘sustainability’.  

If anyone is still bemused by the siren call of 
so-called Modern Monetary Theory – a term 
coined by an Australian academic who might 
with more justification have labeled it ‘post-
modern’ monetary theory – you can be assured 
on better authority than I that it offers false 
promise. Boiled down, it is essentially based 
on the existence of a free lunch, the non-
existence of which is one of the few iron laws 
of economics. 

As a further aside, rising terms of trade can 
of course provide windfalls to top up the fiscal 
dividend from underlying growth, as we have 
been fortunate enough to experience again 
over the past year or so. The combination of 
surging iron ore prices on world markets and 
pent-up domestic demand ‘roaring back’ to 
life under the stimulatory monetary and fiscal 
regime, has boosted income growth and tax 
revenue. But as past such episodes have taught 
us, what goes up invariably comes down, and 
macroeconomic ‘sugar hits’ tend not to last.  

Where will real growth come from? 

In assessing the outlook for ‘sustainable’ 
economic growth, we need to look below such 
short-term, demand-side phenomena to the 
underlying supply-side components.  Under 
the ‘3Ps’  framework adopted in Treasury’s 
Intergenerational Reports (the fifth edition 
of which is due out shortly) the fundamental 
determinants of Australia’s GDP over time are 
(a) the size of our working age population, 
(b) their participation in work and (c) average 
labour productivity.  
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Looked at from this angle, it is hard to be 
optimistic about our prospects. Taking the 
population component first, Australia’s 
relatively high rate of population growth – 
among the highest in the OECD – has been 
a key driver of the growth in aggregate GDP. 
Unusually for an OECD country, this was not 
due to domestic fertility, which is relatively 
low. Rather, it has been due to historically high 
net immigration, accounting for two-thirds 
of overall population growth, before COVID 
brought things to a halt.  

Treasury’s budget forecasts envisage net 
immigration getting back to its previous annual 
peak of 235,000 by 2025, which would provide 
a significant boost to tax revenue. But this 
depends, among other things, on pandemic-
related risks virtually being eliminated; 
there is a plausible case that COVID could 
end up being a ‘long tail’ phenomenon, even 
with widespread vaccination. There are also 
reasons to doubt that foreign student numbers 
will simply resume their previous trajectory, 
especially from China. 

More importantly, one has to question whether, 
federal budget repair aside, attempts to revive 
immigration to the extent forecast would be 
sensible from a national interest perspective. 
While Treasury is perhaps understandably 
bullish, the Productivity Commission has 
provided a more nuanced assessment. This 
suggests that, under realistic assumptions, 
immigration does little for either participation 
or productivity nationally in the long term, 
with income gains in per capita terms small 
and largely skewed to migrants themselves. 
Moreover, while highly skilled migrants are 
good for the economy, and sectors like mining 
in particular, and should be encouraged, the 
average skill level for the intake as a whole in 
recent years has not been high.  

When externalities such as congestion and 
housing affordability are taken into account, 
I’d suggest that the optimal level of net 
immigration for Australia could be closer to 
Treasury’s forecast in the first IGR of 90 000 
than the latest one. Where it ends up is unclear. 
But what is clear is that immigration policy is 
too important to be devised primarily on fiscal 
grounds or in relative seclusion.  

Coming to labour force participation, this 
currently sits at record levels in Australia.  
This came as bit of a surprise to forecasters, 
given the ageing of our population, and is due 

mainly to increased older-age participation 
and a further increase in the participation of 
women in the workforce. However, considering 
the circumstances influencing each of these, 
the scope for participation to rise much further 
is in doubt, notwithstanding the increased 
subsidy for childcare in the budget.   

Productivity matters most 

Which brings me to the third P, productivity. 
This is the only one of the three able to 
‘keep on keeping on’ – and, as noted in the 
Productivity Commission study, with a track 
record to prove it when it comes to growth in 
per capita incomes.  

The projections in the budget assume that 
economy-wide labour productivity growth will 
attain the ‘long run average’ rate of 1.5 per 
cent, the only question addressed being how 
long this might take. The trajectory is shown 
to make a significant difference. For example, 
if it takes 5 years longer than the ten year 
base case, real GDP would be nearly 2 per cent 
smaller in 2031-2 and gross debt nearly 4 per 
cent higher (on a very large base number).  

Of greater moment, however, is whether the 
assumed productivity growth rate is achievable 
at all under current policy settings.  

The budget’s 1.5 per cent rate is based on 
the 30 year average. But that period takes in 
the 1990s ‘reform era’, when annual labour 
productivity growth averaged nearly 2 per 
cent. For the productivity cycles since 2003, 
the average has hardly exceeded one per cent. 
If that were to continue over the next decade, 
future GDP would take a hit much bigger than 
the ‘slow’ scenario in the budget papers and 
the outlook for debt would be significantly 
worse.  

Yet it is not clear why Australia’s productivity 
could be expected to do much better than it 
has over the past decade and a half. Indeed, 
the conclusion of a large literature associated 
with respected economists such as Robert J 
Gordon is that slower productivity growth may 
well have become the new normal globally. 

If so, this would up the ante even further for 
pro-productivity reforms. For if the ‘productivity 
frontier’ is  destined to expand more slowly 
than before, it becomes even more important 
that a country operating behind the frontier 
takes every policy opportunity it can to at least 
realise its own productivity potential.
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That Australia is such a country seems clear. 
Yet there has been little public acknowledgment 
of the heightened productivity challenge now 
facing us and its reform imperatives, either in 
the budget papers or in the pronouncements 
of our political leaders. Indeed at Senate 
Estimates last week, the Finance Minister 
suggested that current policy settings would 
be sufficient. 

The policy ‘drivers and enablers’ 

One often hears claims that particular policy 
proposals will boost our economy’s productivity, 
but it is not always apparent how this would 
come about, and in many cases the anticipated 
gains appear illusory.    

An analytical framework long utilized for 
this purpose by the Productivity Commission 
is founded on the proposition that national 
productivity begins in individual workplaces. 
The ‘headline’ numbers for our economy, or 
key sectors within it, represent little more 
than an accumulation of the results achieved 
by the myriad enterprises and productive 
organisations in all sectors of the economy.  

Policies that encourage organisations to be 
cost-conscious and innovative, while not 
inhibiting stronger performers prevailing 
over weaker ones (‘creative destruction’) 
can legitimately be called ‘pro-productivity’. 
Policies having the opposite effect, that inhibit 
efficient adjustment, or unduly constrain or 
distort managerial decision-making and raise 
costs, are ‘anti-productivity’.   

A key insight from the Productivity 
Commission’s framework is that both kinds of 
policy operate through one or more of  three 
channels of influence.  

One is by affecting the incentives for an 
organization to perform well. Policies affecting 
market  competition are obviously the pre-
eminent example, at least in the private 
sector, and the main reform target has 
been government regulations that inhibit 
competitive forces. In the public sector, the 
ongoing challenge is to find ways of promoting 
cost-effective service provision in the absence 
of market pressures, still very much a work in 
progress. 

Governments can also influence the capability 
of organizations, such as through services that 
enhance human capital or through publicly 
provided infrastructure, such as energy, 

telecommunications and other network 
services that are essential inputs to productive 
activity across the entire economy.    

Last but certainly not least, are policy 
measures that affect flexibility – the ability 
of organisations to modify and adapt their 
activities and processes in response to changes 
in their operating environment. These are 
generally regulatory in nature and motivated 
as much by social or environmental objectives 
as economic ones, requiring prior assessments 
of their net impacts, which are rarely done well. 

It follows that in policy terms there can be 
no ‘silver bullet’ to raise an economy’s overall 
productivity. What is needed is a policy 
approach that embraces all three channels of 
influence and is consistently applied.  

An agenda in waiting 

The good news is that notwithstanding the 
extensive structural reforms of the 1980s 
and 90s – and isolated advances since then – 
there remain rich reform pickings in each of 
these areas. That is not to suggest that they 
represent ‘low hanging fruit’. But most do have 
the advantage of being laid out in evidence-
based reports from independent public reviews 
by the Productivity Commission  and others, 
affording them a certain legitimacy and 
credibility. 

The bad news is that while most such reform 
opportunities are therefore known, few have 
been taken forward and, where they have 
been, the success rate for legislative measures 
has been low or initiatives so modified as to 
compromise the original objectives. Worse, in 
a number of areas, instead of building on or at 
least maintaining earlier reforms, things have 
gone backwards.  

As a result, and despite earlier gains, the 
productivity and competitiveness of Australia’s 
economy remains handicapped by: 

• An industrial relations system replete 
with Byzantine complexities, rigidities and 
perversities that foster adversarial relations 
within workplaces and militate against 
productivity enhancing innovations and 
adjustment.

• A taxation system that, notwithstanding 
recent modifications (and those in 
train), continues by OECD standards to 
place too much reliance on distortionary 
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and incentive-killing taxes, particularly 
on business income and economic 
transactions. • An energy sector 
rendered increasingly dysfunctional by a 
proliferation of ad hoc and uncoordinated 
interventions by all governments, such 
that in the space of a decade we have seen 
Australia’s comparative advantage in low 
cost energy forfeited for no discernable 
gain.

• Resource sector regulatory regimes that,  
for the most part, remain unduly complex 
and duplicative, with approval processes 
that are uncertain and far too lengthy.

• Infrastructure and procurement spending 
blighted by weak assessment processes, in 
which value for money can still take second 
place and cost blow-outs of 30-40 per cent 
have become the norm. Infrastructure 
services themselves often lack sufficiently 
independent governance, with many assets 
poorly managed and  lacking cost-reflective 
pricing.

• Land use, zoning and planning regulations 
and processes that unduly inhibit and 
distort development in both urban centres 
and regional areas.

• Public sector services and programs that 
lack design features and incentive systems 
conducive to cost-effective provision and 
have a poor record of achievement. A 
topical example is the NDIS, the costs of 
which are spiraling out of control due to 
permissive criteria and poor gatekeeping. 
More generally, that the whole ‘non-market’ 
part of the economy has been growing so 
fast, aided by the recent budget, makes 
it more important than ever to spend 
well and eliminate waste. The potential 
economic (and fiscal) gains from reforming 
even some of this anti-productivity policy 
morass, enabling the economy to get 
nearer its potential, are large. 

A just-released study by the Centre for 
International Economics considers the possible 
gains from what is seen as a modest subset 
of the reforms on offer, including lowering 
somewhat the tax rate for large businesses 
and addressing some of the most widely 
recognised anti-productivity features of the 
Industrial Relations framework. It finds that 
under a selection of reforms yielding a rise in 
labour productivity growth of one percentage 
point -- restoring it to something closer to 

what was achieved in the 1990s – Australia’s 
GDP in a decade’s time would be around 10 
per cent greater than otherwise (nearly $10 
000 per person). The CIE has calculated that 
these gains from improved productivity growth 
would be equivalent to another mining boom.  

Why not more reform success? 

The issue we have to face up to is why Australia 
has done so poorly on pro-productivity reform 
relative to the 1980s and 90s. Comparisons of 
this kind are often dismissed (if not derided) in 
Canberra with the observation that the political 
obstacles are far greater today, particularly for 
anything that requires passage through the 
Senate.  

The political asymmetries that militate against 
reform – perversely resulting in more power 
for vocal minorities opposing it than passive 
majorities benefiting from it -- have long been 
a fact of political life. It could be described as 
a ‘business as usual’ problem that all reformist 
governments have had to overcome. And of 
course many have done so, including in our 
own country. 

That is not to deny the difficulty of securing 
growth-promoting reforms at a time when 
electorates increasingly value notions of 
equity over efficiency, the environment over 
the economy and the ‘world’ over the nation. 
Or where political leverage in parliaments 
increasingly resides with ‘independent’ 
representatives in the upper house who fancy 
themselves more in the role of policy maker 
than reviewer, and have proven a soft target 
for special-interest groups. 

By the same token, as everyone is very well 
aware, the last decade and a half has been 
marked by two global crises. Crises could 
normally be expected to have made it easier 
to gain support for reform. The much-heard 
slogan ‘Never waste a crisis’ is based on the 
observation that in creating a sense of urgency, 
crises lead people to think differently about 
policy tradeoffs and become more receptive to 
changes in the status quo.  

Unfortunately, Australia wasted the first crisis 
and is in danger of  wasting  the second – 
which if realised would make this a bi-partisan 
achievement. Keys to our past successes 

If reform has indeed become more challenging, 
this would suggest that more effort has to be 
put into approaches or methods found effective 
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in the past. Of fundamental importance among 
the various observed success factors, according 
to the OECD’s report ‘Making Reform Happen’, 
are what it terms an electoral ‘mandate’ and 
the key role of effective communication.  

During the two decades known as the ‘reform 
era’, Australian governments took pains to 
convince the public that reform was urgently 
needed, by explaining the costs and risks of 
the status quo and the potential gains on offer. 
Considerable effort also went into building 
coalitions of support and countering the 
arguments and influence of those  resisting 
reform.  

Achieving greater community support for, or at 
least acceptance of, proposed reforms, has the 
practical benefit of facilitating the passage of 
measures putting these into effect. A striking 
feature of the earlier period was the existence 
of bi-partisan support for a number of key 
reforms. More generally, it is hard to think 
of many legislative proposals having broad 
community acceptance that have failed to get 
the numbers, even in the Senate.  

Integral to the capacity to ‘bring people along’ 
during the reform era was an overarching 
political narrative about the importance of a 
more competitive and productive economy, 
not only to household incomes but also 
to the achievement of desired social and 
environmental outcomes. This narrative was 
consistently promoted and enduring. It helped 
build credibility and trust, and made it easier 
to gain support for individual reforms allied to 
it.  

As the OECD notes, there are other, more 
distinctive elements in the Australian story, 
particularly the extensive use of independent 
reviews to build a credible, evidence-based case 
for change. By and large that part of what the 
OECD calls the Australian Model for reform has 
continued. The key difference with the earlier 
period is how such reviews have been handled 
and, in particular, how the communication side 
has been addressed. What narrative? 

For a start, the more recent period has been 
notable for the lack of a strong narrative in 
support of productivity-enhancing reform. That 
is not to say that its role has been ignored, 
particularly early in the pandemic. For example, 
the Prime Minister remarked in April 2020 that 
the Government was actively reviewing policy 
options to enhance Australia’s productivity 
potential. And a month later, the Treasurer 

made clear its importance when he said:  

Supply-side reform can actually help create 
jobs and strengthen the economy, and that is 
what we are determined to do – to provide a 
boost to aggregate demand where appropriate, 
but to encourage supply-side reform because 
that will be important to the recovery.  

Since then, a boost to aggregate demand 
has certainly been in evidence. But there has 
been little policy action on the supply side of 
the economy, apart from further spending 
initiatives that have been mostly of a short-
term nature.  

Governments can’t do everything and political 
capital is always in finite supply.  Given the 
special features of the COVID recession, it was 
perhaps inevitable that fiscal measures would 
get most of the attention, though the quality 
and scale of spending remains contested. But 
with sections of the economy ‘roaring back’ 
from their induced hibernation, and fiscal policy 
assuming a less stimulatory role, political 
advocacy that supply-side reforms are now 
needed to strengthen the economy beyond the 
recovery seems overdue.  

Indeed, at this point the public might be 
forgiven for concluding that government 
spending was the key not just to recovery from 
this unusual recession, but also our long-term 
growth and prosperity. They may even believe 
that governments actually create wealth rather 
than redistributing it. (As an aside: when was 
the last time we heard a politician admit that 
a new government program was to be funded 
by taxpayers?) 

Better times ahead? 

The virtual disappearance of a pro-productivity 
reform narrative could be interpreted as 
an overly cautious approach to the coming 
federal election. As we saw with the GST, 
advocating reform in an election can challenge 
even the best political communicators. This 
might explain why  some initiatives known to 
have been underway, such as the ‘Regulation 
Taskforce’ and reforms to environmental 
approvals, seem to have dropped off the radar. 
If this is indeed the case, then the sooner the 
election is held the better! 

What prospects of a reform revival? 

As to what might be expected when (or if) the 
time is finally deemed right for a reform push, 



79

Old Problems and New Reform Agenda

there are reasons to ‘curb your enthusiasm’. 

Such a move would essentially be taking place 
from a standing start, without the benefit of 
having been foreshadowed through the crisis. 
Also, any sense of urgency associated with 
the crisis will have lessened. Recent surveys 
show that consumer confidence is already 
rebounding. JobKeeper payments and low 
mortgage rates, plus ongoing restrictions on 
travel, have helped build savings and left many 
households in a financially better position than 
before COVID.  

That said, earlier periods of reform in Australia 
were arguably driven more by a sense of 
impending crisis than the real thing. Coming 
up with a comparable narrative today should 
not be difficult. It would of course require a 
tonal shift from the triumphalism of the Budget 
speech, but given the authenticity of the fiscal 
repair challenge and the prospect of further 
real wage stagnation, it should not take much 
to be convincing.  

A good place to start would be Treasury’s 
forthcoming Intergenerational Report, where 
less upbeat scenarios for productivity and 
immigration would help reset expectations. 
And the second installment of the Productivity 
Commission’s five yearly Productivity Review, 
due out next year, offers a further opportunity 
to take stock and identify reform priorities, 
including in areas discounted previously based 
on presumed political infeasibility.      

The more important issue is whether there is 
sufficient political will to rise to the occasion 
and successfully promote the sort of reform 
program that would make a difference. 
Former Treasurer Peter Costello has reportedly 
observed ‘you cannot lead reform if you don’t 
believe in it’. It has to be said that the signs 
at the Federal level (as well as in most states 
other than NSW) are not encouraging. To the 
extent that there has been a political narrative 
about reform, it has tended to downplay 
its significance. Serious reforms in areas 
considered more challenging, such as taxation 
and energy/carbon, have been dismissed as 
‘vanity exercises’, while other proposals in 
train have been abandoned when faced with 
opposition.  

It remains to be seen whether the extreme 
pragmatism that has become the Government’s 
hallmark, and arguably served it well during 
the pandemic, is up to the reform task that its 
fiscal response has now made imperative. The 
experience thus far, and in particular how the 
new ‘pragmatic’ approach to reform performed 
in the crucial industrial relations domain, 
provide few grounds for optimism.    

Paper for Minerals Week conference 
session ‘Outlook for investment, jobs and 
growth’, Canberra, 2 June 2021.
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Can the lessons from Covid-19 be used to cure cancer, prevent outbreaks and rebuild the economy?

In this informal and highly interactive session, our panel (a virologist/
immunologist, a nanotechnologist and a deputy chief health officer) 
will highlight some of the major scientific and technological advances 
that have occurred during the Covid-19 pandemic and discuss the 

ramifications and opportunities that these will have for Australia and 
modern society in the future.

Can the lessons from Covid-19 
be used to cure cancer, prevent 
outbreaks and rebuild the 
economy?

FRIDAY CASUAL 
DINNER

FRIDAY OCTOBER 28 
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EXECUTIVE SUMMARY: On January 15, 
2021, then-President-Elect Biden sent 
this following letter to Dr. Eric S. Lander, 
his appointee as the President’s Science 
Advisor and nominee as Director of the 
Office of Science and Technology Policy, 
tasking him and his colleagues, working 
broadly and transparently with the diverse 
scientific leadership of American society 
and engaging the broader American 
public, to refresh and reinvigorate our 
national science and technology strategy. 
The letter poses five big questions. 

Dear Dr. Lander: 

In 1944, President Franklin D. Roosevelt 
authored a letter to his science advisor, Dr. 
Vannevar Bush, posing the question of how 
science and technology could best be applied to 
benefit the nation’s health, economic prosperity, 
and national security in the decades that would 
follow the Second World War. Dr. Bush’s response 
came in the form of a report, titled Science—
the Endless Frontier, that would form the basis 
of the National Science Foundation and set the 
course of scientific discovery in America for the 
next 75 years. 

Those years have brought about some of the most 
consequential scientific advancements in human 
history with America leading the way. But three 
quarters of a century later, the contours of our 
lives have changed. Technologies and industries 
have risen and fallen, and the emergence 
of the digital arena has redefined the ways 
we innovate, communicate, and experience 
the world. And the nature of discovery itself 
has changed by leaps and bounds—reaching 
celestial heights, and microscopic complexities, 
that were unimaginable not so long ago. 

For this reason, I believe it is essential that we 
refresh and reinvigorate our national science and 
technology strategy to set us on a strong course 
for the next 75 years, so that our children and 
grandchildren may inhabit a healthier, safer, 

more just, peaceful, and prosperous world. 
This effort will require us to bring together our 
brightest minds across academia, medicine, 
industry, and government—breaking down the 
barriers that too often limit our vision and our 
progress, and prioritizing the needs, interests, 
fears, and aspirations of the American people. 

President Roosevelt asked Dr. Bush to consider 
four specific questions. Today, I am tasking you 
and your colleagues with five. My hope is that 
you, working broadly and transparently with the 
diverse scientific leadership of American society 
and engaging the broader American public, will 
make recommendations to our administration 
on the general strategies, specific actions, and 
new structures that the federal government 
should adopt to ensure that our nation can 
continue to harness the full power of science and 
technology on behalf of the American people. 

1. What can we learn from the 
pandemic about what is possible—
or what ought to be possible— to 
address the widest range of needs 
related to our public health? 

Even as we work urgently to overcome the 
coronavirus pandemic, we must learn from 
this moment by grappling with the challenges, 
inequities, and opportunities we’ve seen in 
order to better prepare for the future.  

How can we dramatically improve our ability 
to rapidly address threats from pathogens, 
including emerging pandemics, potential 
bioweapons, and antibiotic resistance? How can 
we dramatically speed our ability to develop 
and conduct clinical trials of therapies for other 
types of diseases like cancer? How can we 
enable the rapid sharing, with patient consent, 
of health information to build a smarter and 
more effective healthcare system? How can 
we use telemedicine to improve health for all 
Americans?  

2. How can breakthroughs in science 
and technology create powerful new 

A Letter to Dr. Eric S. Lander, the President’s 
Science Advisor and nominee as Director of the 
Office of Science and Technology Policy 

January 20, 2021 
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solutions to address climate change—
propelling market-driven change, 
jump-starting economic growth, 
improving health, and growing jobs, 
especially in communities that have 
been left behind?  

Climate change represents an existential threat 
that requires bold and urgent action. But at 
the same time, the necessity of solving it also 
presents us with an extraordinary opportunity 
to make groundbreaking investments in our 
infrastructure, enhance America’s resilience, 
promote environmental justice, and create 
new cutting-edge industries and millions of 
good-paying jobs that will advance American 
leadership for generations to come.  

Achieving our commitment of net-zero 
carbon emissions by 2050 will require 
deploying existing, cost-effective clean energy 
technologies manufactured in America; drawing 
on innovative solutions to capture and store 
carbon; and spurring American technological 
ingenuity to develop new zero-carbon 
technologies that can reshape the marketplace. 
This effort will fortify our economy for the 
future, create a durable stream of good-paying 
union jobs in communities across the country, 
and reassert American leadership on climate 
change around the globe. 

The United States has a long, successful, and 
bipartisan history of using federal research, 
purchasing, and policies to help jumpstart 
critical industries—including, for example, 
when we pioneered and led the semiconductor 
industry. How can we refresh that model to 
deliver a healthier, safer, more prosperous, 
and sustainable future for our children, while 
preserving our natural environment for future 
generations?   

3. How can the United States ensure 
that it is the world leader in the 
technologies and industries of the 
future that will be critical to our 
economic prosperity and national 
security, especially in competition 
with China? 

From artificial intelligence to synthetic biology, 
new technologies are emerging in increasingly 
rapid cycles that promise to transform our lives. 
Each arrives with a distinct set of promises and 
challenges—and each carries the capacity to 
dramatically impact job creation, equity, and 
national security. 

Other countries—especially China—are 
making unprecedented investments and doing 
everything in their power to promote the 
growth of new industries and eclipse America’s 
scientific and technological leadership. Our 
future depends on our ability to keep pace with 
our competitors in the fields that will define the 
economy of tomorrow. 

The right strategy for the United States will 
necessarily differ from that of our competitors, 
but it will also likely differ from our own past 
playbook. What is the right level of national 
investment, and what are the pillars of a national 
strategy that will rapidly propel both research 
and development of critical technologies? What 
structures, infrastructures, and policies are 
needed to accelerate the path from research 
laboratories to development projects to the 
marketplace? How can we strengthen and expand 
the connections between academia, industry, 
and government, which have historically been 
crucial for advancing technology and protecting 
national security? And, importantly, how do 
we ensure that technological advances create 
rather than diminish high-quality jobs? 

4. How can we guarantee that the 
fruits of science and technology are 
fully shared across America and 
among all Americans?  

The benefits of science and technology remain 
unevenly distributed across racial, gender, 
economic, and geographic lines. How can we 
ensure that Americans of all backgrounds are 
drawn into both the creation and the rewards 
of science and technology? How can we ensure 
that science and technology hubs flourish in 
every part of the country, driving economic 
development in every American hometown? 
How can we ensure that advances in medical 
science benefit the health of all Americans, 
including substantially reducing racial and 
socioeconomic health disparities? 

5. How can we ensure the long-term 
health of science and technology in 
our nation?  

Science and technology have flourished in the 
United States because of a rich ecosystem of 
people, policies, and institutions. This ecosystem 
must be nurtured and refreshed to succeed in a 
rapidly changing world.  

How can we protect scientific integrity within 
government—and make government a premier 
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destination for scientists and technologists 
to work? How can we address stresses on 
academic research labs and promote creative 
models for federal research support? How can 
we reimagine and transform STEM education, 
empowering teachers and deploying technology 
to enhance the educational experience? How 
can we ensure the United States will remain 
a magnet for the best and brightest minds 
throughout the world?  

I believe that the answers to these questions will 
be instrumental in helping our nation embark 
on a new path in the years ahead—a path of 
dignity and respect, of prosperity and security, 

of progress and common purpose. They are 
big questions, to be sure, but not as big as 
America’s capacity to address them. I look 
forward to receiving your recommendations—
and to working with you, your team, and the 
broader scientific community to turn them 
into solutions that ease everyday burdens 
for the American people, spark new jobs and 
opportunities, and restore American leadership 
on the world stage. 

Sincerely, 

JOSEPH R. BIDEN JR. 
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EXECUTIVE SUMMARY: An ‘immuno-
storm chip’ developed by University of 
Queensland researchers could diagnose 
cancer and COVID-19 patients at risk of a 
potentially lethal reaction. 

The device was invented at UQ’s Australian 
Institute for Bioengineering and 
Nanotechnology (AIBN) by Professor Matt 
Trau, Dr Alain Wuethrich and Junrong Li. 

Professor Trau said the chip is designed 
to determine which patients are at risk 
of a potentially lethal ‘cytokine storm’, an 
uncontrolled immune response which damages 
the body’s tissues. 

“Having this early stage diagnostic could help 
healthcare workers triage and closely monitor 
high-risk patients and begin treatment much 
earlier,” Professor Trau said. 

“Whether in a cancer treatment setting or when 
monitoring infectious diseases such as acute 
COVID-19, long-haul COVID-19 and sepsis, the 
chip could provide critical medical information 
that guides important clinical decisions.” 

Cytokines are small proteins that act as 
messengers between cells in the immune 
system. 

“Cytokines play a critical role in triggering 
inflammation by stimulating the movement of 
immune cells toward sites of injury or infection,” 
Professor Trau said. 

“When this becomes uncontrolled and causes 
damage, more cytokines are produced and 
it becomes a vicious cycle, called a ‘cytokine 
storm’. 

“About 80 per cent of cancer patients who 
undergo cutting-edge immune therapy are 
likely to have an adverse response, such as a 
cytokine storm. 

“For reasons we don’t totally understand — 
whether it’s due to genetics or immune history 
— around one per cent of COVID-19 patients 

get a crazy cytokine storm’. 

“It now seems clear that many COVID-19 
deaths are caused by this mechanism, but it 
is very difficult to predict who will develop this 
response. 

"Such adverse immune events are now also 
becoming associated with COVID-19 long-haul 
symptoms." 

The researchers said their chip detects a 
faint but distinctive pattern of cytokines on a 
nanoscale platform with a small blood sample 
several days before the full-blown ‘storm’. 

They created a tiny array of gold pillars and 
attached antibodies that would stick to specific 
cytokines present in a blood sample as small as 
a single drop.   

Gold-silver ‘nanotag’ particles emit bright 
light when they come into contact with single 
captured cytokine molecules, allowing minute 
levels to be detected by conventional and 
inexpensive optical imaging equipment.    

The researchers were able to test the device via 
a collaboration with Dr Andreas Behren at the 
Olivia Newton John Cancer Centre in Melbourne, 
who also provided clinical samples. 

Professor Trau said the chip’s small size meant 
it could eventually be made relatively portable. 

“The immuno–storm chip would allow hospitals 
to focus resources on patients at high-risk of a 
‘cytokine storm’, while low-risk patients could 
potentially be monitored from home. 

“Critically, it could inform doctors to begin or 
to ease treatments by accurately monitoring 
the patient’s immune response, fine-tuning 
a patient’s therapy to alleviate their specific 
excessive immune system response.” 

Professor Trau said the successful demonstration 
of the immune-storm chip technology opened 
up the possibility and partnering with other 
organisations to progress the chip further into 
the clinic. 

Early warning for immune system over-reaction in 
cancer treatment and COVID-19 

Professor Matt Trau and Dr Alain Wuethrich in the laboratory,  
17 February 2021 
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The findings have been published in the 
journal Nature Communications [DOI: 
10.1038/s41467-021-21431-w]. 

Professor Trau is part of AIBN’s Precision 
Nanomedicine research, which is 
revolutionising the way we understand, 
diagnose and treat disease by designing 
technologies that interact with human 
cells and pathogens at the nanoscale 
- thousands of times smaller than the 
width of a human hair. 
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Can mRNA Vaccines Help Treat Cancer? 

January 20, 2022, by NCI Staff 

EXECUTIVE SUMMARY:  The coronavirus 
pandemic has thrown a spotlight 
on messenger RNA (mRNA)—the molecule 
that carries a cell’s instructions for 
making proteins. Hundreds of millions 
of people worldwideExit Disclaimer have 
received mRNA vaccines that provide 
powerful protection against severe 
COVID-19 caused by infection with SARS-
CoV-2.  

As stunningly successful as the mRNA COVID-19 
vaccines have been, researchers have long 
hoped to use mRNA vaccines for a very different 
purpose—to treat cancer. mRNA-based cancer 
treatment vaccines have been tested in small 
trials for nearly a decade, with some promising 
early results. 

In fact, scientists at both Pfizer-BioNTech and 
Moderna drew on their experience developing 
mRNA cancer vaccines to create their 
coronavirus vaccines. Now, some investigators 
believe the success of the mRNA COVID-19 
vaccines could help accelerate clinical research 
on mRNA vaccines to treat cancer. 

“There’s a lot of enthusiasm around mRNA right 
now,” said Patrick Ott, M.D., Ph.D., who directs 
the Center for Personal Cancer Vaccines at the 
Dana-Farber Cancer Institute. “The funding and 
resources that are flowing into mRNA vaccine 
research will help the cancer vaccine field.”  

Dozens of clinical trials are testing mRNA 
treatment vaccines in people with various types 
of cancer, including pancreatic cancer, colorectal 
cancer, and melanoma. Some vaccines are 
being evaluated in combination with drugs 
that enhance the body’s immune response to 
tumors.  

But no mRNA cancer vaccine has been approved 
by the US Food and Drug Administration for use 
either alone or with other cancer treatments.  

“mRNA vaccine technology is extremely 
promising for infectious diseases and may lead 
to new kinds of vaccines,” said Elad Sharon, M.D., 
M.P.H., of NCI's Division of Cancer Treatment 
and Diagnosis. “For other applications, such 
as the treatment of cancer, research on mRNA 

vaccines also appears promising, but these 
approaches have not yet proven themselves.”  

With findings starting to emerge from ongoing 
clinical trials of mRNA cancer vaccines, 
researchers could soon learn more about the 
safety and effectiveness of these treatments, 
Dr. Sharon added.  

How do mRNA vaccines work?  

Over the past 30 years, researchers have 
learned how to engineer stable forms of mRNA 
and deliver these molecules to the body through 
vaccines. Once in the body, the mRNA instructs 
cells that take up the vaccine to produce proteins 
that may stimulate an immune response against 
these same proteins when they are present in 
intact viruses or tumor cells. 

Among the cells likely to take up mRNA from 
a vaccine are dendritic cells, which are the 
sentinels of the immune system. After taking 
up and translating the mRNA, dendritic 
cells present the resulting proteins, or antigens, 
to immune cells such as T cells, starting the 
immune response.  

“Dendritic cells act as teachers, educating T 
cells so that they can search for and kill cancer 
cells or virus-infected cells,” depending on the 
antigen, said Karine Breckpot, Ph.D., of the Vrije 
Universiteit Brussel in Belgium, who studies 
mRNA vaccines. 

The mRNA included in the Pfizer-BioNTech and 
the Moderna coronavirus vaccines instructs cells 
to produce a version of the “spike” protein that 
studs the surface of SARS-CoV-2. 

The immune system sees the spike protein 
presented by the dendritic cells as foreign 
and mobilizes some immune cells to 
produce antibodies and other immune cells to 
fight off the apparent infection. Having been 
exposed to the spike protein free of the virus, 
the immune system is now prepared, or primed, 
to react strongly to a subsequent infection with 
the actual SARS-CoV-2 virus.  

Cancer research led to speedy development of 
mRNA vaccines 
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When the pandemic struck, mRNA vaccine 
technology had an unexpected opportunity 
to demonstrate its promise, said Norbert 
Pardi, Ph.D., of the University of Pennsylvania 
Perelman School of Medicine, whose research 
focuses on mRNA-based vaccines.  

“The production of mRNA vaccines today is easy, 
fast, and can be scaled up as needed,” Dr. Pardi 
continued. The same manufacturing procedure 
can be applied to any mRNA sequence, he 
added.   

Historically, the process of developing vaccines 
has taken 10 to 15 years. But both the Pfizer-
BioNTech and the Moderna COVID-19 vaccines—
the latter of which was developed in collaboration 
with NIH—were designed, manufactured, and 
shown to be safe and effective in people in less 
than a year.  

“To develop an infectious disease vaccine during 
a pandemic, you need to be fast,” said Lena 
Kranz, Ph.D., co-director of Cancer Vaccines at 
BioNTech. “The current pandemic has confirmed 
our hypothesis that mRNA technology is well 
suited for fast vaccine development and rapid 
manufacturing on a global scale.” 

The groundwork for the speedy design, 
manufacturing, and testing of the mRNA 
COVID-19 vaccines was established through 
decades of work on cancer vaccines. During 
this period, immunotherapy, including drugs 
such as immune checkpoint inhibitors, emerged 
as a new approach to treating cancer, leading, 
in some people, to dramatic and long-lasting 
responses. 

“There’s a lot of synergy between research on 
immunotherapy and mRNA cancer vaccines,” 
said Robert Meehan, M.D., senior director of 
clinical development at Moderna. “Vaccines are 
building on the success of immune checkpoint 
inhibitors and expanding our knowledge of the 
underlying biology.” 

Modifying and protecting the 
cargo of mRNA vaccines  

Technologies that can deliver mRNA to 
the body are essential for the success of 
these vaccines. If an mRNA sequence were 
injected into the body without some form of 
protection, the sequence would be recognized 
by the immune system as a foreign substance 
and destroyed.  A solution employed by 
some investigational cancer vaccines is to 

encase the mRNA in lipid nanoparticles, 
which are tiny spheres that protect the mRNA 
molecules. Other delivery vehicles include 
liposomes, which are also a type of vesicle, or 
bubble.  

“The most advanced mRNA-based vaccine 
platform uses mRNA encapsulated in lipid 
nanoparticles,” said Dr. Pardi. Now that the Pfizer-
BioNTech and the Moderna coronavirus vaccine 
trials have demonstrated the effectiveness 
of lipid nanoparticles, the technology could 
certainly be used in future cancer vaccine trials, 
he added.     

Another key feature of the Pfizer-BioNTech 
and the Moderna coronavirus vaccines is the 
use of modified forms of mRNA, according to 
Jordan Meier, Ph.D., of NCI’s Center for Cancer 
Research, who studies mRNA modifications.  

The mRNA in these vaccines incorporates 
pseudouridine, which is a modification of a 
naturally occurring nucleoside. Nucleosides are 
the building blocks of mRNA, and the order of 
specific nucleosides determines the instructions 
that mRNA gives to the protein-making 
machinery in cells.  

“The [pseudouridine] modification seems 
to make the mRNA itself almost invisible 
to the immune system,” said Dr. Meier. The 

Structure of an mRNA lipid 
nanoparticle, with the mRNA inside 

(red ribbon–like structure) and a 
surrounding layer of fat molecules 

called PEG-lipids.  

Credit: Adapted from Vaccines. January 
2021. https://doi.org/10.3390/

vaccines9010065. CC BY 4.0.



89

Can the lessons from Covid-19 be used to cure cancer, prevent outbreaks and rebuild the economy?

modification does not alter the function of the 
mRNA but may enhance the effectiveness of the 
vaccines, he added.  

Cancer researchers have been testing both 
modified and unmodified forms of mRNA in 
their investigational treatment vaccines. More 
research is needed to better understand the 
relative advantages of each approach for the 
development of cancer vaccines, Dr. Meier said.  

Developing and testing 
personalized mRNA cancer 
vaccines 

For more than a decade, cancer researchers 
have been developing a type of treatment 
known as a personalized cancer vaccine using 
various technologies, including mRNA and 
protein fragments, or peptides.  

The investigational mRNA vaccines are 
manufactured for individuals based on the 
specific molecular features of their tumors. It 
takes 1 to 2 months to produce a personalized 
mRNA cancer vaccine after tissue samples 
have been collected from a patient.  

“Speed is especially important for individualized 
cancer vaccination,” said Mathias Vormehr, 
Ph.D., codirector of Cancer Vaccines at 
BioNTech. “A highly individualized vaccine 
combination must be designed and produced 
within weeks of taking a tumor biopsy.” 

With this approach, researchers try to elicit an 
immune response against abnormal proteins, 
or neoantigens, produced by cancer cells. 
Because these proteins are not found on 
normal cells, they are promising targets for 
vaccine-induced immune responses.  

“Personalized cancer vaccines may teach the 
immune system how cancer cells are different 
from the rest of the body,” said Julie Bauman, 
M.D., deputy director of the University of 
Arizona Cancer Center. 

Dr. Bauman is co-leading a clinical trial testing 
a personalized mRNA vaccine in combination 
with an immune checkpoint inhibitor in patients 
with advanced head and neck cancer. The 
study initially included patients with colorectal 
cancer, but this group did not appear to benefit 
from the therapy.  

For patients with head and neck cancer, 
however, the early results were positive. 
Among the first 10 participants, 2 patients had 

all signs of their tumors disappear following 
treatment, known as a complete response, and 
another 5 had their tumors shrink.  

“We were surprised to see two complete and 
enduring responses in our first group of patients 
with head and neck cancers,” said Dr. Bauman, 
noting that the study has been expanded to 
include 40 patients with the disease.  

“The number of patients treated is small, but 
we are cautiously optimistic,” she added. The 
study is sponsored by Moderna, which makes 
each personalized vaccine in about 6 weeks. 

The manufacturing process starts with 
the identification of genetic mutations in 
a patient’s tumor cells that could give rise 
to neoantigens. Computer algorithms then 
predict which neoantigens are most likely to 
bind to receptors on T cells and stimulate an 
immune response. The vaccine can include 
genetic sequences for up to 34 different 
neoantigens. 

The promise of personalized immunotherapy 
with mRNA vaccines is “being able to activate T 
cells that will specifically recognize individual 
cancer cells based on their abnormal molecular 
features,” said Dr. Bauman. 

Advancing the science of mRNA 
cancer vaccines 

“A lot of immunotherapies stimulate the 
immune response in a nonspecific way—that 
is, not directly against the cancer,” said Dr. Ott. 
“Personalized cancer vaccines can direct the 
immune response to exactly where it needs to 
be.” 

Some companies are also investigating mRNA 
cancer vaccines that are based on collections 
of a few dozen neoantigens that have been 
linked with certain types of cancer, including 
prostate cancer, gastrointestinal cancers, and 
melanoma. 

In addition to clinical trials, fundamental 
research on mRNA cancer vaccines continues. 
Some investigators are trying to enhance the 
responses of immune cells to neoantigens 
in mRNA vaccines. One study, for example, 
aims to improve the responses of T cells that 
become exhausted while attacking tumors.  

A challenge for the field is learning how best 
to identify neoantigens for personalized mRNA 
cancer vaccines, several researchers said.   
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“There’s still a lot we need to learn and many 
questions to answer,” Dr. Ott said. It’s not yet 
clear, for example, how personalized cancer 
vaccines should be best combined with other 
treatments, such as immune checkpoint 
inhibitors, he added.  

As cancer researchers pursue these questions, 
other investigators will be developing 
knowledge from the growing number of people 
around the world who are receiving mRNA 
coronavirus vaccines.  

Insights about the composition of mRNA or 
the way mRNA is packaged that emerge from 
studies of viruses could potentially inform work 
on cancer vaccines, said Dr. Breckpot. 

“Unfortunately, it took a pandemic for there to 
be broad acceptance of mRNA vaccines among 
the scientific community,” she added. “But the 
global use of COVID-19 mRNA vaccines has 
demonstrated the safety of this approach and 
will open doors for cancer vaccines.”  
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Primal Screams: How the Sexual Revolution Created Identity Politics 

Primal Screams: How the Sexual 
Revolution Created Identity Politics 

BREAKFAST 
SESSION A

Liberal societies are retreating from a commitment to the individual 
in favour of giving priority to the group. This retreat is played out 
in the politics of identity – accompanied by a preoccupation with 
'harm', 'hate speech', and microaggressions' – marked by a state of 

perpetual outrage intended to expose the ideologically impure.   

How did we become so divided against one another? US cultural critic, Mary 
Eberstadt, argues that humans have long forged their identities within the 
structure of the extended family. But many Western societies, including 
Australia, are faced with the unprecedented decline of the family.    

Join Mary Eberstadt in conversation with Peter Kurti, as they discuss her 
book, Primal Screams: How the sexual revolution created identity politics, 
and how best we can respond to the threat posed by identity politics.  

SATURDAY OCTOBER 29 
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China's Digital Challenge

Xi Jinping’s campaign against private enterprise is not just about 
reining in a few big tech and other companies. He is trying to 
roll back China’s decades-long evolution toward Western-style 
capitalism and put the country on a different path entirely.  

What does this campaign mean for China's massive fintech footprint, led 
by firms like Ant Financial and Tencent with on-again, off-again support 
from the Chinese government? And how does China's world-first central 
bank digital currency, the e-CNY, complement or compete with China's 
existing micropayments giants? Chinese fintech may not make a big 
impression on mature economies like Australia's, but it is much more 
visible in the less-developed countries of Southeast Asia, Africa, the 
Middle East, and Latin America.  

The big risk for China is that the push winds up suppressing much of 
the entrepreneurial energy that has powered China’s boom and years 
of innovation. For foreign businesses, the campaign likely means more 
turbulence ahead. 

China's Digital Challenge  

BREAKFAST 
SESSION B

SATURDAY OCTOBER 29 



Consilium 2022

94

The party’s over: China clamps down on its tech 
billionaires  

Vincent Ni, The Guardian, 22 August 2021.    

EXECUTIVE SUMMARY: The startling rise 
to wealth of the nation’s entrepreneurs 
has been an affront to Beijing’s political 
philosophy and increasingly, a threat to 
the communist party  

In a Politburo group study session on 23 
November 2015, China’s president, Xi Jinping, 
recommended the book Capital in the Twenty-
First Century by the French economist Thomas 
Piketty. “The rich data he used demonstrated 
that … unrestrained capitalism accelerates 
wealth inequality … [His] conclusion is worth 
us pondering on.”  

Back then, Piketty’s work on inequality was 
reported all over the world and sparked soul-
searching among elites from Wall Street to 
Main Street. Some were surprised that Xi was 
paying attention, too.  

Since his ascent to power in 2012, Xi has 
discussed the issue of inequality on several 
occasions. Early this year, he told his provincial 
ministerial-level cadres that achieving common 
prosperity was “not just an economic issue, 
but a significant political one that matters to 
the party’s basis to rule”.  

In the four decades since Xi’s predecessor 
Deng Xiaoping enabled economic liberalisation, 
booms in manufacturing and technology have 
allowed a select few in China to amass vast 
fortunes. But the tables are turning, with 
Beijing’s regulators mounting almost daily 
attacks on private power bases, in particular 
the technology titans, whose influence has 
begun to stretch far beyond Asia.  

Since February, close to $1 trillion has been 
wiped off the value of Chinese companies. 
The Nasdaq Golden Dragon index, which 
tracks the largest of about 250 Chinese firms 
listed in New York, was down more than 50% 
from its February peak last week. Investors 
fear a standoff between regulators on both 
sides of the Pacific could eventually lead to the 
delisting of Chinese stocks from US markets.  

From London to New York, investors are 
wondering what lies ahead. Is Xi simply 

redressing the balance between corporations 
and citizens, or is he set on bringing China’s 
private sector back under state control?  

Last Monday, another week of actions 
began with a vow by top cadres to “regulate 
excessively high incomes and encourage high-
income groups and enterprises to return more 
to society”. A high-level meeting concluded 
that while the party had allowed some people 
to “get rich first”, it was now time to prioritise 
“common prosperity for all”.  

“Under Mao Zedong, everyone in China was 
poor. Under Deng Xiaoping, people remember 
the catchphrase ‘to get rich is glorious’; but 
Deng also said that, ultimately, China will have 
to achieve common prosperity,” said Yang 
Li, a China researcher at the Paris School of 
Economics’ World Inequality Lab, who has co-
authored papers with Piketty. “Now that China  
has reached middle-income status, Xi thinks it’s 
time to deliver the latter part of Deng’s mantra: 
to ultimately achieve common prosperity.”  

The strategy served another purpose, he said: 
shoring up popular support for the party’s 
continued rule.  

“Enhancing equality and inclusive growth are 
by themselves noble goals,” said Yuen Yuen 
Ang, who studies China’s political economy 
at University of Michigan, Ann Arbor, “but the 
crucial question is: what is the right way to 
achieve them?”  

China’s tech bosses are among its wealthiest 
citizens, and they are very much in Xi’s sights. 
The boss of social and gaming giant Tencent, 
Pony Ma, is estimated by Forbes to be worth 
$43bn (£31bn). His peer Jack Ma, founder of 
Alibaba, is not far behind at $41bn.  

With money have come power at home and 
influence abroad, both of which pose a threat 
to the Communist party, analysts say. China’s 
technologies increasingly shape the western 
world, from Alibaba in global trade, linking 
western buyers with exporters of goods made 
in China , to TikTok in popular culture, to online 
gaming, where Tencent has an interest in some 
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of the most successful European developers.  

“The recent regulatory crackdowns also send 
a chilling message to enterprising Chinese 
business people, whose contributions to the 
economy are far bigger than many state-
owned firms,” said Dexter Roberts, senior 
fellow at Atlantic Council’s Scowcroft Center for 
Strategy and Security.  

“Chinese economists have long wondered 
whether the tech sector would be Xi’s next 
move in addressing the issue of wealth 
distribution,” said Roberts, who is also the 
author of The Myth of Chinese Capitalism. “In 
this sense, it’s unsurprising that this is now 
happening. After all, these tech firms are the 
symbol of excessive wealth in China.”  

Specific policies are expected to follow. Last 
Thursday, in a front-page article in the official 
Economic Daily newspaper, two researchers 
from a top university in Zhejiang province – 
where Xi was party secretary from 2002 to 
2007 – called for increased taxes on high-
income earners.  

Big businesses are listening attentively, 
too. Less than 24 hours after last week’s 
announcement, Tencent, one of the largest 
internet companies in the world, pledged to 
create a 50bn yuan (£5.6bn) fund to help 
achieve “common prosperity” of the nation.  

Tencent has been walking a tightrope. Earlier 
this month, the company announced fresh 
restrictions on the amount of time children can 
spend playing its online games shortly after 
state media labelled gaming “spiritual opium”.  

But the Shenzhen-based giant is far from 
being the sole target. Last October, Alibaba’s 
fintech spinoff Ant Group suspended its IPO 
shortly before it went public, after high-flying 
founder Jack Ma expressed dissent against 
regulators. Last winter, Ma made global 
headlines for his sudden disappearance from 
the public eye – a three-month absence that 
sent chills through the business community.  

In July, the country’s largest ride-hailing 
company, Didi, became a regulatory target less 
than 48 hours after it floated in New York. It 
was ordered to withdraw from app stores and 
banned from accepting new users pending a 
review of security risks and data management. 
The news wiped $22bn from its market value. 
The Securities and Exchange Commission, 
which regulates US stock markets, responded 

by insisting Chinese companies disclose 
whether they had permission to list abroad.  

Individuals have been affected, too. Last 
July, Colin Huang, founder of e-commerce 
platform Pinduoduo, stepped down as 
chief executive. He later relinquished his 
chairmanship. And in May, Zhang Yiming, 
boss of TikTok’s parent company, Bytedance, 
announced his resignation to focus on “reading 
and daydreaming”.  

New rules are springing up apace. Last 
Friday, China passed a strict privacy law that 
some analysts say resembles Europe’s General 
Data Protection Regulation – perhaps the 
world’s most robust online privacy protections.  

Some see recent events in the tech sector as 
government doing its job. “China would still like 
to promote tech development; but at the same 
time, to prevent abusing data power by private 
parties and to ensure national security,” said 
Ma Ji, a senior lecturer at Peking University’s 
school of transnational law.  

But Roberts thinks a new form of state 
capitalism is taking shape. “In addition to 
being egalitarian, it is defined by a top-down 
approach to the economy, government-directed 
and supported by industrial policies with the 
goal of creating a far more self-sufficient 
country – and, critically, one that continues to 
grow rapidly,” he said.  

That self-sufficiency might have to include 
sources of capital. Cutting off the flow of dollars 
– or starting to stem them – may be a price 
Beijing is willing to pay for greater control, 
Roberts added.  

For much of the past decade, US and Chinese 
securities regulators have been engaged in a 
quiet yet intense dispute over who has access 
to audits of US-listed Chinese companies. The 
push for tighter regulation followed accounting 
scandals that saw a raft of firms leave US 
markets a decade ago.  

In frustration at the lack of progress, the US 
Congress last year passed the Holding Foreign 
Companies Accountable Act, which gives 
publicly traded companies three years to open 
their books to US auditing watchdogs or face 
delisting . The legislation was enacted during 
the Trump era, but a change of president has 
not halted its progress. In March, the SEC said 
it would take steps to enforce the audits.  
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However, China has countered with its own 
legislation, barring businesses from giving 
foreign regulators access to their accounts 
without prior approval. Efforts to find a 
negotiated solution have run aground. A vast 
amount of capital is at risk if the situation is 
not resolved. Despite recent selloffs, the value 
of Chinese companies on US markets still totals 
$1.5tn.  

In the short term, the outcome could hurt 
investors more than the companies. Directors 
could opt to take advantage of bombed-out 
share prices to buy out US investors. In a less 
orderly retreat, shareholders will be left with 
nothing if firms are simply delisted.  

Some big beasts are well prepared with 
secondary listings elsewhere. Alibaba raised 
$11bn when it listed in Hong Kong in November 
2019.  

In the long term, the nation’s entrepreneurial 
energy might be dimmed, said Ang at 
the University of Michigan. She thinks that 
a redistribution of power and wealth may 
be a valid objective, but the methods raise 
concerns. “China’s recent history has shown 
that central commands and crackdowns do not 
work, because they suppress private initiative 
and innovation,” she said. “The better way of 
promoting inclusive growth is by expanding 
public services provision. This requires 
resolving the central-local fiscal imbalance, 
so that local governments can deliver social 
welfare sustainably.”  

Writing last month, economist and Yale fellow 
Stephen Roach called the Chinese government’s 
recent actions an effort to “control the energy 
of animal spirits”. “Chinese authorities are now 
using the full force of regulation to strangle 
the business models and financing capacity of 
the economy’s most dynamic sector,” he said. 
“Without entrepreneurial energy, the creative 
juices of China’s new economy will be sapped, 
along with hopes for a long-promised surge of 
indigenous innovation.”  

How the mighty have fallen  

Tencent is a globally established technology 
company with online products including 
entertainment, video games and artificial 
intelligence. Its services range across social 
networking, web portals, e-commerce, mobile 
games, internet services, payment systems, 
smartphones, and multiplayer online games. 
It also owns the majority of China’s music 
services, with more than 700 million active 
users and 120 million paying subscribers. In 
2018, it became the first Asian tech firm to 
surpass $500bn in market value, though the 
recent declines have erased more than $100bn 
from that valuation.  

Alibaba is a multinational technology company 
that specialises in e-commerce and retail. On 
19 September 2014, its initial public offering 
(IPO) on the New York Stock Exchange raised 
US$25bn, giving the company a market value 
of US$231bn. It was, at the time, by far the 
largest IPO in history.  

Often referred to as China’s Amazon, Alibaba 
is, along with Tencent, among the 10 most 
valuable corporations in the world. By June this 
year, Alibaba had a total of 828 million annual 
active buyers in China.  

Didi is a Chinese vehicle-hire company 
headquartered in Beijing, with more than 550 
million users and tens of millions of drivers. 
The company provides app-based transport 
services, including taxi hailing, private car 
hailing, social ride-sharing and bike sharing. It 
also offers on-demand delivery services, and 
automobile services such as sales, leasing, 
financing, maintenance, fleet operation and 
electric vehicle charging. It also co-develops 
vehicles with carmakers.  
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Have we lost control of our classrooms

The promise of equality of educational opportunity remains 
unfulfilled if disadvantaged students don’t have the best possible 
schooling. Yet, our advantaged students are also those who are 
least likely to have benefited from well-run classes and schools. 

This harms students’ learning and ultimately compounds educational 
disadvantage. 

Top teaching starts with having well-run and orderly classrooms. But 
Australian classrooms are among the most disorderly in the world. 
Too many Australian teachers and schools don’t provide the conditions 
for students to learn. To make matters worse, many educators are 
ideologically opposed to correcting poor behaviour in schools. Schools 
are no longer a place of order and disciplinary authority. Today, it’s 
educators who fear the students. 

Are Australian schools doing enough to promote positive behaviours? Do 
schools have their hands tied in imposing discipline? Does poor behaviour 
start in the home and need a solution from beyond the school gate? Is 
today’s generation too hard to tame?

Have we lost control of our 
classrooms? 

PLENARY 
SESSION 4

SATURDAY OCTOBER 29 
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EXECUTIVE SUMMARY: At the Michaela 
Community School near Wembley, in 
north-west London, there are no mobile 
phones, detentions are given for the 
slightest misdemeanour and a disused car 
park is the no-frills playground. 

The high school is famed for being Britain’s 
strictest, and its headmistress, Katharine 
Birbalsingh, pulls no punches.“We have the 
same issues that you have in Australia: poor 
behaviour and poor learning outcomes, in 
particular for disadvantaged children,” she 
told The Sydney Morning Herald and The Age. 

Katharine Moana Birbalsingh is a British teacher 
and education reformer who is the founder and 
head teacher of Michaela Community School. 

Birbalsingh espouses traditional teaching 
and believes in military-style discipline: 
students walk the corridors in silence and get 
detentions for forgetting a pencil case, ruler or 
not turning in their homework. Times tables 
are taught by rote. Progressive education 
methods are shunned. Gratitude is practised 
and expectations are high. 

“I’m not wandering up and down the corridors 
with whips and chains, obviously,” she says. 
“People say [discipline] is mean. I’d say 
what is mean is keeping a child illiterate and 
innumerate.” 

Birbalsingh, who was recently appointed chair 
of the UK’s social mobility commission, was 
thrust into the spotlight after giving a speech 
at the 2010 Conservative Party conference 
where she warned the education system was 
“broken because it keeps poor children poor”. 
Four years later, after battling a barrage of 
detractors and critics, she opened the Michaela 
school in a dreary converted office block based 
in the disadvantaged borough of Brent. 

The school’s explicit teaching methods, no-
excuses behaviour policy and direct instruction 
style divide opinion. Tough-love behaviour 
systems (slouching in class is off-limits, toilet 
breaks are timed) has attracted controversy 
and critics. 

However, it has also drawn praise from experts 
including Programme for International Student 
Assessment boss Andreas Schleicher who has 
described the school as creating “discipline 
created through structure, predictability 
and ownership. The children I met appeared 
happy and confident.” And its results place it 
well above average when compared to other 
similar schools, with graduates going off to 
universities including Oxford and the London 
School of Economics. 

Birbalsingh, labelled Britain’s strictest 
headteacher, is firm that the school’s behaviour 
policies, including the silent corridor rule, 
minimise bullying and maximise teaching time. 

“In schools with disadvantaged children 
sometimes you can find poor behaviour, and it 
can be constant disruption. As a disadvantaged 
child school is your one route out, your way of 
being able to be socially mobile. And if school 
lets you down, then that’s it.” 

Katharine Birbalsingh has been billed Britain’s 
strictest headteacher. 

“We expect everyone to do their homework. If 
standards are lowered for certain children, who 
will inevitably be the disadvantaged children, 
then those children will never succeed.” 

She rejects “progressive” teaching methods, 
where desks are grouped and students “lead 
the learning”. Teachers at Michaela have 
a single voice in the classroom and there is 
silence for reading, writing and practice. 

“You have got to have lots of knowledge about 
something to think differently about it. When 
you teach children as a traditionalist you can 
still break up explanations and have a bit of turn 
to your partner work and class discussions.” 

Tight rules around smartphones and social 
media are also critical, she says. At an 
education conference this year she told the 
audience: “If we genuinely want things to be 
fairer, and we want our disadvantaged children 
to be socially mobile, the best thing is getting 
them not to have a smartphone.” 

Britain’s ‘strictest headmistress’ on what schools 
should do differently 

By Lucy Carroll October 9, 2022 
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Students are encouraged to hand over their 
mobile phones where they are put in a school 
safe for days, weeks or months. 

Michaela, one of about 600 “free schools” in 
the UK, was singled out last month by NSW 
Premier Dominic Perrottet in a speech for 
the James Martin Institute as a school with a 
“rigorous culture of high expectations, high 
behavioural standards and back-to- basics 
teaching that [has] propelled disadvantaged 
students to extraordinary achievement. I want 
the same outcomes for our kids.” 

“When students are held to reasonable 
standards of behaviour and respect – they 
perform better, and they are happier,” he 
said. It came after NSW announced a global 
recruitment search for a chief behaviour 
adviser, as schools across sectors battle 
worsening student conduct. 

This month, Birbalsingh, who was a teacher for 
more than a decade in inner-London schools 
before starting Michaela, will appear at the 
Centre for Independent Studies in Sydney on a 
discussion about building world-class schools. 

She emphasises that her school, next to the 
jubilee and metropolitan line (the train can 
be heard rattling loudly in the bare-bones 
schoolyard), looks “quite simple”. 

“We’ve not covered the walls with lots of 

pictures and things. People don’t realise, when 
I was a younger teacher, I spent all of my time 
decorating. I use my fire engine red paint for 
the border around my bulletin board and would 
put up lovely dark blue paper with a golden 
border around it and I would pay myself to 
create big laminated sheets with instructions. 

“I should have as my time planning better 
lessons... I shouldn’t have been spending my 
time on that. And sometimes we all spend 
our time on things that don’t have as much 
impact.” 

Oliver Lovell, a Melbourne-based maths teacher 
who visited the school last month, said while 
it was hard to overstate the positive impact 
of Michaela’s instruction on disadvantaged 
students, there were potential costs when a 
particular educational approach is passionately 
pursued. 

“Some have argued that highly structured 
instructional methods reduce learner 
independence which has negative impacts 
when the structure is removed at university 
and beyond. I’m glad that we have a diversity 
of schools, including Michaela, so that we 
can begin to gain clearer answers to these 
important questions.” 

Lovell said one of the most striking aspects to 
the school was seeing how the lack of student 
disruptions “frees up teacher time”. 
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EXECUTIVE SUMMARY: Dominic Perrottet 
has praised the UK’s Michaela Community 
School, England’s “strictest” school where 
students chant lines from Julius Caesar as 
they march to lunch and get detention for 
forgetting their pencil, as an example of 
what NSW schools should seek to emulate. 

In a speech to the James Martin Institute on 
Wednesday, the NSW Premier advocated a 
back-to-basics education system that focused 
on good behaviour, respect and far greater 
parental involvement in schooling including 
handing out a copy of the curriculum at the 
beginning of the year and a list of texts for high 
school students. 

School students need to get back to basics, says 
NSW Premier Dominic Perrottet.  Rhett Wyman 

Mr Perrottet described declining academic 
outcomes over the past two decades as a “matter 
of urgent necessity”. He said accumulated 
reforms being implemented in the state were 
establishing “a new trajectory for education”. 

He praised the Gonski reforms for putting 
more money into public schools but said new 
policies were needed to drive improved student 
outcomes. 

These included reducing clutter in the 
curriculum. 

“I want more reading, writing and arithmetic, 
less puppetry, politics and wearable art,” Mr 
Perrottet said. 

Mr Perrottet highlighted the controversial 
Michaela Community School in the UK as a 
“celebrated example” where “students were 
held to reasonable standards of behaviour 
and respect”, which led to improved academic 
performance. 

Michaela is a free, non-selective, non-
government school that was set up by 
Katharine Birbalsingh in North London. It has 
a “no excuses” policy that includes detentions 
for arriving minutes late to school, for not 
completing homework, for messy work and a 

myriad of other transgressions such as turning 
around in class after being told not to. 

Mr Perrottet said he would appoint a chief 
behaviour adviser to work across all three 
school sectors – government, Catholic and 
independent – “to advise and support schools 
on setting and maintaining high standards of 
behaviour and respect”. 

He will also increase the number of behaviour 
specialists in public high schools from 75 to 200 
and institute the NSW Premier’s Respect Awards 
“to champion the best role models of respect 
and positive behaviour among our students”. 

Mr Perrottet said one in seven children reported 
mental health issues – “triple the rate of 
Baby Boomers” – and that his focus on good 
behaviour and respect would improve academic 
performance. 

Teaching phonics will continue to be compulsory 
for kindergarten to year 10 and mandatory 
screening checks for phonics will be conducted 
on all year 1 students in public schools. 

Phonics teaches children to read by helping 
them to identify and pronounce sounds which 
blend together to make words. For years 
Australian educators have been involved in a 
phonics-versus-whole-word debate as to which 
is the best to teach reading. 

While Mr Perrottet said making phonics 
compulsory had resulted in an increase in 
the percentage of year 1 students “meeting 
the expected achievement score from 43 per 
cent to 56.7 per cent”, a landmark study from 
University College London said the teaching 
of phonics in UK schools was “uninformed 
and failing children” and that teachers should 
be able to use a range of techniques to teach 
reading. 

On the issue of providing parents with a copy 
of the curriculum and list of texts, Mr Perrottet 
said, “parents don’t have to read it”. 

“This isn’t homework,” he said. 

Good behaviour and respect are back on the school 
agenda: Perrottet 

Julie Hare Education editor, September 28, 2022
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EXECUTIVE SUMMARY: Teacher education 
has been overtaken by ideologies that 
frown on punishment and take a "romantic" 
view of children as pure and uncorrupted. 

"Teachers tell me they feel let down by teacher 
education." Greg Ashman, author and education 
researcher. Luka Kauzlaric 

The comment comes from education author and 
commentator Greg Ashman who researches 
teaching techniques globally. 

He was responding to a report from the Centre 
for Independent Studies that showed students 
from disadvantaged schools performed 
poorly in classes where there was a high 
level of disruption and to the OECD Index of 
Discipline in schools which shows Australia near 
the bottom of a list of 67 countries. 

Mr Ashman, who is head of research at Ballarat 
Clarendon College and the author of The 
Truth about Teaching said teaching faculties 
at Australian universities subscribed to the 
philosophy that if kids were disruptive it was the 
fault of the teacher for not being "interesting 
enough". 

In reality students misbehave for all sorts of 
reason which can be external to the classroom 
and the role of the teacher was not the problem. 

"Teachers tell me they feel let down by teacher 
education. It's ideological and it tells them if you 
plan well enough kids will be interested enough 
and they will behave." 

"But negative consequences have to be there 
for bad behaviour. Sometimes it can be the 
language a teacher uses. You have to be able to 
use sanction in the classroom." 

The report from the Centre for Independent 
Studies showed a corelation between disruption 
in classes and falling mathematics scores for 
students in Australian secondary schools. 

Mr Ashman says learning to read or studying 
maths is not natural for kids. Virginia Star 

The OECD report on levels of discipline in 
classrooms (2016, latest data) ranked Australia 

6th from the bottom in a list of major nations, 
below Bulgaria and close to Tunisia. Japan and 
Korea were at the top of the list. The UK, New 
Zealand and Australia were all well below the 
OECD average. 

Mr Ashman said all three countries shared a 
teacher education strategy which stressed the 
dynamics of a one on one relationship between 
teachers and students. 

But in a classroom of 30 kids this was not 
practical. 

"The idea is you have to immerse kids in 
experiences and "natural" behaviours and to 
follow the lead of the child.  But learning to read 
or studying maths is not natural for kids." 

He said discipline did not need to be about 
punishment. It was about creating routines and 
structures for students to follow. 

Or using positive reinforcement with tangible 
rewards for good behaviour as simple as saying 
"good job" or smiling at a student who did well. 
Bad behaviours had to be dealt with quickly, 
starting with a warning. 

He said the UK had been improving its 
performance on discipline which he attributed 
to the rise of charter schools where principals 
had leeway to act outside the behaviour-rules 
of government schools. 

The Centre for Independent Studies' research 
fellow, Blaise Joseph, said anecdotally a lot of 
new teachers drop out of the job in the first three 
years and this was consistent with the idea that 
teacher-education degrees were not equipping 
them for the realities of the classroom. 

Mr Joseph, who is a former teacher, said there 
was no one explanation for Australia's poor 
discipline record but most teaching degrees had 
a greater focus on student engagement than 
managing student behaviour.

Explicit instruction is a term that summarises a 
type of teaching in which lessons are designed 
and delivered to novices to help them develop 
readily-available background knowledge on a 
particular topic. 

Ideology crushes teachers' ability to control classes 

Robert Bolton Education editor Jul 25, 2019
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Explicit instruction emerged out of research 
conducted in the 1960s and 1970s. Researchers 
sat at the back of classrooms and looked for 
relationships between particular behaviours of 
effective teachers and their students’ academic 
performance. 

This research found teachers with the best 
results spent more time reviewing previously 
learned concepts, checking whether students 
had understood concepts and correcting 
misconceptions during the lesson. Explicit 
teaching practices involve showing students 
what to do and how to do it. 

Like baking a cake, explicit instruction is a 
step-by-step process where deviating from 
the recipe or omitting ingredients can have an 
underwhelming result. 

This is contrasted to a type of learning where, 
before students are shown the essential 
information, they are asked to practise a task, 
and then discover and construct some or all of 
the essential information themselves. This is 
sometimes known as inquiry-based learning. 

It can be useful for someone who wants 
to conduct an experiment to learn about 
evaporation and condensation, provided they 
already understand the nature of solids, liquids 
and gases and how to safely use a Bunsen 
burner. 

We remember what we think about 

Explicit instruction is also known as “fully 
guided” practice. Teachers who follow an explicit 
approach explain, demonstrate and model 
everything: from blending sounds together to 
decode words, to writing a complex sentence 
with figurative language, to kicking a football. 

While some students achieve success quickly, 
others need far more opportunities for practice. 
Explicit instruction teachers provide daily 
reviews of previously learned knowledge and 
skills so they become automatic. Then they 
can be applied to more complex tasks such as 
reading, writing a short story or playing a game 
of AFL. 

Explicit instruction is underscored by a learning 
theory known as the information processing 
model. It is based on the assumption we only 
remember what we think about, and keep 
thinking about. If you can still remember your 
childhood telephone number, it’s probably 
because of the number of times you have used 

and retrieved that information. 

It’s well known there is a limit to how much 
new information the human brain can process 
and how much can be stored in our long-term 
memory. These understandings form something 
known as cognitive load theory, which adds 
further value to the effectiveness of explicit 
instruction. 

Put simply, knowing precursor maths skills – 
such as times-tables and the difference between 
the numerator and denominator – reduces the 
strain on the limited space you have in your 
brain. So it might free up some brain space 
to learn about more complex maths, such as 
simplifying fractions. 

Particular models fall under the umbrella 
term of explicit instruction in Australia and 
include: explicit instruction, explicit direct 
instruction, Direct Instruction and I do, we do, 
you do. These models are based on similar 
instructional principles and refer to specific 
lesson design and delivery components 

Direct Instruction, for instance, consists of 
a suite of commercially available teaching 
resources developed from the work of US 
educator Siegfried Engelmann in the 1960s. 
It is a highly scripted model, which is both a 
reason some teachers perceive the approach as 
inflexible, and the reason it is effective. When 
followed with fidelity, direct instruction has been 
shown to work. The model has proven quite 
effective when applied in remote aboriginal 
communities. 

Explicit instruction, however, is not scripted. 
This means there is often variability between the 
way teachers use it and of the component parts 
of this approach. This also makes definitive 
statements on its efficacy problematic. 

So, what’s the controversy? 

Since the late 1970s, more child-centred 
approaches have been the prevailing 
orthodoxy in teacher education and curriculum 
design in Australia. These approaches include 
discovery learning and inquiry. They are based 
on a theory of learning called constructivism, 
that sees learning as an active process. 

Teachers following a constructivist approach 
provide learning opportunities that enable 
students to come to their own unique 
understandings of what is being taught. 
Constructivism is popular and prevalent because 
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it personalises learning, emphasises the active 
construction of knowledge and privileges hands-
on learning to solve real-world problems. 

Critics of explicit instruction typically argue 
it is a deficit model that sees students sitting 
passively in rows all day engaging in rote 
learning. This is a misunderstanding of explicit 
instruction, which – when done properly – is 
engaging and rarely done for extended periods 
of time. 

It’s true the model requires students to face the 
teacher. This is because the process involves the 
teacher asking a lot of questions. She or he may 
also ask children to write on mini-whiteboards 
to show their understanding during the lesson. 

Arguments that explicit instruction doesn’t allow 
teachers to cater for range of student abilities 
are also ill-founded. Explicit instruction allows 

teachers to teach the same concept to students 
but differentiate at the point of individual 
practice. 

For example, after teaching the algorithm for 
subtraction, students will have the same time to 
solve problems of increasing difficulty. But not 
all students will follow the same process. While 
some students will only solve (29-13), others 
might solve (189-101) and (1692-1331). 

As adults learning to abseil or skydive, we 
prefer it when information is broken down into 
manageable chunks, the instructor checks for 
understanding and we are given opportunities 
to practise the skills we’ll need before we step 
over the edge. There is a place for explicit 
instruction in Australian classrooms, particularly 
when background knowledge is low and the task 
is difficult. to be socially mobile, the best thing 
is getting them not to have a smartphone.” 
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EXECUTIVE SUMMARY: The federal 
government has raised the alarm about 
violence and distraction in the classroom 
and is appealing to teachers for ideas to 
help bring order back to schools after two 
years of disrupted learning. 

“Eighty per cent of teachers say they have been 
subjected to harassment in the past year, and one 
in three principals have been exposed to physical 
violence from students,” acting Education 
Minister Stuart Robert told The Age Schools 
Summit in Melbourne on Wednesday. 

“This is harrowing stuff.” 

Mr Robert cited an OECD survey from 2018 that 
found Australia ranked a lowly 70th out of 77 
participating nations on the disciplinary climate 
of schools, with a high proportion of students 
reporting teachers were not listened to. 

Australian students 'among the 
worst in the world' for class 
discipline 

“When I speak to my principals in my own 
electorate, they reinforced to me that’s a 
problem not just in terms of harassment, and 
indeed violence in students but from parents, to 
teachers and to principals,” Mr Robert said. 

“Improving the environment in which students 
are taught is one of three key pillars the 
government has identified that need attention to 
lift student outcomes, along with what and how 
students are taught.” 

Greg Ashman, head of mathematics at Ballarat 
Clarendon College, agreed that disruptive 
classrooms were a problem and said an improved 
classroom climate would help attract and retain 
high-quality teachers. 

“The minister was right when he said we are 
right at the bottom of the OECD when it comes 
to the disciplinary climate in our country and 
that’s a big stressor for teachers,” Mr Ashman 
told the summit. 

Mr Robert said the solution to improved classroom 

discipline would come from teachers. “We aren’t 
going to use academics and self-appointed 
experts to advise on what teachers do,” he said. 

“We’re going to ask teachers to share their 
expertise and their experiences and their proven 
methods to make sure our classrooms are safe 
and supportive.” 

Mr Robert announced that the Australian 
Education Research Organisation would get $3.5 
million to help schools develop training materials 
through a series of podcasts with experts. 

“The focus of materials will be on classroom 
management, student engagement, safe and 
supportive classrooms for all, and the challenges 
and opportunities arising from returning to 
classrooms this year after disruptions caused by 
the pandemic,” Mr Robert said. 

State schools to get 2000 more 
teachers in landmark deal to  
ease workload 

The minister also defended his comments last 
week that a “bottom 10 per cent of teachers” 
who “can’t read and write” are a key reason 
for Australia’s plummeting international 
performance. 

Mr Robert had said “dud teachers” worked only in 
state schools because non-government schools 
could hire and fire, and there was “no way they 
will accept a dud teacher in their school, like, not 
for a second”. 

“We know that 10 per cent of students in 
teaching degrees fail LANTITE, which tests 
whether a person has the foundational literacy 
and numeracy requirements to be an effective 
teacher,” Mr Robert told The Age’s summit, which 
brought together education experts to discuss 
the big issues facing the sector. 

“Collectively we have to ask ourselves some 
difficult questions. How is it that one-in-10 
prospective teachers are failing foundational 
literacy and numeracy?” 

Education Minister blames ‘dud 

Feds target disruptive classrooms, ask teachers to 
help find solution 

By Madeleine Heffernan and Rachel Eddie 
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teachers’ for declining education 
results 

Victorian Education Minister James Merlino 
described Mr Robert’s comments about teachers 
as outrageous and disgraceful. “We’ve had this 
revolving door of federal education ministers, 
and each one is worse than the last,” Mr Merlino 
said. “He couldn’t be more wrong.” 

Mr Merlino said it was a tragedy that the teaching 
profession was not viewed as positively as 
medicine or law. The profession’s new enterprise 
bargaining agreement in Victoria paid leading 
teachers up to $130,000 a year, he said. 

Dr Marcia Devlin, chief executive of the Victorian 
Academy of Teaching and Leadership, told the 
panel she was tired of teacher bashing, and 
said Mr Robert’s comments were unhelpful and 
disrespectful. 

Professor Joanna Barbousas, the dean and head 
of school education at La Trobe University, said 
the commentary could make people reconsider 
becoming a teacher. 

Merlino’s mixed report card 

Mr Merlino said the biggest challenge for Victorian 
schools this year was keeping schools open amid 
high COVID cases as staff and students battle 
the exhaustion caused by lockdown and remote 
learning through the pandemic. 

Nikki Kirkup, principal of The Knox School, said 
staff burnout was a real concern for schools. 

“I think right now, and reasonably so, staff are 
on their knees. It’s been a long slog ... and 
unfortunately there’s no quick fix.“ 

Meanwhile, David de Carvalho, chief executive 
of the Australian Curriculum, Assessment and 
Reporting Authority said he was heartened 
by community interest in the authority’s 
controversial proposals to revamp the national 
curriculum, and he hoped it would be approved 
by education ministers in April. 

Under the changes, the Australian curriculum 
would give greater weight to the nation’s 
diversity and to First Nations culture, although 
the Morrison government insisted it must 
not downgrade Australia’s liberal democratic 
foundations. 

However, the federal government and the 
McGowan government in Western Australia have 
raised concerns about the proposed curriculum, 

and asked the authority for further changes 
to mathematics, humanities, arts and social 
sciences. 

“The history curriculum must be balanced, must 
properly teach students about the origins of 
Australia’s liberal democratic institutions and 
promote a strong understanding and pride in who 
we are as a nation,” Mr Robert told the summit. 

Mr Merlino, who has been Education Minister for 
almost eight years and oversees the country’s 
best-performing school system according to 
NAPLAN results, said he hated the culture 
wars and he was concerned that the history 
curriculum would pander to the lowest common 
denominator. 

He said there were “great things” in Australian 
history as well as “things that were quite terrible” 
and the proposed changes would dumb down the 
curriculum. 

‘Results came really quickly’:  
How one tiny Victorian school 
turned literacy around 

“To be great citizens of our country, you need to 
know the good and the bad of our country,” Mr 
Merlino said. 

Questioned whether Victorian schools would 
switch to systematic synthetic phonics over the 
more established “balanced literacy” approach, 
Mr Merlino said phonics was already embedded 
in Victorian schools. 

“We’re also looking at what more we can do. I’ve 
personally met with the education department 
of South Australia, the education department of 
NSW to look at what other jurisdictions are doing 
and based on those discussions we’ve got trials 
happening in Victoria.” 

Loretta Piazza, principal of Meadowglen Primary 
School in Epping, said some of her disadvantaged 
students had to be taught how to hold books. 

“From day one, we actually teach those kids to 
read, and you teach them to read by holding the 
book correctly, the right way up, and how you 
actually turn the cover and turn each page,” Ms 
Piazza said. 

Mr Merlino said he would be guided by health 
advice on whether students would continue to 
wear masks and beyond managing the fallout 
from COVID, he was focused on senior secondary 
pathways, including the merger of VCAL and 
VCE. 
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Demography and the “Great 
Resignation”  
 

PLENARY 
SESSION 5

Demographics may not be destiny, but for students of geopolitics, 
they come close. Demographics offer a clue to the geopolitical 
world of the future - and how Washington should prepare for it.   

Meanwhile, an extraordinary "flight from work" is  under way 
in the US. Inadvertently exacerbated by the largesse of the Covid-19 
emergency measures, that flight is spreading to parts of the US workforce 
that did not suffer from it before the pandemic.  

America now faces an unprecedented peacetime labour shortage, with 
employers practically begging for workers, while vast numbers of grown 
men and women sit on the sidelines of the economy -- even though job 
applicants have more bargaining power in the "Great Resignation" than 
at any time in recent memory. Never has work been so readily available 
in modern America; never have so many been uninterested in taking it.

SATURDAY OCTOBER 29 
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The Underside of the ‘Great Resignation’    

Mene Ukueberuwa, January. 21, 2022 

EXECUTIVE SUMMARY: The trend toward 
idleness has been years in the making, 
says the author of ‘Men Without Work.’ 
That’s an ill omen for the economy and 
the culture. 

It’s been months now, but hiring managers 
everywhere are still waiting by their phones. 
They’ve been told not to worry—the job 
applicants are coming. Absent workers are just 
taking some time, right? You know, checking 
out their options . . . 

The labor optimists are in denial. Yes, millions 
of people each month are changing jobs to 
improve their pay and lifestyles. But millions 
of others appear to have quit work entirely. 
The labor-force participation rate was 61.9% 
in December. That’s 1.5 points below the pre-
pandemic level, and barely changed since 
August 2020. 

This is the dark underside of the “Great 
Resignation,” the term the press is applying to 
the record levels of unfilled jobs in the pandemic 
era. Nicholas Eberstadt, a political economist 
at the American Enterprise Institute, argues 
that the long-term resignations won’t turn out 
so great. Defectors from work will hurt the 
economy along with their own life prospects. 

“I don’t think that all of the smoke has cleared 
yet,” Mr. Eberstadt says, describing the state of 
the labor market. After strict lockdowns were 
lifted by fall 2020, “we had a pretty remarkably 
rapid bounce-back in the macroeconomy,” he 
recalls. Yet despite more than a year of plentiful 
job openings and rising pay, “millions fewer 
Americans are working or seeking work.” Their 
absence is compounding the labor shortage, 
along with the related supply crunch and price 
spikes. 

One cause of hesitation is the virus itself. 
“It’s not like it was a trivial public-health 
emergency,” Mr. Eberstadt says. “And it’s still 
a public-health emergency.” Fear of Covid 
is keeping some people off the job. So are 
vaccine mandates. 

But the flat-lining work rate also fits a pattern 
that long predates Covid. “Male labor-force 

participation has dropped after most recessions 
in the postwar era,” Mr. Eberstadt says. “When 
the economy recovers, it ticks up a little but 
never gets back to where it was.” In other 
words, staying out of work even during good 
times has become an America tradition. 

Mr. Eberstadt, 66, wrote the book on this 
decadeslong flight from the workforce. As its 
title suggests, “Men Without Work” (2016) 
focuses particularly on prime working-age 
males. But the trend also applies to women 
and seniors, including in the Covid era. 

“Overall labor-force participation peaked in 
2000 at about 67%,” Mr. Eberstadt says, 
counting everyone 16 and older. “We’re 
currently about 5 points lower than that.” 
Population aging is a major cause of the drop, 
with a greater share of Americans now at 
retirement age. “But the work rate for prime-
age people—25 to 54—has also been going 
down since the turn of the century.” 

The decline started with men, at the same 
time women entered the workforce en masse. 
“In 1961, labor-force participation for prime-
age men was at 96.9%,” Mr. Eberstadt says. 
Since then, “the chart looks more or less like 
a straight line down.” By November 2021, “the 
seasonally adjusted rate was 88.2%.” Almost 
1 in 8 men is sitting out during his best years. 

That may not sound huge, but the drop is 
unprecedented. “Would we think it was a crisis 
if the work rate fell below the Great Depression 
level?” Mr. Eberstadt asks. “Well you can check 
that box. We’re already there.”

Women have started to backslide as well. “It 
isn’t as extreme,” Mr. Eberstadt says, “but we 
are seeing the same sort of drift.” The work 
rate for prime-age women peaked in 2000 at 
77.3%, and it’s oscillated since then, standing 
around 75% today. The slowdown has come 
despite a long-term decline in marriage and 
childbearing, the factors most commonly 
thought to keep women out of work. 

The sum of these trends is a lot of missing 
workers. Mr. Eberstadt estimates that if the 
U.S. maintained its employment-to-population 



109

Demography and the “Great Resignation”  

ratio from 2000, we’d have more than 13 
million more workers today. That would be 
more than enough to fill the record number of 
open jobs. 

Instead, “America has been overtaken by the 
European Union” Mr. Eberstadt says. “This is 
not a bad joke.” Thirty years ago, America’s 
prime-age work rate was “nearly 10 percentage 
points above Europe’s. Now Europe’s is a 
couple of points higher than America’s.” The 
drop reduces household income, corporate 
earnings and government revenue. 

The personal consequences of mass 
worklessness may outweigh the economic 
ones. Beyond the top-line labor numbers, 
Mr. Eberstadt’s research reveals the dreary 
lifestyles of a rising number of nonworking 
Americans. 

“By and large, nonworking men don’t ‘do’ 
civil society,” Mr. Eberstadt says. “Their time 
spent helping in the home, their time spent in 
worship—a whole range of activities, they just 
aren’t doing.” His source is the Bureau of Labor 
Statistics’ American Time Use Survey, which 
compiles respondents’ self-reported habits. 

What is filling idle men’s time? “There’s a lot 
of staying at home, it seems. And what they 
report doing is ‘watching.’ They report being in 
front of screens 2,000 hours a year, like that’s 
their job.” Women again trail the men, but not 
by much. In 2019 childless women without jobs 
said they spent seven hours a day in “leisure,” 
a category dominated by entertainment. 

The pandemic probably sped up the trend by 
shutting people inside and making idleness 
easier. An abundance of streaming movies, 
videogames and social-media sites consume 
ever more of most people’s time. “This is 
not what Marx would have called the ‘higher 
pursuits’ of leisure,” Mr. Eberstadt says. 
“There’s something fundamentally degrading 
about this.” 

I agree, having been in the same situation a 
few years ago during time away from college. 
I answered no surveys in my eight months of 
unemployment, but I guarantee that I beat 
the average for daily TV watching. Then I 
spent 14 months in a job that took all comers, 
selling cable service door-to-door. The gig was 
unpleasant and paid little, but I was far better 
off with something to do. 

The job also gave me a look at the bleak, idle 

lives of many retirees. I spent hours in the 
homes of elderly people who lived alone. In 
the course of a sale we’d start by discussing 
TV, which nearly all of them watched for more 
than “full time.” When the sale was done, 
most would keep talking about anything and 
everything, glad to have someone to talk to in 
the flesh. 

Some of these people were well past their 
working years. And it’s unfortunate that their 
families were distant. But those who had their 
health and little else probably would have been 
happier working. 

Most of the workforce loss during the 
pandemic has been among older folks, and Mr. 
Eberstadt doesn’t shy from calling such early 
retirements “premature.” “I’m not going to 
judge any individual’s situation, but I can talk 
about general trends,” he says. “Like all other 
advanced Western economies, we’ve been 
blessed with an explosion of health since the 
end of the Second World War.” Covid deaths 
in the past two years will be a “miserable 
exception,” but generally, “as people live 
longer, they can also work longer.” 

Mr. Eberstadt also cites the long-term change 
in the nature of work. “The revolution in 
technology in the workplace means that 
there are very few Americans who have to 
do backbreaking work in their 60s. And there 
are certain indications that work may help 
keep people healthy. So there are all sorts of 
reasons that I tend to be a cheerleader for 
working longer in life.” 

The declining work rate has many causes. But 
there’s a great debate between economists 
who assign more blame to structural economic 
changes and those who fault government 
transfer payments. 

Mr. Eberstadt leans toward the latter group. He 
says declining labor demand can’t be the chief 
cause of the dropouts, because work generally 
hasn’t snapped back when the economy has. 
From the 2008 recession until about 2016, “it 
was possible for accredited opinionators to say, 
‘You idiot, there isn’t any work out there.’ But 
by 2019, that was obviously not a problem.” 

Before the pandemic, “we’d passed this 
remarkable threshold where there were more 
unfilled jobs in America than there were 
people out of work, looking for jobs.” That’s 
even truer today, with almost two open jobs 
for every unemployed man and woman. Lack 
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of opportunity isn’t the main reason folks are 
sitting out. 

Of course, no job seeker is fit for every 
job. Some economists say the shift toward 
information- and service-based work has 
made it hard for many people, especially less-
educated men, to get hired. 

Mr. Eberstadt discounts that premise too. 
“There’s been a lot of work that does not 
require college—in restaurants, in hotels. 
There are also some things that might require 
a strong back but not a lot of higher degrees, 
like construction and trucking and things like 
that.” These are among the fields in which 
pay is rising fastest today, but few sidelined 
workers have jumped in. 

In contrast, the increasing size and availability 
of government benefits have clearly helped 
keep people off the job. “The archipelago of 
disability programs has had a lot of really tragic 
long-term consequences,” Mr. Eberstadt says. 

The share of working-age Americans claiming 
Social Security Disability Insurance has 
roughly doubled in the past half-century, from 
about 2.2% in 1977 to 4.3% last year. The 
federal government spends more on disability 
insurance each year than on food stamps and 
welfare put together, and few recipients work. 

As Mr. Eberstadt writes in “Men Without Work,” 
it’s hard to prove that these programs “caused 
the male flight from work.” But he argues that 
they at least “financed it.” The benefits cushion 
the impact of dropping out. 

The increase in transfers after Covid arrived 
amplified this effect. “I think it clearly 

encouraged the flight from work,” Mr. Eberstadt 
says. “We did this limited dress rehearsal for 
a universal basic income. A situation for a 
year and a half where there were many more 
people obtaining unemployment benefits than 
actual unemployed people.” Hiring increased 
in many states when the $300-a-week federal 
unemployment bonus ended—the result of 
what Mr. Eberstadt calls a “natural experiment.” 

He proposes no sweeping fix for the wave of 
worklessness. But he notes that widespread 
contempt for many ordinary jobs may be 
making the problem worse. Journalists and 
economists who cheer on the Great Resignation 
often stigmatize work in the same breath, 
writing off low-paid jobs as not worth taking. 

“It’s astonishingly condescending to say that 
some work is meaningless,” Mr. Eberstadt 
says. “And it shows an astonishing ignorance 
of how other people live.” It’s wonderful that 
millions of people are finding better work. But 
there are millions more who could fill the jobs 
they’re vacating, and disdain for low-skill work 
helps keep those people away. 

Instead of stigmatizing low-skill jobs, we would 
do better to stigmatize idleness, especially 
among men. Not long ago, Mr. Eberstadt says, 
“the idea that 1 in 8 men should be neither 
working nor looking for work would have 
been an absolutely horrifying prospect.” Re-
embracing that perspective could do a lot 
of good for the economy, as well as for idle 
Americans. 

Mr. Ukueberuwa is an editorial page 
writer at the Journal.
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Capitalism Says the More Population the Merrier    

William McGurn, October. 3, 2022 

EXECUTIVE SUMMARY: When Earth’s eight 
billionth baby is born, we should kick up 
our heels in celebration. 

Are human beings good? 

Not in the sense of whether they behave 
decently, but in the more elementary sense 
of whether a newborn baby is cause for 
celebration or a carbon-generating curse. It’s 
a timely question, with the United Nations 
reporting that the stork will deliver planet 
Earth’s eight billionth person next month. 

Never have so many been alive at one time, 
and some seem pretty sour about it. Take Liu 
Zhenmin, U.N. undersecretary general for 
economic and social affairs, who warned in a 
press release announcing the expected birth: 
“Rapid population growth makes eradicating 
poverty, combatting hunger and malnutrition, 
and increasing the coverage of health and 
education systems more difficult.” 

Tesla and SpaceX CEO Elon Musk has a more 
positive view, even warning that civilization 
itself will “crumble” without more babies. 
“There are not enough people,” he said to a 
Wall Street Journal audience in December. He 
added that many “smart people” falsely believe 
the world is overpopulated and urged them to 
look at the numbers.

Now Marian L. Tupy and Gale L. Pooley have 
done just that. In “Superabundance,” their new 
book published by the Cato Institute, Messrs. 
Tupy and Pooley find empirical support for Mr. 
Musk’s more-the-merrier outlook. More people, 
they say, means not only a bigger economic 
pie—but more minds to think up more solutions 
for more of the world’s problems. 

“The book will affirm the moral and practical 
value of every additional human being, leave 
you appreciative of the abundance that you 
are enjoying today, and even hopeful about 
the future fate of humanity,” the authors write. 
Capitalism, they posit, succeeds not only 
because it is efficient but because it correctly 
locates the source of wealth in the human 
mind. 

Their argument builds on the life’s work of 
Julian Simon, who features prominently in 
“Superabundance.” Simon was a University of 
Maryland economist (and contributor to these 
pages) who wrote a revolutionary 1981 book 
called “The Ultimate Resource.” A physical 
resource traditionally considered a source of 
wealth (e.g., oil), he observed, is valuable only 
because of the uses to which the human mind 
puts it. 

“Superabundance” challenges today’s 
orthodoxy that resources are finite. Messrs. 
Tupy and Pooley invoke the notion of “time 
price,” or how long it takes to earn the money 
necessary to buy an item, to show that things 
are getting cheaper—which wouldn’t happen if 
resources were becoming more scarce. A factory 
worker in 1850, for example, had to work two 
hours and 50 minutes to buy a pound of sugar, 
while his counterpart today has to work only 
35 seconds. Multiply that by similar gains in 
hundreds of other resources and commodities, 
and the result is “superabundance.” 

But it isn’t only about having more stuff. It’s a 
metaphysics of wealth. The book’s fundamental 
claim is that by almost any measure you care 
to choose—health, life expectancy, education, 
daily caloric intake—we are living in what 
Simon once described to me as an “epidemic 
of life.” And it’s all because of human creativity. 

Alas, there’s something about wealthy societies 
that draws them to pessimism. In Simon’s 
day, it was the idea that we were running 
out of farmland, or that overpopulation was 
outstripping the world’s “carrying capacity.” 
Though Simon won that debate—“the battle to 
feed all humanity” wasn’t over, as Paul Ehrlich 
foolishly asserted in the first sentence of his 
1968 book “The Population Bomb”—the battle 
has simply assumed a different form. 

Messrs. Tupy and Pooley describe the shift 
in argument as “the intellectual pilgrimage 
from worrying about running out of resources 
to worrying about running out of nature.” In 
this view, critics concede capitalism’s ability 
to produce the goods, but argue that this 
productive capacity itself is speeding us to our 
destruction. What use is everyone’s being able 
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to afford a car if the price is making the climate 
unlivable? 

But, the authors argue, it isn’t only that we 
produce more. It’s that we produce more in 
smarter ways, using fewer resources, and 
then using them in ways less harmful to the 
environment. The reason for this is, again, 
what humans produce best: ideas. Men and 
women are more than mouths, they are minds 
too—and it’s time to reject the absurd calculus 
by which a country is said to get richer when a 

farmer’s cow gives birth to a calf but is poorer 
when a mother delivers a child. 

So when that eight billionth child is born on 
Nov. 15, we should kick up our heels and 
celebrate, perhaps with a tart reading from 
“Superabundance.” And amid all the warnings 
that we are running out of this or that, 
remember that when a gloomy Anglican cleric 
named Thomas Malthus first started declaring 
the Earth would never be able to feed its 
people, the population was only one billion.
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With Great Demographics Comes Great Power: Why 
Population Will Drive Geopolitics  

Nicholas Eberstadt, Foreign Affairs, 1 July 2019  

EXECUTIVE SUMMARY: Demographics 
may not be destiny, but for students of 
geopolitics, they come close. Although 
conventional measures of economic 
and military power often receive more 
attention, few factors influence the 
long-term competition between great 
powers as much as changes in the size, 
capabilities, and characteristics of 
national populations.  

The United States is a case in point. In 1850, 
the United States was home to some 23 
million people, 13 million fewer than France. 
Today, the U.S. population is close to 330 
million, larger than the British, Dutch, French, 
German, and Italian populations combined. 
For more than a century, the United States 
has had the world's largest skilled work force, 
and by measures such as mean years of adult 
schooling, it has long had among the world's 
most highly educated populations. These 
favorable demographic fundamentals, more 
than geography or natural resources, explain 
why the United States emerged as the world's 
preeminent economic and military power after 
World War II-and why it still occupies that 
position today.  

Yet past performance is no guarantee of future 
results. Thanks in large part to demographics, 
rival states such as China have become genuine 
great-power competitors over the past few 
decades. The United States, meanwhile, has 
eroded or squandered its demographic edge 
in a number of ways, even as its traditional 
allies in Europe and Asia have struggled with 
population stagnation or decline. So far, the 
damage to U.S. power has been limited by the 
fact that the United States' main geopolitical 
rivals face serious demographic problems of 
their own. Gaz- ing further into the future, 
however, population growth and rising levels 
of education may propel new countries toward 
great-power status.  

Demographics offer a clue to the geopolitical 
world of the future- and how Washington 
should prepare for it. To maintain the United 
States' edge, American leaders must take steps 

to slow or reverse the negative demographic 
trends now eating away at the foundations of 
U.S. power. They must also begin to rethink 
Washington's global strategy, recognizing that 
the future of the U.S.-led international order 
lies with the young and growing democracies 
of the developing world. With wise domestic 
policy and farsighted diplomacy, U.S. leaders 
can ensure that their country's still considerable 
human resources reinforce American power 
long into the coming century.  

PEOPLE POWER  

For premodern empires and kingdoms, a larger 
population meant more people to tax and send 
off to war. But thanks to modern economic 
development, demographics are more 
important now than ever before. Since the 
Industrial Revolution, technological innovations 
and other improvements in human productivity 
have led to a longterm decline in the price of 
natural resources and basic commodities such 
as food. At the same time, they have greatly 
increased the returns to skilled labor. In fact, 
most global economic growth since World War II 
can be attributed to two factors: improvements 
in human capital-a catchall term for education, 
health, nutrition, training, and other factors 
that determine an individual worker's potential- 
and favorable business climates, which allowed 
the value of those human resources to be 
unlocked. Human capital, in particular, has an 
extraordinary impact on economies. For each 
year of increased life expectancy today, for 
instance, a country sees a permanent increase 
in per capita income of about four percent. 
And for each additional year of schooling that a 
country's citizens obtain, the country sees, on 
average, a ten percent increase in per capita 
gdp.  

Vast disparities between human capital 
development in different countries have 
produced gaps in economic productivity that 
are larger today than at any previous point 
in history. For example, in 2017, according 
to World Bank estimates, Ireland's per capita 
gdp was roughly 100 times as high as that of 
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the Central African Republic (when adjusted for 
relative purchasing power). Yet such disparities 
are not set in stone: thanks to technological 
breakthroughs, nations can now augment their 
human capital faster than ever before. It took 
Sweden from 1886 to 2003 to raise its life 
expectancy from 50 years to 80 years; South 
Korea accomplished the same feat in less than 
half the time, between the late 1950s and 
2009.  

Despite the possibility of such rapid and 
often unexpected improvements in human 
capital, demography as a whole is a fairly 
predictable social science. Unlike economic or 
technological forecasts, population projections 
tend to be reasonably accurate for at least a 
few decades, since most of the people who will 
be living in the world of 2040, for example, 
are already alive today. And although such 
projections cannot predict the future, they can 
offer a rough guide to the emerging contours 
of international politics-the changing realm 
of the possible in world affairs. Policymakers 
who want to plan for the long term should be 
paying attention.  

POPULATION PROBLEMS  
IN THE PRC  

Today, the international arena is dominated by 
one superpower (the United States) and two 
great powers (China and Russia). Recent U.S. 
misadventures abroad and political turbulence 
at home have naturally led some to suggest 
that American power is on the wane. A look at 
demographic projections for China and Russia, 
however, suggests that fears that the United 
States will lose its position of primacy anytime 
soon are misplaced.  

China is the United States' main international 
rival, and at first glance, it is an impressive 
rival indeed. It is the world's most populous 
country, with almost 1.4 billion people, and 
over the past four decades, it has seen the 
most rapid and sustained burst of economic 
growth in human history. Adjusting for relative 
purchasing power, the Chinese economy is 
now the largest in the world. China's growth 
since the 1970s is usually attributed to the 
policies of Deng Xiaoping, who pushed the 
country in a more market-friendly direction 
after becoming the paramount leader in 1978. 
But demographics also played a critical role. 
Between 1975 and 2010, China's working-age 
population (those aged 15-64) nearly doubled, 
and total hours worked grew even faster, as 

the country abandoned the Maoist policies that 
had made paid labor both less available and 
less appealing. Overall health and educational 
attainment rose rapidly, as well.  

Given this impressive record, many-apparently 
including China's leadership-expect that 
China will surpass the United States as the 
world's leading power sometime in the next 
two decades. Yet the country's longer-term 
demographic prospects suggest otherwise. 
Over the past two generations, China has seen 
a collapse in fertility, exacerbated by Beijing's 
ruthless population-control programs. The one-
child policy, introduced in 1979, was ended in 
2015, but the damage had already been done. 
China's total fertility rate (tfr) has been below 
the replacement level of 2.1 children per woman 
since at least the early 1990s. According to the 
un Population Division, China's tfr now stands 
at 1.6, but some analysts, such as Cai Fang, 
a Chinese demographer and member of the 
Standing Committee of the National People's 
Congress, believe it may be as low as 1.4-more 
than 30 percent below replacement. In major 
cities such as Shanghai, fertility may stand at 
one birth per woman or less.  

With decades of extremely low fertility in 
its immediate past, decades more of that to 
come, and no likelihood of mass immigration, 
China will see its population peak by 2027, 
according to projections by the U.S. Census 
Bureau. Its working-age population has 
already been shrinking for the past five years, 
and it is set to decrease by at least 100 million 
between 2015 and 2040. The country will see 
a particularly large decline in its working-age 
population under 30, which may plunge by 
nearly 30 percent over these years. Although 
this rising generation will be the best educated 
in Chinese history, the country's overall growth 
in educational attainment will slow as the less 
educated older generations come to make up a 
larger and larger share of the total population. 
The Wittgenstein Centre for Demography 
and Global Human Capital estimates that by 
2040, China's adult population will have fewer 
average years of schooling than that of Bolivia 
or Zimbabwe.  

As China's working population slumps, its over-
65 population is set to explode. Between 2015 
and 2040, the number of Chinese over the 
age of 65 is projected to rise from about 135 
million to 325 million or more. By 2040, China 
could have twice as many elderly people as 
children under the age of 15, and the median 
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age of China's population could rise to 48, up 
from 37 in 2015 and less than 25 in 1990. No 
country has ever gone gray at a faster pace. 
The process will be particularly extreme in 
rural China, as young Chinese migrate to the 
cities in search of opportunity. On the whole, 
China's elderly in 2040 will be both poor and 
poorly educated, dependent on others for the 
overwhelming majority of their consumption 
and other needs.  

Taken together, these unfavorable demographic 
trends are creating heavy headwinds for the 
Chinese economy. To make matters worse, 
China faces additional adverse demographic 
factors. Under the onechild policy, for instance, 
Chinese parents often opted for an abortion 
over giving birth to a girl, creating one of the 
most imbalanced infant and child sex ratios 
in the modern world. In the years ahead, 
China will have to deal with the problem of 
tens of millions of surplus men, mostly from 
disadvantaged rural backgrounds, with no 
prospects of marrying, having children, or 
continuing their family line.  

China will also face a related problem over the 
next generation, as traditional Chinese family 
structures atrophy or evaporate. Since the 
beginning of written history, Chinese society 
has relied on extended kinship networks 
to cope with economic risks. Yet a rising 
generation of urban Chinese youth is made up 
of only children of only children, young men 
and women with no siblings, cousins, aunts, 
or uncles. The end of 2,500 years of family 
tradition will be a departure into the unknown 
for Chinese civilization-and Beijing is manifestly 
unprepared for this impending great leap.  

THE RUSSIAN PARADOX  

For Russia, the demographic outlook may 
be even worse. The Kremlin sees itself as 
helming a global power, yet its grandiose 
self-conception is badly mismatched with the 
human resources at its disposal. From the 
standpoint of population and human capital, 
Russia looks like a power in the grip of all but 
irremediable decline.  

In some respects, Russia is a typical European 
country: it has an aging, shrinking population 
and difficulties assimilating the lowskilled 
immigrant work force on which its economy 
increasingly depends. When it comes to 
human capital, however, Russia faces an acute 
crisis. After fully half a century of stagnation 

or regression, Russia has finally seen an 
improvement over the last decade in the 
overall health of its people, as evidenced by 
measures such as life expectancy at birth. But 
the situation is still dire. In 2016, according 
to the World Health Organization, 15-year-old 
Russian males could expect to live another 
52.3 years: slightly less than their counterparts 
in Haiti. Fifteen-year-old Russian females, 
although better off than the males, had a life 
expectancy only slightly above the range for 
the un's roster of least developed countries.  

In addition to its health problems, Russia is 
failing in knowledge production. Call it "the 
Russian paradox": high levels of schooling, low 
levels of human capital. Despite an ostensibly 
educated citizenry, Russia (with a population 
of 145 million) earns fewer patents each 
year from the U.S. Patent and Trademark 
Office than the state of Alabama (population: 
five million). Russia earns less from service 
exports than Denmark, with its population of 
six million, and has less privately held wealth 
than Sweden, with a population of ten million. 
And since Russia's working-age population is 
set to age and shrink between 2015 and 2040, 
its relative economic potential will diminish, 
too.  

Ambitious revisionist states such as Russia 
can, for a time, punch above their weight 
in international affairs. Yet for all of Russian 
President Vladimir Putin's foreign meddling 
and military adventurism, his country is 
facing demographic constraints that will make 
it extraordinarily difficult for him and his 
successors to maintain, much less seriously 
improve, Russia's geopolitical position.  

THE AMERICAN ADVANTAGE  

Relative to its principal rivals, the United States 
is in an enviable position. This should come as 
no surprise: the United States has been the 
most powerful country in the world since World 
War II, and its demographic advantages-its 
large and highly educated population, relatively 
high fertility rates, and welcoming immigration 
policies- have been crucial to that success.  

The United States' most obvious demographic 
advantage is its size. It is the world's third most 
populous country, and it is likely to remain so 
until 2040. No other developed country even 
comes close-the second and third largest, 
Japan and Germany, have populations that 
are two-fifths and one-fourth the size of the 
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U.S. population, respectively. Between 1990 
and 2015, the United States generated nearly 
all the population growth for the un's "more 
developed regions," and both un and U.S. 
Census Bureau projections suggest that it will 
generate all of these regions' population growth 
between 2015 and 2040. In fact, excluding 
sub-Saharan Africa-the only region where the 
rate of population growth is still increasing-
the U.S. population is on track to grow slightly 
faster than the world population between now 
and 2040.  

The United States benefits from what might be 
called "American demographic exceptionalism." 
Compared with other developed countries, the 
United States has long enjoyed distinctly high 
immigration levels and birthrates. Between 
1950 and 2015, close to 50 million people 
immigrated to the United States, accounting 
for nearly half of the developed world's net 
immigration over that time period. These 
immigrants and their descendants made up 
most of the United States' population growth 
over those decades. But U.S. fertility is also 
unusually high for an affluent society. Apart 
from a temporary dip during and immediately 
after the Vietnam War, the United States' 
birthrates after World War II have consistently 
exceeded the developedcountry average. 
Between the mid-1980s and the financial 
crisis of 2008, the United States was the only 
rich country with replacementlevel fertility. 
Assuming continued levels of immigration and 
nearreplacement fertility, most demographers 
project that by 2040, the United States will 
have a population of around 380 million. It 
will have a younger population than almost 
any other rich democracy, and its working-age 
population will still be expanding. And unlike 
the rest of the developed world in 2040, it will 
still have more births than deaths.  

Yet the United States' demographic advantage 
is not merely a function of numbers. For over 
a century, the United States has benefited 
from a large and growing cadre of highly 
skilled workers. Research by the economists 
Robert Barro and Jong-Wha Lee on educational 
attainment suggests that between 1870 and 
2010, Americans were the world's most highly 
educated people in terms of average years of 
schooling for the working-age population. In 
2015, by their estimate, 56 million men and 
women in the United States aged 25 to 64 had 
undergraduate degrees or graduate degrees: 
twice as many as in China and almost one-
sixth of the global total. The United States 

leads the world in research and development, 
as measured by international patent 
applications and scientific publications, and 
in wealth generation, with Americans having 
accumulated more private wealth since 2000 
than the Chinese have in recorded history.  

THE TASK AHEAD  

Despite these advantages, all is not well for 
the United States. Warning lights are flashing 
for a number of key demographic metrics. In 
2014, U.S. life expectancy began slowly but 
steadily dropping for the first time in a century. 
This drop is partly due to the surge in so-called 
deaths of despair (deaths from suicide, a drug 
overdose, or complications from alcoholism), 
especially in economically depressed regions 
of the country. Yet even before the decline 
began, U.S. progress in public health indicators 
had been painfully slow and astonishingly 
expensive. Improvements in educational 
attainment have also been stalled for decades: 
as of 2010, American adults born in the early 
1980s had, on average, 13.7 years of schooling, 
only fractionally higher than the average of 
13.5 years for their parents' generation, born 
in the early 1950s. Meanwhile, employment 
rates for American men of prime working age 
(25-54) are at levels not seen since the Great 
Depression.  

Further, it is possible that consensus projections 
for U.S. population growth are too optimistic. 
Such projections generally assume that U.S. 
fertility will return to replacement levels. 
But U.S. fertility fell by about ten percent 
after 2008 and shows no sign of recovering. 
According to the Centers for Disease Control 
and Prevention, in 2017, the United States' tfr 
stood at 1.77, the lowest level since the 1970s 
and below those of European countries such 
as France and Sweden. Most demographic 
projections also assume that the United States 
will maintain net immigration at its current level 
of roughly one million per year. But immigration 
is an intrinsically political phenomenon. In the 
past, the United States has decided to all but 
shut off immigration in response to domestic 
turbulence, and it may do so again.  

Even with these troubling signs of decline, no 
rival is likely to overtake the United States in 
terms of raw human potential anytime soon. 
China and India, for instance, may have more 
college-educated workers than the United 
States does by 2040, but the superior quality 
of U.S. higher education will weigh heavily in 
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the United States' favor, and the United States 
will almost certainly still have the world's 
largest pool of workers with graduate degrees. 
If U.S. demographic and human resource 
indicators continue to stagnate or regress, 
however, Americans may lose their appetite 
for playing a leading role in international 
affairs. Isolationism and populism could thrive, 
and the U.S. electorate could be unwilling to 
bear the considerable costs of maintaining the 
international order. There is also a nontrivial risk 
that the United States' relatively disappointing 
trends in health and education will harm its 
long-term economic performance.  

To avoid these outcomes, the United States 
will need to revitalize its human resource base 
and restore its dynamism in business, health, 
and education. Doing so will be immensely 
difficult-a far-reaching undertaking that is 
beyond the powers of the federal government 
alone. The first step, however, is for Americans 
of all political persuasions to recognize the 
urgency of the task.  

AGING ALLIES  

Even as they try to put U.S. demographic 
trends back on track, American policymakers 
should also begin considering what U.S. 
strategy should look like in a world in which 
demographic advantages no longer guarantee 
U.S. hegemony. One appealing solution would 
be to rely more on traditional U.S. partners. 
Japan's gdp is nearly four times as large as 
Russia's on an exchange-rate basis, and 
although its total population is slightly smaller 
than Russia's, it has a larger cadre of highly 
skilled workers. The current population of the 
eu is around 512 million, nearly 200 million 
more than that of the United States, and its 
economy is still substantially larger than 
China's on an exchange-rate basis.  

The trouble is that many of Washington's 
traditional allies face even more daunting 
demographic challenges than does the United 
States. The eu member states and Japan, for 
instance, all have healthy, well- educated, and 
highly productive populations. Yet the eu and 
Japan have both registered sub-replacement 
fertility rates since the 1970s, and their fertility 
rates began to drop far below the replacement 
level in the 1980s. In both the eu and Japan, 
deaths now outnumber births. Their working-
age populations are in long-term decline, and 
their overall populations are aging at rates that 
would have sounded like science fiction not so 

long ago. The main demographic difference 
between the eu and Japan is that Europe has 
embraced immigration and Japan has not.  

Both approaches have their drawbacks. For 
eu members, immigration has postponed the 
shrinking of their work forces and slowed the 
aging of their populations. Yet the eu's record 
of integrating newcomers, particularly Muslims 
from poorer _ countries, is uneven at best, and 
cultural conflicts over immigration are roiling 
politics across the continent. Japan has avoided 
these convulsions, but at the cost of rap¡d and 
¡петегаЫе popıılatkm decline. As in China, this 
is leading to an implosion of the traditional 
Japanese family. Japanese demographers 
project that a woman born in Japan in 1990 
has close to a 40 percent chance of having no 
children of her own and a 50 percent chance 
of never having grandchildren. Japan is not 
just graying: it is becoming a country of 
elderly social isolates, with rising needs and 
decreasing family support.  

Population decline does not preclude 
improvements in living standards, but it is a 
drag on relative economic and military power. 
According to the U.S. Census Bureau, the 
United States' working-age population is set to 
grow by about ten percent between 2015 and 
2040. Over the same period, Germany's and 
South Korea's working-age populations are 
expected to shrink by 20 percent, and Japan's, 
by 22 percent. The number of young men 
aged 15 to 24, the group from which military 
manpower is typically drawn, is projected to 
increase over that period by three percent in 
the United States but to fall by 23 percent in 
Germany, 25 percent in Japan, and almost 40 
percent in South Korea.  

This decline, combined with the budgetary 
politics of the modern welfare state-borrowing 
money from future generations to pay for the 
current benefits of older voters-means that 
most U.S. treaty allies will become less willing 
and able to provide for their own defense over 
the coming decades. The United States, in 
other words, will become ever more valuable 
to its aging security partners at the same time 
as they become less valuable to Washington-
all while the United States' own demographic 
advantage is beginning to erode.  

MAKING NEW FRIENDS  

Yet even as population trends sap the strength 
of traditional powers in Europe and East 
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Asia, they are propelling a whole new set of 
countries, many of them potential U.S. allies 
and partners, toward greatpower status. By 
courting these rising powers, U.S. policymakers 
can strengthen the international order for 
decades to come.  

Washington should begin by turning its 
attention to South and Southeast Asia. As Japan 
and South Korea lose population, for instance, 
emerging democracies such as Indonesia and 
the Philippines will continue to grow. By 2040, 
Indonesia could have a population of over 300 
million, up from around 260 million today, and 
the Philippines' population could reach 140 
million-which would be possibly larger than 
Russia's. Both countries, moreover, are young 
and increasingly well educated. In 2015, China 
had almost four times as many people aged 
20 to 39 as Indonesia and the Philippines did 
combined; by 2040, it is projected to have 
only twice as many. Both Indonesia and the 
Philippines are likely to come into increasing 
confrontation with an expansionist China, and 
as they do, they may discover an interest in 
deeper security cooperation with the United 
States.  

Indonesia and the Philippines, however, pale 
in comparison to India. India is on track to 
overtake China as the world's most populous 
country within the next decade, and by 2040, 
India's working-age population may exceed 
China's by 200 million. India's population will 
still be growing in 2040, when China's will be in 
rapid decline. By that time, about 24 percent of 

China's population will be over 65, compared 
with around 12 percent of India's. India has 
its own demographic and human resource 
problems-compared with China, it still has 
poor public health indicators, low average 
educational attainment, and egregiously high 
levels of illiteracy. Despite years of attempted 
reforms, India still ranks 130th out of 186 
countries on the Heritage Foundation's Index 
of Economic Freedom. Yet by 2040, India may 
have a larger pool of highly educated workers 
aged 20 to 49 than China, and its advantage 
will be increasing with every year. The United 
States and India have already begun defense 
cooperation in the interest of countering China; 
American leaders should make it a priority to 
deepen this partnership in the years ahead.  

The United States today has many advantages 
over its international rivals, thanks in no 
small part to its favorable demographics. Yet 
U.S. power cannot be taken for granted. It 
would be a geopolitical tragedy if the postwar 
economic and security order that the United 
States built really were to fade from the scene: 
no alternative arrangement is likely to promise 
as much freedom and prosperity to as many 
people as the U.S.-led international order does 
today. Thankfully, it is a tragedy that can be 
averted. If the United States can begin to 
repair its human capital base and forge new 
alliances for the twenty-first century, it can 
strengthen-with the aid of demographics-Pax 
Americana for generations to come.
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Demography and the “Great Resignation”  

EXECUTIVE SUMMARY: The latest monthly 
jobs numbers underscore a troubling 
paradox about the state of work in 
America. Despite recession worries, job 
growth seems strong, employment levels 
are finally above pre-pandemic highs, and 
unemployment rates continue to skirt 50-
year lows.  

But that is only part of the picture. An 
extraordinary "flight from work" is also under 
way. Inadvertently exacerbated by the largess 
of the Covid-19 emergency measures, that 
flight is spreading to parts of the U.S. workforce 
that didn't suffer from it before the pandemic.  

We now face an unprecedented peacetime 
labor shortage, with employers practically 
begging for workers, while vast numbers of 
grown men and women sit on the sidelines of 
the economy -- even though job applicants 
have more bargaining power in the "Great 
Resignation" than at any time in recent 
memory. Never has work been so readily 
available in modern America; never have so 
many been uninterested in taking it.  

Since Labor Day 2021, unfilled nonfarm 
positions have averaged over 11 million a 
month. For every unemployed person in the 
U.S. today, there are nearly two open jobs, and 
the labor shortage affects every region of the 
country. Major sectors are now wide open to 
applicants without any great skills, apart from 
the ability to show up to work, regularly and on 
time, drug-free.  

Why the bizarre imbalance between the demand 
for work and the supply of it? One critical piece 
of the puzzle was the policy response to the 
pandemic.  

In 2020-21, Washington pulled out all the 
monetary and fiscal stops to avoid an economic 
collapse. Those extraordinary interventions 
may have forestalled world-wide depression. 
But they also created disincentives for work as 
never before.  

Padded by transfer payments, disposable 
income in America spiked in 2020 and 2021, 
reaching previously unattained heights despite 
the economic crisis. And after the initial steep 
but temporary plunge in consumer spending 
from the Covid shock, the stimulus-funded 
rebound pushed consumer demand well above 
its pre-Covid trend line.  

Americans actually had more money in their 
pockets during pandemic emergency years 
than they cared to spend -- so their savings 
rates doubled. In 2020 and 2021, a windfall 
of more than $2.5 trillion in extra savings was 
bestowed by Washington on private households 
through borrowed public funds. That nest egg 
could supplement earnings -- or substitute for 
them.  

Before the pandemic, as my study "Men 
Without Work" details, work rates for men 
of prime working age (25 to 54) had already 
collapsed to late-Depression-era levels, driven 
down mainly by a half-century-long "flight from 
work." For each jobless prime-age man looking 
for work, another four were neither working 
nor looking by 2019.  

But the current manpower shortage highlights 
the new face of the flight from work in modern 
America. With pre-Covid rates of workforce 
participation, almost three million more men 
and women would be in our labor force today. 
Prime-age men account for only a small share 
of this shortfall: Half or more of the gap is owing 
to men and women 55 and older no longer 
working. Strangely, workforce participation 
rates for the 55-plus group remain lower now 
than in summer 2020, before the advent of 
Covid mRNA vaccines. Why?  

Many appear to have gone into a sort of 
premature retirement, thanks in part to 
pandemic policy "wealth effects." Covid-era 
subventions, for example, transformed the 
financial profile of America, nearly doubling 
the net worth for the bottom half of American 
households. In effect, those 64 million 
households reaped an average of about 
$25,000 from this Covid-policy lottery.  

With The Americans Who Never Went Back to Work 
After the Pandemic    

Nicholas Eberstadt, The Wall Street Journal, 3 September 2022  
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Just before Covid, almost nine million homes 
headed by men and women 55 to 69 -- 
more than 1 in 5 -- had less than $25,000 
in savings. Covid-era windfalls generated by 
pandemic policies may have played a role in 
the withdrawal of many older men and women 
from the workforce -- for now.  

For America's workforce today, the question 
is: Shock or shift? Will we witness a gradual 
return to earlier patterns of work -- or have 
longer-term norms and attitudes been affected 
by the pandemic, too?  

Self-reported time-use surveys may offer 
preliminary hints. "Men Without Work" paints 
a grim portrait of unworking prime-age 
men: checked out from civil society; largely 
disengaged from family care and housework; 
sitting before screens as if that were a full-time 
job -- habits that heighten the risk of "deaths 
of despair."  

There are uncomfortable echoes of the "men 
without work" syndrome in some of the 
Covid-era time-use readings among other 
population groups. Men 55 to 64 who were 
neither working nor looking for work ("not 
in labor force," or NILF) were kings of the 
screen, clocking in a self-reported 2,400 hours 
during 2020 -- possibly a new record in the 

inactivity olympics. Prime-age women who are 
both work-free and child-free exhibit similar 
traits -- especially those neither employed 
nor in education or training (called NEETs by 
economists). In 2020 they reportedly devoted 
even less time to household chores, taking 
care of other household members or getting 
out of the house than prime male labor-force 
dropouts -- and allocated almost 11.5 hours 
a day to "personal time" (mainly sleep), more 
than any other group.  

The signs that growing numbers of citizens 
are ambivalent about working shouldn't be 
ignored. Success through work, no matter one's 
station, is a key to self-esteem, independence 
and belonging. A can-do, pro-work ethos has 
served our nation well. America's future will 
depend in no small part on how -- and whether 
-- her people choose to work. And that 
question stands only to grow in importance as 
our society ages.  

Mr. Eberstadt holds a chair at 
the American Enterprise Institute. He 
is author of "Men Without Work: Post-
Pandemic Edition," forthcoming Sept. 19.  
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PLENARY 
SESSION 6

Western politics is no longer being characterised by the old 
left-right ideological divide between capital and labour. It is 
instead defined increasingly around identity issues, many of 
which are shaped by values.   

However, having won over many working-class constituencies on cultural 
issues, the question is whether centre-right parties can keep them while 
they appeal to more progressive voters in erstwhile safe metropolitan 
seats. It’s a tough balancing act. What can Liberals, Republicans and 
Tories do for working-class voters in Townsville, Youngstown and Blyth 
Valley? How will they reconcile the free marketeer and more paternalistic 
factions of their parties?    

How does the energy transition shape the electoral dynamics across 
the western world? Could the process of decarbonising the economy 
further hurt conservative prospects in former safe seats, where high-
income constituencies are embracing the net zero emissions agenda? 
Or could climate change mitigation help centre-right parties appeal to 
more working class and lower-middle income groups, who will pay higher 
prices up and down the energy chain?  

SATURDAY OCTOBER 29 
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Book Review by John O’Sullivan

Athwart History
The Right: The Hundred-Year War for American Conservatism, by Matthew Continetti.

Basic Books, 496 pages, $32

“The right” is a term that, as 
we are currently reminded by the 
travails of Republicans in the U.S. 

and Tories in Britain, covers a multitude of 
sinners. And the longer the period under 
inspection, the bigger the multitude grows. 
Consider the United States from 1921 to the 
present—the period covered by Matthew 
Continetti’s important new book, The Right, 
which analyzes how American conservatives 
saw and reacted to political currents in the 
United States during those years. It’s a pe-
riod that divides neatly into two halves: the 
years 1921–1989 were essentially the years 
of America’s rise and dominance; those be-
tween 1989 and 2022 have been a time of 
disappointment, crises, and growing internal 
conflict. A nadir seems to have been reached 
today when the ruling national party and 
most of the nation’s cultural institutions all 
insist that America is a racist, sexist, and 
white supremacist country from bottom to 
top—and when the principal conservative 
response is a confused and indignant stupe-

faction rather than a credible refutation and 
a confident prescription for recovery. 

A fellow of the american enter-
prise Institute and the founding edi-
tor of the Washington Free Beacon, 

Continetti begins his survey in a thriving 
1920s America governed by Republicans 
faithful to a classical liberal view of lim-
ited government who had recently repelled 
postwar progressive interventionism under 
Woodrow Wilson. America roared for a de-
cade, but it then foundered on the rocks of 
the Great Depression. Franklin D. Roos-
evelt’s New Deal introduced a very signifi-
cant, if initially modest, innovation by mak-
ing government itself the provider of econom-
ic security of last resort. Whatever its later 
economic failures, the New Deal succeeded 
politically and—along with immigration re-
strictions (from 1924 on) and the attack on 
Pearl Harbor (1941)—ensured that a united 
country entered World War II. Victory in 
war completed the transformation in what 

most Americans saw as the legitimate role of 
government: an activist liberalism respond-
ing to essentially conservative social and 
moral impulses. Overwhelming public sup-
port for the G.I. Bill following the war is a 
perfect example. 

Because the United States emerged after 
1945 providing the world with 50% of its 
GDP, it had the power to apply its new activ-
ist liberalism to international affairs, which 
it did with great success, strengthening Eu-
ropean economies with the Marshall Plan, 
establishing global financial and trading in-
stitutions that revived the world economy, 
and forming a powerful anti-Soviet alliance 
in NATO that shaped a mainly stable peace 
for the duration of the Cold War. By and 
large these new rules and institutions were 
good for America and for General Motors. 
In the ’50s, the country enjoyed rising living 
standards, wider educational opportunities, 
the worldwide spread of a healthy Ameri-
can popular culture, a marriage and baby 
boom, a strong (albeit complacent) national 

Athwart History

The Hundred-Year war for American Conservatism 
by Matthew Continetti  

A book review by John O'Sullivan
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religious culture, diplomatic dominance in 
international institutions, and a sense of 
national well-being under a respected war 
hero’s presidency. 

It was into this world that american 
conservatism was born, with—to select 
one significant moment—the founding of 

National Review. The infant movement imme-
diately looked around itself…and didn’t like 
what it saw in the least. 

As William F. Buckley, Jr.’s founding state-
ment—famously announcing that the maga-
zine would “stand athwart history, yelling 
Stop”—went on to say, its form of conserva-
tism intended to roll back not only interna-
tional Communism but also the “effronteries” 
of the 20th century because “in its late ma-
turity America [has] rejected conservatism 
in favor of radical social experimentation.” It 
seems an odd response to the sober confor-
mity of the Eisenhower years, but as it turned 
out, not an absurd one. America’s repressed 
discontents would break out a decade later 
in the 1960s. Besides, argues Continetti, how 
Buckley judged Eisenhower’s America was de-
termined, in part, by his comparison of it with 
the Harding and Coolidge administrations 
that boasted of their “normalcy.” At least, that 
comparison becomes the author’s justification 
for starting his study of conservatism 30 years 
before the movement actually announced 
itself. When Buckley brought together the 
scattered, independent, and mutually incom-
patible social critics who were the core of his 
early venture—Whittaker Chambers, Russell 
Kirk, James Burnham, Frank Meyer among 
them—he was in effect recruiting them for a 
crusade to return America to the Golden Age 
of Normalcy. 

But normalcy was a divided kingdom. 
Though Republicans dominated the politics 
of the 1920s and early ’30s, they were them-
selves divided between the bankers and politi-
cians of Wall Steet and Washington who ran a 
respectable regime and a tight fiscal ship, and 
(very much on the other hand) voting blocs, 
Continetti wants us to know, that included 
anti-Semitic college professors, primitive anti-
Darwinian fundamentalists, and, above all, the 
nativist, anti-Catholic, and racist yahoos of 
the Ku Klux Klan. And yet it is worth recall-
ing that the infamous 1925 Scopes Trial was 
prosecuted by a former Democratic presidential 
nominee, and the Klan, born from the ashes 
of the defeated Confederacy, was a part of the 
Democratic, not the Republican, coalition. 
And here Continetti finds his theme:

the endless competition and occasional 
collaboration between populism and 

elitism. Is the American Right the party 
of insiders or outsiders? Is the Right the 
elites—the men and women in charge 
of America’s political, social, economic, 
and cultural institutions—or is it the 
people?

These questions were briefly made irrel-
evant by the Right’s collapse in the face of 
the Depression, a unifying war effort, and 12 
years of FDR. But Continetti’s narrative res-
urrects this divided Right with the arrival of 
Buckley and N.R., traces its turbulent zig-zag 
way through the Nixon, Reagan, and both 
Bush presidencies, and leaves it defeated, dis-
credited, and in his view terminally shamed 
in the wake of Donald Trump’s “insurrection.” 

As the ’50s move into the ’60s, “the 
Right” applies to more and more, 
sometimes overlapping, factions. Most 

of the time the term describes “movement 
conservatives,” or the groups brought together 
by Buckley under the umbrella of “fusionism.” 
Harvard political scientist Samuel Hunting-
ton in a 1957 essay in the American Political 
Science Review criticized this “New Conserva-
tism” as detached from real political struggles 
and predicted that a more rooted, realistic 
conservatism would emerge when America’s 
liberal institutions came under fundamental 
attack.

His prediction was confirmed in two in-
stallments following the revolutions of the 
1960s. Liberal Supreme Court decisions re-
stricting school prayer and liberalizing por-
nography prompted Christian evangelicals 
and other social conservatives to found what 
was called the New Right. This was absorbed 
into the broader movement conservatism rela-
tively easily. At almost the same time, however, 
a radical revolution inside the pre-eminent 
liberal institution, the university, drove tough-
minded social scientists and moderate liberals 
rightward into the conservative camp, which 
they greatly strengthened on such issues as 
education, affirmative action, the treatment 
of riots, anti-Soviet politics, and anti-anti-
Communism.

These scholars were the first generation 
of neoconservatives, and their arrival on the 
Right, though welcomed by Buckley and the 
fusionists, gradually alienated a harder-edged 
coalition of libertarians, culture warriors, and 
evangelicals on issues like trade, immigra-
tion, school prayer, and (after the defeat of 
Communism) foreign policy. This loose coali-
tion of dissenters, which began as a reaction 
to neoconservatism, got the confusing name 
of “paleo-conservatism,” as if its adherents 
had come over on the Mayflower. As politics 

“Monumentally important.”
            —Charlie Kirk

“One of  America’s most “One of  America’s most 
eclectic intellectuals. Read 
what James is writing 
today...wait for everyone else 
to catch up.”
         —Rod Dreher

In this scorching, searching 
guide to saving our souls from 
the digital apocalypse, Poulos 
reveals how the first generation 
of the digital age can retake 
control of our technology—and 
how their parents must save 
them from the new cyborg 
system bent on ensuring they 
never come of age.

ON SALE NOW AT 
CANONIC.XYZ
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gave his brilliant history of the United King-
dom’s Conservative Party the title of The Con-
servatives, referring less to its mass member-
ship than to its leaders from Robert Peel to 
Margaret Thatcher. And once the conserva-
tive movement got up and running, the vari-
ous strains on the Right (libertarians, tradi-
tionalists, neoconservatives, nationalists, etc.) 
have tried to engage in a constant dialogue 
with whoever happened to be president or 
party leader—more constant than the latter 
often wished.

That dialogue never included Dwight 
Eisenhower—a conservative by temperament 
whose cold, skillful, non-ideological manage-
ment of the rising American empire in good 
times initially appalled Buckley because it 
appeased the Soviet Union, especially over 
Hungary in 1956, and prudently accommo-
dated modest advances for domestic liberal-
ism. But James Burnham persuaded Buckley, 
and through him the conservative movement, 
to adopt a strategy of generally supporting 
the most rightward viable candidate in the 
Republican field. With that, the interests and 
destiny of movement conservatives became 
intertwined with those of corporate America, 
regional and national elites, the U.S. military, 
conservative Christian and Jewish denomina-
tions, and all the other established economic 
and cultural interests assembled on the right 
side of American politics. 

Omitting those who failed to win elec-
tions or to make much impact when they did, 
I would nominate Nixon, Reagan, Newt Gin-
grich, and Trump as leaders who significantly 
shaped the GOP for good or ill, the two Bush-
es as leaders who led it down dead ends, and 
Pat Buchanan as a brilliant, wayward outsider 
who (almost as significantly) failed to lead it 
in other directions. Continetti is excellent in 
charting the ways in which all these leaders 
wooed, won, bedazzled, pleased, and betrayed 
conservatives over the years. It’s the real—or 
a better—story of his book.

Stan evans quipped that he’d never 
really liked Nixon until Watergate, and 
as president Nixon had certainly given 

conservatives reasons to be disappointed: his 
quiet extension of affirmative action, his rap-
prochement with the Soviet Union, his open-
ing to China, his betrayal of Taiwan, and (Ev-
ans notwithstanding) Watergate itself, which 
gravely weakened the Right until Jimmy Cart-
er rescued it by his milquetoast incompetence. 
As Continetti rightly argues, however, Nix-
on’s reputation has still not caught up with his 
achievements, even or especially among con-
servatives. He contrived a responsible Ameri-
can exit from Vietnam on the basis of con-

changed, the different articulate, argumenta-
tive factions within the Right would fall to 
disagreeing. 

Whatever American conservatism’s in-
ternal differences at the time, it was united 
against the dominant liberalism, which be-
came more overreaching under Lyndon John-
son and more anti-American after George 
McGovern. The calculations of Richard 
Nixon and the large general appeal of Ron-
ald Reagan, meanwhile, gradually welcomed 
these different conservatives into the GOP’s 
large canopy alongside longstanding institu-
tional allies such as corporations, the military, 
Wall Street banks, and churches, while Ripon 
Society liberals drifted out of the big tent. 
Since the 1980s, Republicans as a whole have 
been synonymous with the Right. 

Continetti weaves together the 
many threads of a complicated his-
tory both of philosophical ideas and 

of political struggles without losing any of 
them. His analysis of serious intellectual dis-
putes—for example, the early battles between 
Frank Meyer, Russell Kirk, and Brent Bozell 
over whether the “fusionism” of virtue and 
liberty could provide a generally agreed-upon 
philosophical foundation for conservatism—
are both accurate and easy to follow. He sum-
marizes major historical controversies such as 
McCarthyism and the second Gulf War crisp-
ly and well. His portraits of the scholars and 
politicians from Nixon and Buckley to Patrick 
J. Buchanan and Trump who cooperate, plan, 
and argue through these debates are largely 
fair—though it’s plain that Continetti is more 
sympathetic to the elitists than to the popu-
lists. And although almost everyone active in 
the conservative movement in those years gets 
the amount of attention he deserves—a steep 
challenge, to be sure—one exception is M. 
Stanton Evans, a journalist and editor, as well 
as a historian with a comprehensive biography 
of Senator Joe McCarthy to his credit, and an 
extraordinarily popular figure at almost every 
gathering from the Sharon Statement onward 
who more than once united a fractious confer-
ence by his wit. (Readers can seek out Steven 
F. Hayward’s superb new biography, M. Stan-
ton Evans: Conservative Wit, Apostle of Free-
dom, for more.)

Though the Republican Party is inevitably 
the main vehicle for center-Right politics in 
America, it’s not a fixed entity. Its character 
at any one time will be sharply defined by its 
current leader, qualified to a greater or lesser 
extent by the character of a successful recent 
leader. That’s probably a general truth about 
either party in a two-party system. Robin 
Harris recognized its importance when he 

tinuing U.S. military aid to Saigon (which the 
Democratic Congress gutted in 1975, doom-
ing America’s ally). He began the long defec-
tion of blue-collar workers to the GOP (until 
lately the unnoticed counterpart to the Left’s 
authoritarian long march through the institu-
tions). His opening to China divided the two 
Communist superpowers, laying one founda-
tion for the West’s victory in the Cold War. 

Following the successes of the Reagan Revo-
lution (about which, more below), George H.W. 
Bush a year into his presidency broke the dra-
matic promise he made on the campaign trail, 

“Read my lips: no new taxes,” in order to seal 
a budget deal with the Democrats. Continetti 
downplays the significance of this decision, 
even excuses it, judging that “within months 
of assuming the presidency, Bush knew that he 
would have to” raise taxes (emphasis added). In 
fact, the broken pledge had catastrophic effects, 
splintering the Reagan coalition by abandon-
ing the one broad policy that united all factions, 
and making some conservatives all but enemies 
of the president, despite Bush’s effective diplo-
macy that ensured peaceful and stable ends to 
the Cold War and the Kuwait one. And once 
Democrats had secured the president’s betrayal, 
they lost all interest in providing the lopsided 
budget cuts they had promised. Bush duly lost 
the 1992 election to Bill Clinton.

When clinton embarked on a fi-
nancial and ideological spending 
spree, the Republican who stepped 

into the role of leader of the opposition was 
Congressman Newt Gingrich of Georgia. An 
oddly futuristic conservative fascinated by new 
technologies and space travel who had shaped 
the House Republicans into an aggressive 
coalition with a positive “national” program 
of reform, summed up in the “Contract with 
America,” Gingrich won a historic landslide in 
the 1994 midterms and as House Speaker set 
about trying to govern the country alongside 
the White House. The conventional wisdom 
is that he failed in an impossible task—an 
unwelcome message for Republicans hoping 
for a 2022 midterm victory—and Continetti 
seems to share that view. To be sure, Gingrich 
was outmaneuvered politically by Clinton 
on occasion, wasted some of his opportuni-
ties on secondary issues, and eventually lost 
the speakership. But he also transformed the 
House Republicans—previously a lackluster 
crew of tourists to Washington—into a strong 
congressional party that wins more elections 
than it loses. And Gingrich was also more 
than half of the reason why Congress and the 
president brought spending under control in 
the 1990s and passed a strong, beneficial wel-
fare reform bill that the Left has been trying 
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to undo ever since. Continetti acknowledges 
some of this, but most conservatives either 
don’t know the story or prefer to let Clinton 
take the credit.

President George W. Bush was blown off 
his intended political course and “humble” 
foreign policy by the 9/11 terrorist attacks, 
to which he responded with the war on ter-
ror and, more significantly, the kind of liberal 
internationalism conservatives endorse only 
nervously and reject if it’s pushed too far and 
too fast. The Iraq war went badly, exaggerat-
ing the fear of unwinnable wars, and poisoned 
Bush’s other key policies. Democracy promo-
tion is something that most Americans ap-
prove of in the abstract, but for which they 
don’t wish to make serious sacrifices. Mass 
immigration was a step beyond that failure be-
cause, according to all the polls, most Ameri-
cans didn’t want more immigration and con-
servatives wanted less while their party leader 
in the White House was fighting hard for con-
siderably more of it. It says a great deal for the 
firmness of the conservative coalition’s convic-
tion that it blocked two “comprehensive im-
migration reform” bills even though they were 
supported by the president, the congressional 
leadership of both parties, the media, the uni-
versities, and almost every cultural institution 
in America. The failure of the war, democracy 
promotion, and immigration reform—much 
aggravated by the financial crash—meant 
that Bush’s presidency ended on a note of bit-
ter regret. Conservatives entered 2009 in an 
unsettled mood of distress and anxiety while 
America celebrated its first black president. 

And that’s where they stayed for 
the next few years until Donald Trump 
came down the escalator and into the 

Republican primaries. Trump’s immediate 
impact was due not only to his own extraor-
dinary personality but as much or more to the 
large gap between the opinions and mood of 
the conservative half of the country and the 
official Republican leadership. As interviews 
at the time showed, many voters intended to 
support Trump despite their disapproval of 
his profanity, personal behavior, and moral 
character. They felt culturally dispossessed, 
economically left behind, trapped in an in-
creasingly alien land, patronized, despised, ig-
nored, and completely without hope that the 
Republican Party they usually backed would 
rescue them. Trump might not be able to ei-
ther, but he was a fighter, and he would at least 
represent their point of view. 

Immigration was only one issue on their 
grievance list, but it was a “gateway” issue to 
the entire “populist” worldview (a term the 
book overuses). It gave Trump his early boost 

and captured his audience. Which made the 
defiant, rock-solid refusal of all the other Re-
publican primary candidates to pledge to limit 
or reduce immigration all the more shocking. 
It was as if I had wandered into some Off-
Off-Broadway production of a Bertolt Brecht 
play which showed the capitalist class so im-
prisoned within its orthodoxy that it literally 
couldn’t hear the human cries for help across 
the footlights. 

That obdurate, albeit embarrassed resis-
tance was directed to almost all the other 
populist issues—some of them more intellec-
tual, such as the growth of judicial power that 
overrides popular majorities and executive au-
thority, but also including de-industrialization, 
the plight of the underclass, wage stagnation, 
trade protectionism, illegal and runaway im-
migration, failure to enforce border controls, 
contempt for the United States and its symbols, 
multiculturalism as an alternative to a com-
mon culture, racist expressions of contempt for 

“whiteness,” discriminatory racial quotas and 
“goals,” globalist betrayal of American interests, 

either debated them or even participated in 
their passage into law. But that participation 
wasn’t always wise or helpful. Thus, the first 
President Bush vetoed the 1990 Civil Rights 
Bill that the Democrats had urgently pushed 
through to circumvent a rare Supreme Court 
decision (Wards Cove Packing Company, Inc. 
v. Atonio) limiting the impact of quotas. Al-
though his veto was welcomed by conserva-
tives, when the bill was presented a second 
time slightly amended the president signed it 
because he was worried that support for his 
earlier veto might have been inspired by racist 
motives. As it happens, that bill was the first 
time that “disparate impact” was entrenched 
by legislation rather than by a court deci-
sion. It was a major advance in transforming 
civil rights law into the bureaucratic tyranny 
Caldwell describes. 

It’s not that such matters weren’t discussed 
in the intellectual journals and magazines 
among which Continetti has lived his adult 
life and upon which he rightly places such im-
portance as the heralds of democratic debate. 
But they were somehow unable to come to 
terms with these issues’ real significance. Rec-
ognizing the need to defend the United States 
and American patriotism against hostile dis-
illusionment with both, David Brooks in the 
Weekly Standard proposed to make the case 
for “national greatness” conservatism. The 
effort was well meant, but when he set about 
doing it, Brooks found that either he would 
have to move into “populist” territory such as 
multiculturalism, history standards, defense 
of sovereignty, and immigration, or stick to 
somewhat anodyne topics such as museums, 
statues, and appropriate public architecture. 
Brooks’s campaign dribbled into the sands af-
ter a promising start—perhaps sensibly, since 
he would have run into trouble in the past two 
years even sticking to statues and museums. 

A central explanation of trump’s 
appeal, as Commentary’s former long-
time editor Norman Podhoretz has 

pointed out, is that he is quite untroubled by 
the kind of doubts and hesitations that re-
strained Bush, Brooks, and most of us in poli-
tics and journalism. He is the id of conserva-
tism or, just perhaps, a brilliant imitation of it 
(since there seems to be craft as well as instinct 
in his politics)—and that explains why his im-
pact on U.S. politics has been, despite even 
Reagan’s unparalleled success, greater than 
any Republican leader since the 1920s. Both 
in 2016 and 2020, and indeed between both 
elections, Trump charged into the china shop. 
Yet important distinctions must be made 
about that garish picture. Even if his words 
were often brutal, fiery, and irresponsible, all 

the spread of effectively independent adminis-
trative bureaucracies with legal powers, restric-
tions on free speech and academic freedom in 
universities, the expansion of the concept of 

“hate speech,” and—most sinister of all—the 
selective enforcement of the criminal law, even 
its weaponization, to reward friends, punish 
enemies, and even to ignore serious crimes. 
Many of these innovations were either causes 
or consequences of a legal revolution that, as 
Christopher Caldwell has shown in his book 
The Age of Entitlement: America Since the Sixties 
(2020), replaced the official U.S. Constitution 
with a de facto constitution built on the metas-
tasizing of anti-discrimination law into an all-
encompassing structure of bureaucratic power 
to regulate the minutiae of work and social life. 

Obviously, more conservative 
Americans were aware of all these 
controversies, especially those in-

volving legal reforms, in a sense since they had 

By the turn of the 20th 
century, populists and 

elites had changed 
places—ordinary 
Americans were 

commonsensical while 
the elites were driven by 

unruly passions.
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of his actions as president seem to have been 
constitutional and legal—which cannot be 
said of the so-called “Resistance,” including 
judges and national security officials who con-
spired to obstruct the workings of government 
and to pervert the course of justice. And it was 
not until he lost the second election, after four 
years of frustrated compliance with the rules 
of a rigged game (no, not the election itself), 
that Trump broke his bonds, cast off all men-
tal restraints, lived down to his words, and 
embarked on the self-destructive course of 
urging that the transfer of power be blocked.

Continetti is not the first person to cry, 
“Gotcha.” But his “gotcha” is addressed to the 
conservative movement as a whole, not just to 
Trump personally. He springs the trap con-
cealed in his 100-year framework by linking 
the events of January 6 all the way back to 
the 1920s, the anti-Darwinian bigots, the Ku 
Klux Klan, and the ever-lurking ogre of popu-
lism. In the book’s final chapters, he lays out 
the argument that the permanent battle is be-
tween the prudent “elites” of the mainstream 
Right running the show and the wild-eyed 

“populists” from William Jennings Bryan to 
Pat Buchanan to Donald Trump waiting to 
jump from the shadows and urge protection-
ism, immigration control, isolationism, and—
in moments of candor—rioting upon the un-
wary voter. 

To be sure, battles between elites 
and populists (or, more precisely, their 
respective political representatives), 

both between and within political parties, are 
plainly important skirmishes in the endless 
battle of politics. But to see the relationship 
between them as the permanent central real-
ity of the right side of the spectrum, however, 
goes too far, ignores too many other factors, 
and is vulnerable to confusion. 

To begin with, it loads the dice. Other 
things being equal, we’re reasonably inclined 
to think that the elites are likely to be bet-
ter than the sweaty working man at dealing 
with complicated issues. But that isn’t always 
true. Academic social research suggests that 
well-educated people may not be more dispas-
sionate judges of public events, merely better 
at defending their prejudices. The test of what 
works is better than a well-constructed fallacy.

As a test of political success between Left 
and Right elites, there’s no contest. Most of the 
entire period covered by Continetti, though 
it begins with the eclipse of the Progressive 
movement, has been a long march through 
the institutions of political and social power in 
America by progressives under various labels. 
As the Eisenhower-Nixon era with its stabi-
lizing comforts and challenges wound down,  

starting in the late 1960s, conservatives had to 
contend with a new range of social, economic, 
racial, and even national discontents (listed 
above) on which their touch was less sure. 
What’s more, the collapse of Communism re-
placed one foreign enemy with a dozen domes-
tic ones, liberated and energized by their loss 
of a disreputable patron. Radical leftism went 
native, and in doing so, it became more suc-
cessful. If you wish to see a monument to the 
legacy of progressive activism in Washington: 
look around. Half of the official buildings in 
the city house agencies that combine a highly 
dubious constitutional foundation with un-
limited lawmaking powers. Indeed, if you want 
a counter-example to the monumental suc-
cess of progressivism, consider the Religious 
Right’s campaign for school prayer, on which 
it enjoyed overwhelming popular support but 
after 50 years has won nothing more than the 
right of a football coach to say a private prayer 
on the field—and for which it is depicted by 
major cultural institutions as a sinister threat 
to liberty.

That contrast is a bitter rebuke 
to the elites who controlled the GOP 
for most of that time—and more than 

a rebuke to the GOP’s populist allies within 
the conservative movement. It was worse 
than a betrayal; it was an oversight. The party 
didn’t treat populist issues as priorities. 

How did that happen? 
Conservatives never really came to terms 

with the fact that, by the turn of the 20th 
century, the populists and the elites in the 
United States had changed places—ordi-
nary Americans were commonsensical and 
pragmatic, rooted in everyday reality, while 
the elites were driven by unruly passions that 
were justified by arcane academic jargon on 
everything from open borders to cultural ap-
propriation. An anti-American intelligentsia 
(or perhaps lumpenintelligentsia), miseducated 
in the very best schools, rose slowly through 
the major public and private institutions of 
American life and gradually altered the rules 
governing that life without gaining meaning-
ful democratic consent to their own new rules, 
or much caring about it. Their dominance, 
denied until recently, has now expanded gro-
tesquely into the movement of radical woke-
ness that threatens the country.

Conservative elites should surely have no-
ticed this earlier and taken stronger political 
actions to restrain and remedy it. After all, 
they had been educated in the same institu-
tions and by the same teachers as their liberal 
and increasingly radical colleagues. Maybe 
they saw their differences with old classmates 
across the partisan divide as less serious and 
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more tolerable than did those who obeyed 
more rules and regulations than they made. 
Or if not more tolerable, then perhaps more 
transient. A common reply from conserva-
tives to parents who complain that college 
has made their children hate them has been: 

“They’ll change when they enter the real 
world.” Instead, their children have changed 
the real world, and they have done so for ev-
erybody, including other people’s children in 
suburbs, slums, and small towns. 

Politicians and intellectuals in the “popu-
list” camp, like Pat Buchanan, saw wokeness 
in embryo because they listened to what ordi-
nary people were saying and didn’t treat their 
grievances as material for “wedge issues.” As 
a journalist Buchanan had to take their com-
plaints seriously because they were the audi-
ence for his columns. That’s why his writings 
in the 1980s and ’90s proved a better guide to 
the politics of the future than most of those 
who dismissed him.

In short, if we are to take this elite-populist 
relationship as the key to understanding the 
Right, then we must conclude that each side let 
the other down: the elites did so over a period 
of more than 30 years, the populists from be-
tween the 2016 primaries and a January after-
noon in 2021. Continetti remains worried by 
populism and tries to exorcise it by discussing 
why two conservatives he deeply admires, Ir-
ving Kristol and Ronald Reagan, took a dif-
ferent view of populism.

Irving kristol presents continetti 
with the greater problem because he had 
made an unusual principled case for con-

servative populism against the elites. Admit-
tedly, Kristol had gone back and forth on the 
matter:

In the 1970s he fretted over populism’s 
tendency to devolve into lawless revolt, 
conspiracy theory, and scapegoating 
of vulnerable minorities. By the mid-
1980s, however, he saw the activism of 
the populist New Right as “an effort 
to bring our governing elites to their 
senses.” The events of January 6, 2021 
took place more than a decade after 
Kristol’s death but confirmed his ini-
tial reservations.

I agree that Kristol would certainly have 
condemned the events of January 6 as a lawless 
revolt inspired by conspiracy theory (though 
it doesn’t seem to have been directed against 
any minorities). But wouldn’t Kristol also 
have condemned the events of 2020 across 
America that destroyed property and lives 

on a much larger scale, which were encour-
aged by America’s progressive political, aca-
demic, and media elites as justified responses 
to a supposedly white supremacist America? 
These went largely uncontrolled, misreported, 
and unpunished then and later by the police, 
the mainstream media, and the courts; and 
were financially supported by leading pub-
lic and political figures. Surely those events 
would have confirmed Kristol in his later view 
of populism as a necessary “effort to bring our 
governing elites to their senses”? It is, at the 
very least, a plausible conclusion.

Now, we come to continetti’s 
view of Ronald Reagan, which is 
in many respects the most interest-

ing and novel passage in the book. Reagan is 
the single most successful conservative of The 
Right’s 100 years. He restored America’s pre-
eminence in world politics, revived its fail-
ing economy, won the Cold War, united the 
various conservative factions into a harmo-
nious coalition, and passed on a Republican 
dominance in U.S. politics that his successors 
promptly squandered. What’s more, he did 
so while working within the laws, regulations, 
principles, and customs of the United States 
which indeed he venerated. So why is Conti-
netti uneasy about him? 

Although an early subscriber to National 
Review who devoured the arguments of the 
conservative intellectual movement, Reagan 
was really at heart a populist, Continetti la-
ments, and therefore a dubious or mislead-
ing guide to the future of conservatism. Now, 
I’m not at all sure that Reagan was a populist 
unless populism means something anodyne 
like “responsive to the opinions of the voters” 
(which is something all democratic politicians 
have to be). I’m even less sure that populism 
is a useful concept as the word is employed by 
most political pundits today: namely, as the 
manifestly bad alternative to “liberal democ-
racy.” This usage has been devised mainly to 
wrong-foot democratic opponents of liberal 
parties by writing them out of respectable 
politics. Fortunately, Continetti offers a bet-
ter definition in his own discussion of popu-
lism when he declares that it had become one 
element of a Right that was “unabashedly 
opposed to liberal elites, skeptical of creden-
tialed experts, and hostile to the established 
voices of print and cable media.” Reagan made 
this populism more respectable by injecting 

“the populist rebellion of the late 1970s with 
his peculiar qualities of optimism, sunniness, 
humor, and unflappability.” For Continetti, 
his example had subsequently warped our un-
derstanding of its dangers. 

Is this fair or reasonable? surely rea-
gan’s supposed populism had two features. 
The first was his unembarrassed celebra-

tion of America and American institutions 
that went deeper than statecraft. The second 
was that Reagan—while being more than a 
populist himself—recognized the legitimacy 
of populist grievances and treated populism’s 
political leaders respectfully. He fought for 
their causes with a cheerful bravery, and even 
when he lost (as over the nomination of Rob-
ert Bork to the Supreme Court), he conveyed 
the comforting democratic truth that no 
cause is ever lost permanently in a free society. 
In doing so he reconciled populist (and other) 
constituencies to political realities. His ami-
able rhetoric treated all fellow Americans—
and notably, opponents—as people of good-
will who could be trusted with freedom. In 
all these ways he strengthened the American 
regime. On the day he left the White House 
the United States was unusually stable and 
at peace with itself, as much as in the Eisen-
hower years, and far more so than eight years 
previously. Reagan’s reputation rose steadily 
between then and his death in 2004, which 
led to some very rare soul-searching among 
journalists as to whether they had covered his 
administration fairly. In short, Reagan’s suc-
cess was an astonishing achievement—in part, 
a populist one—because it consisted of gov-
erning with the grain of the American char-
acter, especially its conservative side, while 
offering all Americans the reassurance of a 
unifying patriotic rhetoric and symbolism. 

The riot on January 6 occurred 33 years 
after Reagan left office. In the few years 
on either side of that day, American poli-
tics has developed an atmosphere worse 
perhaps than the 1950s atmosphere sur-
rounding McCarthyism and its opponents, 
of which conservative poet Peter Viereck 
wrote, “I am against hysteria, but I am also 
against hysteria about hysteria.” With The 
Right, Matthew Continetti has written a 
fine, comprehensive, and readable narra-
tive of the rip-roaring history of American 
conservatism with its amazing repertory 
company of statesmen, philosophers, and 
eccentrics. It’s a remarkable achievement 
and a great read but one over-influenced by 
the “insurrection” and the blowback to it that 
took place when its final pages were being 
written. Readers like me will look forward 
to the second edition with an Afterword on 
populism in the Age of Woke.

John O’Sullivan is president of the Danube In-
stitute, and a former editor-in-chief of National 
Review.
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Postliberalism: The New Centre Ground of
British Politics

ADRIAN PABST

Abstract
Brexit and support for anti-establishment insurgencies suggest that British politics is moving
away from the old left–right opposition towards a new divide between the defenders and
detractors of progressive liberalism. As this article suggests, progressive liberalism differs sig-
nificantly from both classical and new liberalism. It fuses free-market economics with social
egalitarianism and identity politics. Both the hard left and the radical right reject this combi-
nation and want to undo a number of liberal achievements.
British politics is also moving in a postliberal direction. In the economy, postliberalism sig-
nals a shift from rampant market capitalism to economic justice and reciprocity. In society, it
signals a shift from individualism and egalitarianism to social solidarity and fraternal rela-
tions. And politically, it signals a shift from the minority politics of vested interests and balk-
anised group identity to a majority politics based on a balance of interests, shared identity
and the embedding of state and market in the intermediary institutions of civil society. This
article argues that postliberalism is redefining Britain’s political centre ground in an age
where neither progressive liberalism nor reactionary anti-liberalism commands majority sup-
port. First, it charts the ascendancy of progressive liberalism over the past quarter-century.
Second, it contrasts anti-liberal reactions with postliberal alternatives, before exploring why
earlier iterations of postliberalism failed to gain traction with the political mainstream. Third,
it provides a discussion and critique of Theresa May’s postliberal conservatism, notably the
tension between free-market globalisation and free trade, on the one hand, and the support
for national industry and the indigenous working class, on the other.
Keywords: progressive liberalism, individualism, egalitarianism, postliberalism, economic
justice, social solidarity, centre ground, majority politics

A new postliberal era?
BREXIT AND support for anti-establishment
insurgencies indicate that British politics is
moving away from the old left–right opposi-
tion towards a new divide between the defend-
ers and detractors of progressive liberalism. As
I argue below, progressive liberalism differs
significantly from both classical and new liber-
alism. It fuses free-market economics with
social egalitarianism and identity politics, and
it promotes the joint power of market mecha-
nisms and state intervention aimed at increas-
ing choice and emancipation. Progressive
liberalism underpins a broad consensus
between the Conservatives, Labour and the
Liberal Democrats since the mid-1990s around
globalisation, immigration, social equality and

the worldwide promotion of democracy and
human rights.

In an age of economic and cultural insecu-
rity, the liberal-progressive consensus is
breaking down. The extremes on the left and
the right are resurgent, and each rejects one
side of progressive liberalism. The hard left
wants to replace market fundamentalism
with a statist economy, whereas the radical
right seeks to roll back social egalitarianism
in favour of nationalism and even atavistic
ethno-centrism.

There are also signs that British politics is
moving in a postliberal direction, rejecting
the economic and social liberalism that has
been dominant for the past four decades. In
the economy, postliberalism signals a shift
from rampant market capitalism to economic
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justice and reciprocity. In society, it signals a
shift from individualism and egalitarianism
to social solidarity and fraternal relations.
And politically, it signals a shift from the
minority politics of vested interests and balk-
anised group identity to a majority politics
based on a balance of interests and shared
identity. Linking strands of postliberalism
together is an emphasis on the embedding of
state and market in the intermediary institu-
tions of civil society, which give people
agency—professional associations, profit-
sharing businesses, trade unions, universities,
ecological groups and devolved government.
The Red Tory and Blue Labour factions

were early examples of postliberal politics.
They challenged the progressive-liberal con-
sensus by arguing that it intensified an
imbalanced finance capitalism, a remote cen-
tral state and a more atomised society which
lacked a positive conception of belonging.1

Both had some intellectual influence on
David Cameron’s Big Society narrative and
Ed Miliband’s vision of One Nation Labour,
but in each case the party leadership
retreated to variants of progressive liberalism
as the default setting.
Now Theresa May has distanced herself

from Thatcher’s economic liberalism and
Cameron’s social liberalism in an attempt to
renew a more traditional Toryism. She
declared both before and after becoming
Prime Minister that ‘we [the Conservatives]
don’t just believe in markets, but in commu-
nities. We don’t just believe in individualism,
but in society’, while also emphasising the
importance of ‘the bonds of family, commu-
nity, citizenship’ and the crucial role of gov-
ernment to ‘nurture those relationships,
networks and institutions’ that make a
‘shared society’ work.2

Can May’s rhetorical commitment to
postliberal conservatism translate into a
political agenda that breaks with four dec-
ades of Tory market individualism? Does
her apparent postliberalism represent a para-
digm shift compared with the 1979 settle-
ment now in crisis? As the Guardian
columnist Martin Kettle suggests,

These are still early days, but May’s
speeches, both before and after becoming
prime minister, are unified by post-liberal
thinking. . . Brexit is in part a revolt against a

set of characteristics of modern liberalism.
We have a new political agenda that no
political party can afford to ignore. Whether
we consider ourselves liberal or not, we
increasingly inhabit post-liberal times.3

This article argues that postliberalism is
redefining Britain’s political centre ground in
an age where neither progressive liberalism
nor reactionary anti-liberalism commands
majority support. First, it charts the ascen-
dancy of progressive liberalism over the past
quarter-century. Second, it contrasts anti-
liberal reactions with postliberal alternatives
before exploring why earlier iterations of
postliberalism failed to gain traction with the
political mainstream. Third, it provides a
discussion and critique of Theresa May’s
postliberal conservatism, notably the tension
between free-market globalisation and free
trade, on the one hand, and the support for
national industry and the indigenous work-
ing class, on the other hand.

The rise and rise of progressive
liberalism
The origins of postliberalism can be traced
to the crisis of the two models that have
been dominant since 1945: first, the postwar
settlement of ‘embedded liberalism’ that
was regulated by Keynesian economics of
full employment and demand management;
second, the post-1970s settlement of ‘neolib-
eralism’ that was driven by Hayekian eco-
nomics of controlling inflation and enacting
supply-side reforms. Both models were
modernising projects that viewed state and
market as the key institutions to govern
society. Whereas the first model focused on
the administrative state to control from the
top down what were hitherto more mutual
arrangements, the second shifted the empha-
sis to the free market as the main mode of
social organisation.
Both provided greater freedoms and

opportunities, but they also reinforced the
dual effect of disembedding politics and the
economy from society and embedding social
bonds in power relations and transactional
ties, to use Karl Polanyi’s terminology.4 Just
as liberalism in its progressive adaptation
became increasingly associated with the twin
forces of state and market, postliberalism (as
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I will suggest) focuses on the primacy of
society—the social bonds and civic ties that
provide relationships of reciprocity.
Starting in the 1990s with Bill Clinton’s

‘new center’ and Tony Blair’s ‘third way’, pro-
gressive politics took modernisation to the
next level by fusing state bureaucracy with
market exchange: private providers were
invited to deliver key public services, and the
state expanded its influence into new areas of
the private sector and private sphere through
novel forms of regulation and surveillance
(however supposedly ‘light-touch’). This
fusion led to new paradoxical phenomena
such as the market state that seeks to reshape
‘autonomous social institutions as bureau-
cratic replicas of business enterprises’.5 In the
process, New Labour developed Margaret
Thatcher’s neoliberal market fundamentalism
in a more redistributionist direction, with
greater central state involvement in the econ-
omy and welfare (symbolised by signing up
to the Maastricht Treaty’s social chapter),
while simultaneously devolving power and
enacting far-reaching reforms aimed at mod-
ernising Britain’s constitution.

After 2010 a combination of spending cuts
and lower taxes for the wealthy reversed
many of New Labour’s redistributive poli-
cies, but David Cameron’s ‘compassionate
conservatism’ was also a continuation of
progressive politics by other means. Like his
political role model Blair, Cameron sought to
detoxify his party’s tarnished brand by
espousing modern causes—hugging huskies
and hoodies—and proceeding with equality
legislation such as that on same-sex mar-
riage. As important ideological differences
with the Labour party and the Liberal
Democrats on multiculturalism and Europe
became more entrenched, the Conservatives
nonetheless championed an agenda of pro-
gressive modernisation, including foreign
aid, climate change and the ‘life chances’
agenda of state intervention to tackle deep-
seated poverty. There was a broad consensus
at the heart of British politics around free-
market globalisation, high levels of immigra-
tion, a certain commitment to social equality,
and the worldwide promotion of liberal
democracy and individual human rights.
Of the three traditions that have shaped

Britain’s history since the nineteenth century,
liberalism had come to define the political

centre ground more than conservatism or
socialism. The liberal ascendancy in the late
twentieth century owed less to the classical
liberalism of Locke, with its focus on liberty,
the rule of law and limited government, or
the new liberalism of T. H. Green and L. T.
Hobhouse, with its emphasis on the condi-
tions of individual flourishing sustained by
networks of mutual assistance.6 Rather, liber-
alism in its modernising and progressive
adaptation took a socially egalitarian and
economically individualist turn. The liberal
accentuation of ‘negative’ freedom rather
than substantive, shared ends underpinned
the promotion of abstract ideals such as
emancipation, self-expression and choice.
And the liberal primacy of the individual
over social groups led to the preference for
state and market mechanisms over the inter-
mediary institutions of civil society.
The three main parties gradually con-

verged around this progressive liberalism.
First the Labour party increasingly ignored
its traditions of mutualism and self-help and
embraced instead sociocultural individualism
underwritten by the state. Then the Conser-
vatives abandoned their Burkean heritage of
community in favour of market individual-
ism. And finally the Liberal Democrats
largely forgot their own legacy of self-
organising citizens within civil society and
advanced an agenda of both economic and
sociocultural individualism.
The rise to power of liberal progressivism

was neither linear nor complete. Harold Wil-
son (rather like Clement Attlee) was a patriot
who, in his quest to modernise Britain, took
the trade unions, party activists, MPs and
the public with him, but the social reforms
of his Home Secretary Roy Jenkins proved
controversial with the traditional working-
class Labour supporters who were more
socially conservative. Blair followed Attlee’s
and Wilson’s example of offering a vision of
national renewal based on common endeav-
our, shared sacrifice and contribution, which
was part of the Labour tradition of support-
ing work, family and nation. But his vision
of a socially embedded national stakeholder
economy gradually gave way to globalised
liberal capitalism, and international solidar-
ity came to mean liberal interventionism.
Meanwhile, the Conservatives sought to

combine market liberalism with a dose of
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social conservatism in the form of John
Major’s ‘back to basics’ campaign and Iain
Duncan Smith’s conversion from an arch-
Thatcherite into a man on a mission to mend
‘broken Britain’. A few years later, David
Cameron’s early backing of the Big Society
was undone by his support for austerity and
an intensification of neoliberal economics.
For their part, the Liberal Democrats consis-
tently advocated devolution and constitu-
tional reform (including two elected
chambers based on more proportional repre-
sentation), but their commitment to the inter-
mediary institutions of civil society was
trumped by the free-market fundamentalism
of the Orange Book Liberals led by Nick
Clegg. In short, each of the three parties
gradually embraced a progressive liberalism
that combines neoliberal market fundamen-
talism with varying degrees of sociocultural
individualism.

Liberalism, anti-liberalism and the
postliberal alternative
The past half-century has witnessed two rev-
olutions that are but one: the social liberal-
ism of the left in the 1960s and the economic
liberalism of the right in the 1980s. As David
Lammy MP writes,

The [2011] riots were signposts to the failure
of successive governments to deal with the
downsides of two revolutions. A social revo-
lution in the 1960s made us freer, more toler-
ant and a more vibrant nation. An economic
revolution in the 1980s made Britain more
prosperous and innovative. But, left
unchecked, the combination of the two revo-
lutions has made us more atomised, more
unequal and less compassionate. Our culture
is more hyper-individualised and our social
fabric is stretched and damaged. The malaise
of long-term worklessness, materialism, the
inadequacy of the criminal justice system
and the lack of positive male role models
came together in a perfect storm during
August 2011.7

Historically, each ‘face’ of liberalism seemed
to be the opposite of the other. The socially
liberal left appealed to the state to protect
the people from the forces of the free market
championed by the economically liberal right
after 1979. Meanwhile, the right used to

defend conservative values of family and the
nation against immigration and emancipa-
tion that the post-1960s left celebrated. In the
1990s, British politics entered a new era in
which the fusion of both liberalisms gave
credence to Polanyi’s thesis that market
modernisation rests on the primacy of poli-
tics and economics over society. The two lib-
eralisms are mutually reinforcing in that
they exacerbate the concentration of political
and economic power in the hands of small
groups.8 This tends to hollow out democracy
and society, as the social damage involved
in the capture of the market by vested inter-
ests requires constant state intervention.

Progressive liberalism has led to signifi-
cant disillusionment with the way politics is
done. The modernisers did not show suffi-
cient sympathy or understanding for those
who feel powerless, left behind by globalisa-
tion and ignored by large sections of the
liberal-progressive elites. Until recently, the
two main political parties struggled to win
strong majorities, faced with a sustained
insurgency from the extremes.

Labour confronts an existential crisis as its
traditional working-class base is declining
and the party is now dominated by the hard
left around Jeremy Corbyn. Support for the
party is found predominantly in big cities,
among socially liberal young people and
parts of the affluent middle class, public sec-
tor workers and some minority ethnic com-
munities. Labour with its ambivalent stance
on Brexit, despite an influx of several hun-
dred thousand new members, does not look
like it can build a new cross-class and cross-
cultural coalition capable of winning a par-
liamentary—never mind popular—majority.

The Conservative party has an electoral
constituency with a broader demographic and
geographic spread, but it may yet be chal-
lenged on its left by the pro-Remain Liberal
Democrats and on its right by the hardcore
Brexiteers of UKIP. In future this challenge
might involve a new ‘people’s movement’ that
could be set up and funded by the current
UKIP donor Aaron Banks, who bankrolled the
Leave.EU group and is close to the ‘alt-right’
around Donald Trump. The greatest threat to
a large parliamentary majority in the general
election on 8 June 2017 is a low turnout linked
to voting fatigue and a lack of trust in the
Tories to defend the labour interest.
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Insurgent anti-establishment forces such as
UKIP and the militant Momentum group
close to Corbyn are deeply divided over
open borders, migration, multiculturalism
and globalism versus nativism. But they do
share a certain anti-liberal outlook. First of
all, both are opposed to key characteristics of
economic liberalism and clamour for more
national sovereignty to protect the country
from the forces of globalisation. They com-
bine protectionism with more welfare and
view national elites as being in collusion
with multinational corporations at the
expense of ordinary citizens. Second, the
hard left and the radical right also argue for
much more central state intervention, which
undermines the freedom to associate and
build intermediary institutions. Third, both
make use of demagogical, fact-free manipu-
lation of emotion and appeal to the sup-
posed will of ‘the People’ in ways that are
reminiscent of 1930s authoritarianism. And,
fourth, both promote a plebiscite populism
that locks politics into a dialectical move-
ment between empty mass theatrics and the
power of oligarchy old or new.9

There is thus a double convergence at
work in British politics: just as the three
main parties converged around variants of
individualism, so too insurgent populists are
converging around variants of statism. Nei-
ther the progressive liberal centre nor the
reactionary anti-liberal extremes can be
mapped according to the old binary opposi-
tion of left and right because both view poli-
tics as oscillating between two alternative
poles: isolated individuals with their rights
and liberties versus the collective power of
the state either to secure or override them.
Postliberalism, by contrast, signals a poli-

tics that prioritises society over state and
market. This means the embedding of state
agencies and market mechanisms in interme-
diary institutions: from local government via
regional organisations to nationwide profes-
sional bodies (employers’ associations and
trade unions), manufacturing and trading
guilds as well as universities. A postliberal
politics also emphasises the importance of
families and social groups as the main basis
of partisan loyalties rooted in ways of life
often inherited across generations.
Such a perspective is supported by evi-

dence showing that the most significant

drivers of political identification and voting
behaviour are ‘group ties and social identi-
ties’.10 For a sizeable majority of the elec-
torate, politics is primarily about identity
and belonging—beginning with the question
‘where do people like me fit in?’ and then
asking ‘which party is for people like us?’
before considering specific policies.11 For this
reason, early examples of postliberal think-
ing such as Red Tory and Blue Labour
focused on values that liberal progressives
neglected, such as family, work, place,
mutual obligation and patriotism.
The Red Tory and Blue Labour factions had

some influence on political debate and policy
ideas, but ultimately failed to gain traction
with the mainstream of the Conservatives and
Labour. Neither had a sufficiently developed
political economy that could provide a con-
vincing alternative to the binary choice
between Keynesian and Hayekian economics.
There was also the unwillingness of the
respective party leadership to ‘own’ a politics
that is significantly different from the old
orthodoxy of progressive liberalism.
Cameron’s Big Society, which was in part

shaped by Red Tory ideas of tackling mono-
poly capitalism, lacked a political economy
that could withstand the challenge from
neoliberal austerity following the 2008–9 eco-
nomic crash. Miliband’s One Nation Labour
narrative was built on the work of the policy
review led by Jon Cruddas MP and other
Blue Labour thinkers such as Maurice Glas-
man and Jonathan Rutherford.12 But the then
Labour leader retreated to a 35 per cent
strategy based on standard left-wing themes
such as austerity-lite, more NHS funding
and the ‘cost of living crisis’, abandoning a
bold agenda that included regional invest-
ment banks, vocational training, nationwide
apprenticeships and workers’ representatives
on company boards.

May’s postliberal conservatism
and its contradictions
Some of these Blue Labour ideas seem to have
found their way into Theresa May’s postliberal
thinking. Her critique of George Osborne’s
record failed to mention key reforms such as
the living wage, the apprenticeship levy on
large businesses and the national infrastructure
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commission—announced in the former Chan-
cellor’s ‘One Nation Conservative’ budget in
July 2015, which also reflected some Blue
Labour-inspired proposals in Labour’s 2015
general election manifesto. But her attack on
financial elites and tax-dodging multinationals,
her promise to tackle the pay gap between
managers and employees, her embrace of
industrial policy backed by new development
bonds, her support for some voluntary worker
representation on company boards and her
plans to address workers’ rights in the so-
called ‘gig economy’ potentially mark a break
with four decades of economic liberalism.
One key difference with the early postlib-

eralism of the Big Society and One Nation
Labour is that May seems prepared to
underpin her rhetorical commitment to
greater economic justice and social cohesion
with a more explicit political economy. It
intends not so much to offer mere compensa-
tion for the side effects of globalisation as to
provide fundamental reforms which would
begin to change the nature of the market
itself. One example is the aligning of execu-
tive pay with the company’s long-term
performance and the interests of its share-
holders, employees and consumers—as
outlined in the government’s corporate
governance review.
May also appears to reject the liberal tri-

umph of market selfishness over shared
prosperity and has pledged to deploy an
active state and legal system in order to help
shape an economy at the service of society:
‘We don’t hate the state, we value the role
that only the state can play’, and ‘it’s time
to. . . employ the power of government for
the good of the people’, as she said in the
above cited speeches. Her promise of a new,
economically more egalitarian national settle-
ment is fundamentally at odds with a Con-
servative Party that pioneered economic
liberalism and promoted the market-based
reforms and globalisation now in question.
May’s government also seems committed

to a greater role for the state. In an extension
of the Northern Powerhouses initiative, she
seems to favour more local and regional self-
government (here echoing the radical Tory
legacy of Joseph Chamberlain promoted by
May’s joint chief of staff Nick Timothy) and
also strategic government involvement to
boost investment in housing, life sciences,

green technology and high-tech manufactur-
ing. The chosen approach is to avoid both
nationalisation and privatisation in favour of
a new active role for the state to provide
‘patient capital’ in support of business
investment—as set out in the government’s
green paper on industrial strategy.
May’s aim is apparently to replace Thatch-

er’s and Osborne’s trickle-down economics
with a form of distributism by sharing assets
and raising wages—not old-style top-down
redistribution through tax-and-spend. This
suggests that she could be the first Conser-
vative leader in nearly forty years to reject
Gladstone’s ‘Whig conservatism’, with its
emphasis on the unfettered market and self-
help, in favour of an updated version of
‘High Toryism’, with its focus on national
unity, mutual assistance, support of the
needy and a measure of protectionism. For
example, she has indicated that her govern-
ment might step in to protect strategically
important sectors such as steel and pharma-
ceuticals and, if necessary, prevent the sale
of yet more British family silver to asset-
stripping foreign corporations. That seems to
have influenced her decision to include a
government veto in all future foreign
involvement in critical infrastructure invest-
ment as part of the delayed approval of the
deal involving France and China on a new
nuclear power station at Hinkley Point.
These examples highlight the tensions that

beset May’s attempt to implement a postlib-
eral agenda. The decision of this erstwhile
Remainer to go along with a ‘hard Brexit’ (exit
from the EU’s single market and the customs
union), so leaving her free to pursue a One
Nation postliberal conservatism at home,
looks set to run into contradictions. Already,
her preparedness to sacrifice the free market
in labour to protect borders is facing opposi-
tion from those Tories who are perfectly
happy about immigration benefiting big busi-
ness, but wish for even more deregulated
trade than EU membership will allow.
Unrestricted free trade on the global mar-

ket without regional customs tariff agree-
ments as provided by the EU is likely
to hurt the very workers that May claims to
defend when she speaks of a ‘country that
works not for a privileged few, but for every
one of us’.13 They seem for the moment to
be reassured by promised restrictions on
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immigration, but may become less so if these
restrictions fail to materialise and higher
inflation because of a weaker sterling leads
to a further fall in their living standards.
Moreover, a recourse to low tax and low
regulation standards, combined with support
for the most uninhibited global exponents
of financial and business practice in the
City of London, is incompatible with the
forging of a domestic social market. Nor,
given the current trajectory of globalisation,
is it easy to achieve this in one country
acting alone.

In understandable reaction to the unequal
predations of globalisation and ‘free trade’
there is a role for selective and temporary
state protection for certain sectors. Recent
examples include former President Obama’s
support for the US car industry or the case
for rescuing Britain’s steel industry. But on
the other hand, it is worth remembering that
protectionism has almost always reinforced
interstate conflict. It fails to match the opera-
tion of capital at the global level, where
more targeted political cooperation is needed
to encourage a model of globalisation that
works for all, which is a recurrent theme in
May’s speeches. An organisation like the EU,
establishing privileged trade access under
agreed rules between a group of nations,
offers precisely the ‘third way’ between free
trade and protection that tends to promote
international pacification. Paradoxically, it
provides the kind of alternative May seeks
to chart between globalism and nationalism.

Thus there is a fundamental contradiction
between more free trade as part of the govern-
ment’s Global Britain strategy and the protec-
tion of those workers who have been forgotten
by decades of deindustrialisation and global
finance. May’s purported commitment to eco-
nomic justice is undermined by a continued
reliance on key aspects of free-market liberal-
ism, which stops government from tackling
Britain’s financial system, which favours spec-
ulative banking over lending to UK businesses,
in particular small- and medium-sized enter-
prises. The financialisation of the economy has
entrenched a culture of short-termism since
Thatcher’s 1986 Big Bang reforms that liber-
alised and deregulated finance, prioritising
shareholder returns and share buy-backs over
long-term investment in physical capital or
workers’ skills, including a range of vocational

abilities. Decades of underinvestment in voca-
tional skills and the transformation of poly-
technics into universities have contributed to a
chronic deficit of vocational skills that under-
pins Britain’s flat-lining labour productivity
and sustains the business demand for skilled
migrants. A more lopsided economy has
weakened the common culture and social
cohesion which May claims she wants to
renew using the state.

In turn, this highlights a further contradic-
tion of May’s postliberalism, between further
free trade and the financial economy, on the
one hand, and the education reforms that she
herself described as setting Britain on a path
to being the world’s ‘great meritocracy’, on
the other hand. Although rightly motivated
by a desire to give better opportunities to
bright children in poor areas, May’s commit-
ment to building more grammar schools is
not just at odds with the Tories’ ‘equal life
chances’ agenda (as outlined in the 2015 elec-
tion manifesto). There is also a question over
the exact purpose of the proposed reforms. Is
it to build a new elite of supposed high
achievers by selecting them ‘in a fair and
meritocratic way’14 —in line with the promise
outlined in her education speech? Or rather,
is the purpose to choose those who meet a
minimum level of competence, in the hope
that this will include the best?15 Since the
numbers of pupils selected for grammar
schools are so small, does this suggest that
May’s education plans will merely provide a
semblance of greater equality of opportunity?
If so, then it seems that her government seeks
marginally to improve the living conditions
of those ‘just about managing’, making sure
people are more content with their current
status, while the ruling elite remain in power
by controlling access to advancement.

Nor does a concern for merit shape May’s
economic strategy. The government’s green
paper on industrial policy correctly identifies
regional inequalities in relation to productiv-
ity and innovation, but the proposed focus
on greater specialisation in cutting-edge
high-tech sectors fails to address the question
of how to renew more traditional sectors
and build local supply chains in support of
people and communities where they are.
What is missing is a Conservative challenge
to the power of centralised finance in
the City of London, combined with a
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determination to build a network of both
sectoral and regional banks that can channel
capital into the productive activities of small
and medium enterprises. Fundamentally,
May’s government has so far not translated
the aspiration of greater economic justice
into concrete, transformative action.
Herein lies a deeper philosophical problem

with May’s version of meritocracy, which is
narrowly focused on trying to both increase
economic growth and boost social mobility.
Higher growth of an imbalanced economy
will only serve to increase inequality and a
growing sense of injustice about a system
that is rigged in favour of certain sectors and
groups. Moreover, social mobility involves
both winners and losers and therefore under-
mines May’s promise to ‘build a country
that works for everyone’. The twin emphasis
on growth and social mobility suggests that
May’s conservative postliberalism rests more
on increasing equality of opportunity, which
benefits those coming from families with
wealth and connections, than it does on
recognising merit based on different talents
and vocations.
State support for upward mobility fails to

recognise that most people will never ‘win’,
or never succeed very far in pure liberal, free
market terms. Arguably, a truly ‘High Tory’
vision —as opposed to a Whiggism decked
out in sentiment—requires higher economic
success and more social esteem for non-aca-
demic qualifications and employment (start-
ing with BTEC qualifications). This suggests
that May’s conception of postliberalism uses
the more conservative language of Burke
and Disraeli but deploys Thatcherite means
by arguing that only individual merit should
determine social outcome—not any support
from family, community or colleagues. The
only exception is the central state if it
chooses to intervene on behalf of certain
individuals. May’s meritocracy therefore
means natural individual ability combined
with state intervention, rather than the help
of intermediary institutions and social
groups that she purports to champion in her
vision of the ‘shared society’.

Even more fundamentally, the problem
with May’s version of meritocracy is that it
focuses exclusively on the best and the
brightest, as Michael Young already foresaw
in 1958 when he coined the term.16 Leaving

aside the sheer complexity of identifying the
most able, such a focus risks reinforcing a
dangerous resentment among the many who
carry out necessary but unglamorous tasks,
and remain rooted in one place (as is under-
scored by the Brexit vote). May’s purported
commitment to building a ‘shared society’
has little to say about how not just the state
but also the market and the intermediary
institutions of civil society can afford ade-
quate, comfortable provision and a sense of
dignity and respect consequent upon appre-
ciation for their service. There is, in other
words, a contradiction between the economic
modernisation of Global Britain and greater
national solidarity.
In turn, this argument takes us back full

circle to May’s postliberal political economy.
Her emphasis on greater popular participa-
tion in the sharing of assets such as housing
and more worker involvement in the run-
ning of companies suggests that her pro-
posed alternative to economic liberalism is
(with much present irony) a more continen-
tal European system of company governance
and ethos, which favours mutual benefit
over an Anglo-Saxon ‘winner-takes-all’ men-
tality. The test of May’s postliberalism will
then be whether she can avoid either liberal
economics or liberal statism by forging a
social market. A purely buccaneering app-
roach to Europe and the agenda of a Global
Britain based on free trade is likely to ensure
a backsliding in a neoliberal direction. The
failure to build a strong social and economic
settlement at home will weaken Britain’s
ability to shape a new global economy that
benefits those who are experiencing eco-
nomic and cultural insecurity.

A new postliberal centre ground
In one sense, politics seems to revert to the
binary opposite between left and right, as a
majority Conservative government and the
support for the hard left around Jeremy Cor-
byn suggests. But, in another sense, the real
divide is between a more progressive politics
that fuses economic with social liberalism
and the reactionary extremes on both the left
and the right that want to undo liberal
achievements. One emerging alternative to
both is a postliberal politics that promotes
both economic justice and social solidarity
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by using state intervention. In the words of
May, ‘it is time to reject the ideological tem-
plates provided by the socialist left and the
libertarian right and to embrace a new centre
ground in which government steps up—and
not back—to act on behalf of us all’.17 How-
ever, May’s version of conservative postliber-
alism so far does not depart sufficiently from
the liberal-progressivist fusion of state with
market power, in particular her commitment
to state-sponsored free trade.
The contradictions at the heart of May’s

agenda suggest that a more coherent postlib-
eral political agenda would need to tran-
scend the old binary oppositions of state
versus market, individual versus collective,
self-interest versus altruism and open versus
closed in the direction of certain common
goals such as greater popular participation,
more involvement of intermediary institu-
tions in the polity, shared prosperity based
on strategic cooperation and a better balance
of interests between the national and the glo-
bal. At a time when Brexit and anti-establish-
ment insurgencies (not least the election of
Donald Trump) are indications that politics
is shifting away from the left–right divide,
postliberal thinking is changing the terms of
debate and redefining Britain’s political cen-
tre ground. It opens up a space to rethink a
majority politics around a series of paradoxi-
cal combinations: fiscal discipline and eco-
nomic justice; a further devolution of power
to people and a more active role of govern-
ment; more global trade and a strategy for
national industry; greater patriotism and a
stronger international outlook.
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This debt-funded modern entitlement culture will 
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EXECUTIVE SUMMARY: It is too early 
to be definitive about the political and 
economic consequences of the pandemic. 
However, one aspect seems already clear, 
and painfully so for those who believe 
true prosperity and liberty can only come 
with a small state that sticks to the basics 
of government.  

It is that the excessive increases in public 
spending most governments in the developed 
world chose to make, to cushion the economic 
effects of closing down large parts of their 
economies, show alarming signs of becoming 
permanent. This is not necessarily in the 
same form as during the Covid crisis, but in 
new social spending that shifts yet more of 
the financial risks of everyday life from the 
individual or family to the public purse.  

True, the monetarist, free-market ideas 
that once defined liberal and conservative 
governance in Australia, the UK and the US 
had been largely abandoned during the past 
decade. However, since the Covid crisis began 
in March 2020, there has been a renewal of 
the long-lapsed faith in the power of the state 
all across the Western world. It is fair to say 
this political transformation is due to cynicism 
rather than a genuine shift of principle.  

Even supposedly right-of-centre governments, 
such as Boris Johnson’s Conservative and 
Scott Morrison’s Coalition governments, 
are embracing the political left’s economic 
credentials as interventionists and big 
spenders. Borrowing remains at astronomical 
levels. Taxes are rising, and set to rise further. 
And a debt-funded modern entitlement culture 
has taken hold, now tinged with the politics of 
identity and inclusion.  

As the Covid crisis mounted, governments 
naturally took steps to keep deaths to a 
minimum, though with varying success. It has 
become clear that in our increasingly secularist 
society, there is a willingness to bear a very 
high social cost to avoid any deaths, at least 
from the virus. In a welfarist society, not only 
do many people expect the state to take the 

blame for any catastrophe that affects them, 
but it also becomes the state’s responsibility to 
organise the protection of individuals affected 
by it.  

Put it another way: most Western governments 
decided they would suffer political damage if 
they did not order hardline precautions, and 
then compensate from the public purses those 
businesses and individuals affected.  

The electorates in the nations where this policy 
has been pursued have generally approved of 
this growth in the power of the state. Wage 
subsidies and furlough schemes have been paid 
for large sections of the population to spend 
months at home. In this way, state largesse 
has permitted many private businesses to 
survive until they could reopen.  

Normally, businesses should be expected to 
bear risks to their profitability and survival, 
but this is not a normal risk. Logically, it is fair 
that a government that orders whole sectors to 
stop trading — such as retail, hospitality, gyms 
and hairdressers — should compensate the 
owners and employees of such businesses for 
losses sustained by being forbidden to trade. 
If electorates believed governments reacted 
wrongly in making such orders (and polls 
suggest they don’t), they would turf them out 
of power at the earliest opportunity.  

If anything, electorates seem determined to 
punish governments they feel have responded 
inadequately to the crisis. One Western leader 
who failed in this regard was Donald Trump, 
whose performance during the pandemic 
contributed to his election defeat.  

Conventional wisdom holds that economies will 
pick up quickly and grow sufficiently strongly 
that the debt incurred will be worn down relative 
to the size of economies and tax revenues. It is 
also argued that, with interest rates around the 
developed world exceptionally low and likely to 
remain so for a long time, the heavy borrowing 
that has taken place can be cheaply financed. 
Perhaps. But both of these arguments are 
exceptionally optimistic. This is especially the 
case for Australia: relations with our largest 
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trading partner continue to deteriorate and, if 
the past is any guide, soaring terms of trade 
helped by high iron ore prices will not last.  

More generally, it remains to be seen just how 
strong or weak economic growth will be once 
the sugar hit of fiscal stimulus fades, as it must. 
The underlying performance of the Australian 
economy was mediocre even before the crisis, 
with productivity virtually staggering, and 
there is every reason to expect a return to 
those conditions in the absence of reformist 
policies.  

Moreover, the inflationary consequences of the 
massive rise in borrowing and the additional 
money pumped into the economy are likely to 
mean interest rates do not stay at rock bottom 
indefinitely. It is little short of insanity for 
governments to pursue this form of extreme 
Keynesianism, and not to start reducing the 
size of the state now the pandemic is waning. 
Cushioning the blow of lockdowns is one thing: 
financing an alternative form of socialism is 
quite another.  

The electorates currently so happy with free-
spending budgets seem oblivious that the costs 
will continue to be paid by their grandchildren. 
Perhaps they should be reminded in situations 
such as this it is not just the super-rich and 

wealthy who end up footing the tax bill: it is 
everyone.  

For the moment, governments win popularity 
by engaging in this high-spending, nannying 
management of populations. In response, 
these populations seem to suggest they like 
having others decide for them not just what 
they do and how they do it, but also how to 
spend their money.  

Economic history ought to tell these 
governments — and those who think they are 
doing such a brilliant job — that the usual end 
result of periods of high taxation and high public 
spending is massive economic inefficiency, 
overregulation and suppressed prosperity. And 
that is before one even considers the effects on 
freedom of the individual.  

It is a dark age indeed when political 
movements of the centre right take a cynical 
decision to keep quiet about such verities.   

Tom Switzer is Executive Director and 
Robert Carling is a Senior Fellow at 
the Centre for Independent Studies in 
Sydney.    
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No Black holes, just ALP's legacy

Robert Carling, The Australian Financial Review, 2 June 2022.   

EXECUTIVE SUMMARY: Fiscal discipline 
Labor hasn't inherited any hidden budget 
surprises. It is spending monuments 
created in its last period in office that now 
need to be tamed.  

Newly minted federal Treasurer Jim 
Chalmers and Finance Minister Katy Gallagher 
have hit the ground running with a warp-speed 
conversion to fiscal discipline.  

One wonders what was in the post-election 
briefing books that led them to speak of 
tackling the "dire" budget position and "huge" 
spending pressures.  

The truthful answer probably is: not much that 
they didn't already know. What was known 
about the fiscal position the day after the 
election was known before it.  

The 2022-23 budget numbers - themselves 
very recent - were confirmed in the pre-
election fiscal outlook (PEFO) signed off by the 
Treasury and Finance Department secretaries 
a month before the election.  

Chalmers and Gallagher had a purpose in 
fronting the cameras with grim faces, feigning 
shock and horror at what they had been told 
about the fiscal position on day one.  

It was to pivot away from their election stance 
as rapidly as possible in order to begin lowering 
expectations of what the new government can 
spend; walking away from promises or at least 
deferring their delivery; softening us up for 
spending cuts ahead; and pinning as much 
blame as possible on the previous government.  

During the election campaign it suited Labor 
not to challenge the credibility of the Morrison 
government's smooth glide path towards a 
balanced budget and diminishing debt burdens 
underpinned by economic growth.  

If they had said then what they are saying 
now, they would have been under pressure 
to identify what measures they would take to 
improve the budget outlook.  

To the contrary, they told the voters there 
was headroom for more spending and larger 
deficits than the government was proposing, 
while the "savings" offered up were minor and 
electorally harmless.  

A budget "black hole" - in the sense of the 
deficit this year or next year being larger than 
previously estimated - is unlikely. In fact, 
indications are that this year's deficit will come 
in under the last estimate.  

But the absence of a black hole in the short term 
doesn't mean there aren't serious medium and 
longer-term risks in the fiscal outlook, which 
Chalmers and Gallagher are right to highlight.  

In doing so, it is also for them to explain the 
inconsistency between their pre-election and 
post-election pronouncements on these issues.  

The "dire" budget position, stated simply, is 
that the starting-point deficit is much larger 
than it should be in the circumstances of a 
tight labour market and rising inflation, while 
the path to budget balance and a shrinking 
debt burden is littered with hazards.  

Prominent among the risks are lower than 
assumed productivity growth, higher than 
assumed interest rates on public debt, and 
a range of program-specific risks of rapid 
spending growth.  

Productivity growth of 1.5 per cent a year 
has been assumed in budgets for many years 
but it is not being achieved. Lower assumed 
productivity growth would have little impact on 
the budget in the short term, but the cumulative 
long-run effects would be substantial.  

Last year's Intergenerational Report gave a 
broad indication that if productivity growth was 
instead assumed to be 1.2 per cent, after 40 
years net debt would be 22.7 percentage points 
of GDP higher than the base case projection of 
34.4 per cent.  

On interest rates, the report assumed that 
bond yields would gradually approach nominal 
GDP growth of 5 per cent, but in a scenario in 
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which this happens more rapidly, gross debt 
would be 14 percentage points of GDP higher 
after 40 years.  

Meanwhile, the PEFO stated that the increase 
in bond yields since the budget, if sustained, 
would add some $12 billion to debt by 2026.  

But the largest threats to budget repair come 
from program-specific risks of higher spending 
in the already fast-growing areas of defence, 
the National Disability Insurance Scheme, 
aged care, childcare and grants to the states 
for schools and public hospitals - which account 
for half the estimated total increase in federal 
spending over the 10 years from 2013-14.  

The new Labor ministers should know this, 
because some of them helped plant the seeds 
for the rapid growth in spending when in 
government from 2007 to 2013.  

For all their talk of the "dire" budget position 
they have inherited, some of their election 
promises would add more fuel to this spending 
growth over the years ahead, making correction 
of the budget that much more difficult.  

If the new government could come to appreciate 
the size and composition of the spending 
problem in these terms, paradoxically there 
may be a better chance of a Labor government 
making inroads through program adjustments 
to curb the quantity of spending growth and 
improve its quality, because the public trusts 
Labor more with social programs.  

Prime Minister Anthony Albanese says he wants 
to follow in the footsteps of the Hawke-Keating 
government.  

If so, he should start by aiming to repeat 
the success of Bob Hawke, Paul Keating and 
finance minister Peter Walsh in slicing 4 
percentage points off federal spending as a 
proportion of GDP over three years in the late 
1980s.  

Robert Carling is a Senior Fellow at 
the Centre for Independent Studies and a 
former World Bank, IMF and federal and 
state treasury economist.  


