Towards an Alternative Economic
Strategy

Frank Stilwell

The development of an alternative economic strategy in Australia is a
matter of urgency. A process of economic restructuring is taking place
which is having a wide range of adverse consequences for many sections of the
society. This restructuring is partly the outcome of numerous decisions
taken by the owners and managers of business enterprises, resulting in changes
in the sectoral distribution of investment (particularly from the manufactur-
ing of finished goods to resource-extraction and energy-intensive processing
activities), the relocation of industrial activities, the rapid introduction
of new technology and changes in the labour process. In part, the restructur-
ing is also attributable to the role of the state. The policies of the Fraser
government have provided the necessary preconditions and have intensified its
adverse effects, leading to a five-way squeeze on the working class.

These are: declining real wages for many employees, unemployment for
others, cuts in the "social wage", rising costs of housing associated with
high interest rates, and an ideological attack based on claims about the
excessive power of trade unions, "dole bludgers', and so on.

Is there an alternative? Can a strategy be formulated which does not
require the working class to bear the costs of the capitalist crisis and the
associated restructuring? What is the role of economic policy in an alternat-
ive strategy? These are crucial questions currently confronting political
economists in Australia. However, it must be acknowledged immediately that
the formulation of an alternative economic strategy - especially one that opens
up the possibility of a transition from capitalism to socialism - is immensely
difficult. The role of the state is particularly problematic. Some political
economists, adopting the traditional Marxist view of the state as "a committee
for managing the common affairs of the whole bourgeoisie"l, reject the state
as an avenue for progressive change and put emphasis primarily on industrial
struggles and/or urban social movements2 leading to an insurrectionary upheaval.
This response is understandable:the case against reformism has been well es-
tablished and piecemeal policy prescription is demonstrably futile because it
does not seem to tackle the fundamental structural causes of socio-economic
problems. The absence, however, of an alternative economic strategy creates
a vacuum in discussions of economic management which the conservatives are all
too happy to fill; it also facilitates the ALP's slide into economic conserva-
tism and widens the gulf between the ALP and the parties to the left. Moreover,
without an alternative economic strategy, the labour movement is typically
forced into a defensive posture, defending wages, employment, the social wage,
and so on, against the assault by capital and the state. A rearguard action
such as this can affect the pace but not the direction of change.

This article argues that there are economic ideas on which the labour
movement can build an alternative .strategy. It sets out a possible programme of
"radical reforms" which could play a crucial role in transforming the Austra-
lian economy. The components include: public ownership, industrial democracy,
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national and regional economic planning, expanded government expenditure,
wealth taxation, controls on foreign investment and trade, and control of
prices, income re-distribution and monitoring the impact of technology on
employment. An alternative economic strategy of this type must necessarily
be introduced within the framework of the existing capitalist economy, but
to be effective it must simultaneously change the nature of the constraints.
It will inevitably precipitate some new constraints too! It is certainly not
a recipe for a smooth transition from an economy based on production for pro-
fit to one based on production for use: rather, it needs to be seen in the
first instance as a tactical and ideological measure which can enhance the
prospects of such a transition. Looked at in this way, an alternative
economic strategy should not be regarded as an alternative to a strategy for
change based on industrial and community struggles. Ideally, these elements
should be complementary: certainly, as is subsequently argued, its capacity
to engender and sustain widespread popular support is the crucial aspect of
an alternative economic strategy seen as a political process.

This is an exploratory article, designed to stimulate debate. It
sketches out a broad framework for economic analysis and policy needing fur-
ther detailed elaboration. The argument considers (i) the case for a programme
of "radical reforms" (ii) a possible economic policy package (iii) some criti-
cal problems and (iv) the alternative economic strategy as a political process.

Economic policy: the case for radical reforms

The formulation of transitional programmes is a long-established concern
of socialists. However, in recent years there has been a widening of interest
in the development of an alternative economic strategy, largely attributable to
the re-emergence of crisis in the international capitalist economy and the
associated crisis in macroeconomic management. Keynesian economics, which
provided the theoretical underpinning for macroeconomic policy for over thirty
years, has been a particular casualty of the crisis. Its inability (at least
in its popular '"bastardised" form) to explain and resolve the problem of stag-
flation brought the period of "liberal consensus' in economic policy formulation
to a conclusion in the 1970s. The "disillusioned defence of capitalism"3 which
Keynes sought to provide has not proved to be indefinitely durable.

With the benefit of hindsight, one can see a general association between
liberal-Keynesianism in the economic sphere and social democracy in the poli-
tical sphere. What was apparently involved was the development of a more humane
and equitable socio-economic system through extensions of the role of the state.
This sort of "redistribution without tears" philosophy was perhaps best articu-
lated in the Australian context by the ALP under Whitlam; at a time it was a
very successful means of broadening the ALP's appeal beyond its traditional
electoral base. The fate of that government is well known and, while it would
be foolish to attribute it solely to economic factors, there can be little
doubt that its failure to cope with the problem of stagflation was of major
importance. Consequently, even before the coup in 1975, the Whitlam government
with Hayden as Treasurer effectively withdraw from Keynesian-based economic
policy.4 1In retrospect, one can thereby identify a close link between the
current economic crisis and the political crisis for Labor. Some consider this
as a crisis of social democracy. a revealed inability of reformist parties to
manage the capitalist economy in such a way as to institute significant measures
of redistribution and social reform.

The demise of Keynesianism and the associated crisis of social democracy

has ushered in a period of economic policy dominated by the ideas of the 'new
right"”. The policy prescriptions are well-known: stricter control of the money
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supply and higher rates of interest, attempts to cut-back governments expen-
diture, switching government expenditure from welfare-oriented services to
forms which more directly subsidise capital, relaxing restrictions on foreign
investment, selling of profitable public enterprises introducing more res-
trictions on trdde unions, seeking to depress real wages, and so on.> In
effect it is an attempt to resolve economic crisis by inegalitarian measures
which depress the economic conditions of the working class, while blaming the
victims for the capitalist crisis. 1In this way the ruling class - and their
"scientific representatives" in the economics profession - have filled the
vacuum created by the demise of Keynesianism with the diabolical prescrip-
tions of monetarism and the wishful thinking of "supply side'" economics.

These policies have gone hand in hand with an accelerated restructuring
of the economic system as capital seeks to re-establish the conditiomns for
renewed accumulation. In Australia this has meant a major emphasis on
investment in resource development, reflecting the role of the economy in
the context of the "new international division of labour'.? However, there
is considerable doubt about the effectiveness of this strategy. Estimates
of the magnitude of the so-called resources boom vary widely® and recent
developments in world markets have led to a downward revision in expectations.9
It has never been clearly articulated just how a boom in the resources sector
might become an engine for pulling the rest of the economy. Moreover, to the
extent that such growth does occur, its benefits are extremely concentrated
while its costs are widely shared within Australian society. Little direct
employment is generated because of the high capital intensity. As well,
little indirect employment is generated because of the weak linkages between
the export-oriented resource sector and other sectors of the economy. Indeed
proponents of '"the Gregory thesis" argue that the effects of mineral exports
on the exchange rate are likely to lead to a reduction in economic prospects
for other sectors of the economy.10 Growth sectors are geographically con-
centrated and the associated labour mobility gives rise to major problems
associated with the provision of housing and social services in areas such as
Gladstone.ll The environmental impacts are a major problem.12 The high pro-
portion of foreign ownership increases the potential for profits being remitted
overseas and for multinational corporations to use transfer pricing in order
to minimise tax paid in Australia.l3 All in all, it is not an attractive pros-
pect.

What is the alternative? An economic strategy is needed to ensure that
Australia's resources - human, natural and manufactured - are used in the
interests of the society as a whole. That proposition (vague, glib and naive
as it is!) provides a starting point, if only because it directs our attention
to the features of the capitalist system which prevent the realisation of
reasonable social objectives, and it indicates the characteristics that would
be required of the new socio-economic system towards which an alternative
economic strategy is designed to lead. Two aspects are particularly important.
The first concerns the efficiency of resource allocation. Production under
capitalism will only occur when the conditions for profitable investment exist;
the absence of those conditions generates interruptions to the accumulation
process leading to widespread unemployment. Such a system is clearly ineffic-
ient since it periodically features large reserves of unused resources co-
existing with unfulfilled social needs. Looked at in this way, it becomes clear
that what is needed is the replacement of an economic system based on production
for profit by an economic system based on production for use.l4 Only then is
the systematic tendency to economic crises eradicated (though it must be con-
ceded that this leaves wide open -the question of how an economy based on pro-
duction for use is to be organised). The second aspect concerns how the
"interests of society as a whole'" are established. The principle of democracy
is of central importance here. It is a principle to which there is much
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deference in our society, but the most cursory examination reveals that it

is systematically violated by the very structure of the capitalist economy,
specifically because of the coercive and non-symmetrical relationship between
capital and labour in the sphere of production. The extension of the demo-
cratic principle from the limited arena of parliamentary politics to all
aspects of our lives, particularly our working lives, is necessary if the
principle is to be fully embraced.

This is not to say that the transformation to an economy based on pro-
duction for use and democratic control of production (i.e. a socialist
economy) is in itself a solution, to the complex problems of unequality,
alienation, bureaucracy, social justice, and so on. Nothing could be further
from the truth! Rather, the transformation may be interpreted as a necessary
but not sufficient condition. What is important to note is that the way in
which socialism is achieved is bound to have an important impact on the form
which socialism takes. 1In this respect, the avoidance of totalitarian out-
comes is an important consideration in arguing the case for a broadly based
alternative economic strategy. The danger is certainly present, especially
if strategy formulation takes the form of a '"top-down" process: hence the
need to emphasise a continuous process of iteration between the ongoing
struggles of workers and community groups and the development of an alterna-
tive economic strategy.

Unfortunately, there has all too often been a clear separation between
the critique of capitalism and the issue of how a socialist system should be
organised. The missing link is the identification of the most appropriate
means of facilitating and accelerating the transition. This is where the usual
dichotomy between reform and revolution enters the debate. Unfortunately it
is a dichotomy that obscures the role which reforms can play in generating
the conditions for a revolutionary transformation of the socio-economic system.
It is of no help to reject reformism purely on the grounds that it does not
immediately embrace the great revolutionary socialist vision. To quote one
British economist, "reformism is bad as a socialist strategy not because it
seeks to reform capitalism but because it advocates only such reforms as
capitalism can concede without a challenge being made to the dominance of
capitalist economic relations and capitalist economic philosophy"15 Or, as
Humphrey McQueen puts it '"the major problem Marxists face is not one of re-
jecting reform but of how to avoid being reduced to reformists™.l6 André
Gorz's view of "non-reformist reforms" and Stuart Holland's concept of
"revolutionary reforms" are relevant in this context.l’7 We need to identify
which reforms have a positive impact in bringing about the conditions which
make a socialist transformation possible.

Such a concept of radical reform has potentially wide application in many

areas of policy. What is involved is the development of policy initiatives
which set in motion further processes of a progressive character. However,
economic policies are of particular importance: indeed, they must be seen as
the most fundamental aspect of a programme of radical reforms because, without
changes in economic structure, other socialist objectives in relation to
society, culture, and so on are likely to be unattainable. Nevertheless, it
is important to recognise simultaneously that radical reforms should also be
directed towards initiating revolutionary changes in social values as well as
economic structures. Specifically, it is important to recognise the need to
challenge the primacy of conventional GNP goals in the evaluation of economic
performance. The advocacy of fundamental reforms which are both reasonable
and inconsistent with capitalist criteria makes a direct contribution to

changing the parameters within which debate on economic policy takes place.
Thus, the question to be posed in relation to reforms is not will they help to
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ensure a higher rate of GNP growth, but will they contribute to the general
rejection of such criteria in favour of a more well-rounded set of criteria,
including equity, individual and community development, ecological balance
and the achievement of a non-alienating economic and social structure as
well as material-well-being. A tall order maybe, but a necessary feature of
an alternative strategy which is intended to eventually pave the way for a
social as well as economic transformation.

Radical reforms need to build on certain existing institutional sttuc-
tures in order to transform them. This may be regarded as a process of
constructing "bridgeheads of socialism'" within the capitalist system. In
any society there are vestigial elements of previous systems of economic
organisation and embryonic elements of others. It is the embryonic socialist
elements that need to be developed. 1In Australia, for example, the two most
distinctive institutional features of economic policy are the tariff and the
arbitration system. The two are closely interconnected, tariff protection
being necessary to ensure the survival of particular industries whose wage
costs are raised because of the standardisation of wage levels for a given
occupation in different industrial sectors and regions of the nation. Both
the tariff and the arbitration system are capitalist institutions. However,
both can be seen to have embryonic socialist elements. Under a socialist
society a set of institutions will be necessary to regulate external economic
trade, and to determine wage payments. In effect, both would then be aspects
of a general system of economic planning.

In order to accelerate that transition these aspects of the existing
institutions with potentially socialist aspects need to be accentuated. For
example, in relation to the arbitration system this means stressing the prin-
ciple of "comparative wage justice' and the rights of labour to the economic
benefits arising from productivity increase while fighting against the thor-
oughly capitalist principle of "ability to pay'". In relation to the tariff,
this means stressing objectives other than maintaining the private profitabil-
ity of inefficient industries in favour of developing economic links with
developing nations and planning the development of an economic structure which
makes emgloyment less vulnerable to fluctuations in international market con-
ditionsl8 and which specifies strict conditions (e.g. in respect of pricing
policy, wages and working conditions) which are required of firms in exchange
for continued tariff protection.

This sort of approach to the formulation of an alternative economic
strategy gives people experience ~ albeit often frustrating - in the struggle
to develop socialist institutions. Thus, in the process of moving towards a
socialist transformation, a certain degree of expertise and consciousness is
developed which will subsequently be needed for the effective running of such
a society. Moreover, it helps to ensure - but does not, of course, guarantee
- that expertise is sufficiently widespread to prevent the emergence of new
dominant elites. But in effect, the sort of socialism to emerge from a
political process based on an alternative economic strategy would probably be
a more attractive prospect that one arising from a more abrupt insurrectionary
capture of state power. The achievement 6f a socio-economic transformation
is a long process involving learning about alternatives, raising of political
consciousness and establishment of interim tactical positions. The outcome
may be the better for it.

An alternative economic policy package

What would be the main policy proposals in an alternative economic
strategy in Australia? It is neccssary now to consider some specific elements



in such a package. There is a major problem here in that the argument in
the preceding section of this paper would imply. the need for an alternative
economic strategy to be formulated through a widespread process of worker
and community participation. That has yet to occur. Nevertheless, as a
contribution to the initial stages of the debate, it may be useful to set
out a possible framework of policies. What follows is a ten point proposal,
comprising three fundamental policies concerned with ownership, control and
planning; two policies concerned with government expenditure and taxation;
two policies concerned with external relationships; and three policies con-
cerned with the structure of prices, incomes and employment.

The three fundamental policies are as follows:

(1) The extension of public ownership into key industries, particularly in
respect of natural resources. State ownership of our mineral resource
development including oil, gas, bauxite and so on, would provide a basis for
using the vast wealth of the nation to satisfy the needs of society as a
whole rather than the private enterprises which now exploit these resources.
More generally, of course, ownership of the means of production is necessarily
a key aspect of the demand for a transformation of the economy to one based on
production for use. However, a change to public ownership simultaneously in
all sectors is an unrealistic proposition and has not normally been attempted
even in socialist-based economies. In the Australian case there are particu-
lar legal constraints because of the interpretation of that section of the
Constitution which is held to prevent public ownership of this sort by the
federal government. The minerals sector offers great possibilities because
the resources are subject to Crown ownership except in cases where there are
pre-emptive land grants. Major problems of financing development would arise
in the short-term but capital expenditure on productive enterprises of this
type would eventually generate flows of revenue which could finance further
developments as well as providing a basis for expansion of other forms of
government expenditure (item 4). The rate of resource development would be
determined by the process of national and regional economic planning (item 3).

Eventually, the principle of public ownership would need to be extended
to more problematic sectors, including the major manufacturing industries and
decisive sectors like finance which give the state real power to boost pro-
ductive investment. A controlling interest in key firms could provide the
potential for major influence, though it should be stressed that the form of
control is just as important as the form of ownership (see item 2). In sectors
where this extension of public ownership is not possible for one reason or
another, consideration could be given to the negotiation of "planning agree-
ments" along the lines of proposals developed in the U.K. Such agreements
would be struck between the government and major companies in the private sector
as a means of ensuring that they behave in a manner consistent with government
objectives. Of themselves such agreements are likely to be relatively ineffec-
tive, but they do provide a means of raising the question about the standards
by which business enterprises are to be judged - private profitability or social
accountability? ‘

(2) The creation of a system of industrial democracy which gives the work-
force a greater influence in the running of corporations. In some respects
this is the most crucial issue of all, to establish the principle that those
who produce wealth should have control over the organisation of the labour
process and over the use made of the products of their own labour. The growth
of combine committees such as that in Lucas-Aerospace in the U.K. is an exam-
ple of how workers can plan for socially responsible production. The ultimate
objective must be the introduction of workers' control, a demand that will
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inevitably be resisted by capitalists precisely because it usurps their funct-
ion. It is not likely to be an easy transition and careful consideration of
tactics is clearly necessary. There has been much debate about forms of
industrial democracy w hich fall short of this position: what is an accept-
able interim compromise depends on the circumstances in particular firms and
industries. The introduction of forms of workers' control within public-
sector enterprises is the obvious starting point.

The obstacles and potential contradictions should not be underestimated.
For example, there is likely to be a conflict, at least in the short run,
between technical expertise and popular control. Nevertheless, it is clear
that democratising industries under public ownership is a crucial policy.
Without such democratisation the general character of industrial relations
cannot be expected to show significant improvement: the experience of
nationalised industries in other countries leaves little doubt of this. What
is required is a package of changes in the system of ownership (item 1) and
changes in the system of control which provide the basis for a fundamental
shift away from an economic system in which inter-firm resource allocation is
determined by markets (often characterised by monopoly and collusion) and
intra-firm resource allocation is determined by hierachical authority to one
in which resource allocation is based on principles of democracy in the
economic sphere.

(3) The other fundamental element is the introduction of a system of economic
planning to coordinate the allocation of resources. In a sense, economic
planning already exists, as Galbraith has frequently stressedl9 - a system of
planning by large corporations so as to reduce the uncertainty of the market
and hence to enhance profitability and growth. An alternative economic stra-
tegy seeks to replace this by planning to serve a broader range of socio-
economic and environmental objectives. At a minimum this would require the
establishment of a new federal government department of Economic Planning
concerned with defining the broad contours of Australian economic development,
taking account of our natural and human resources. Initially, this could be
expected to take the form of indicative planning, but increased public owner-
ship (item 1), controls on foriegn investment (item 6), and price control
(item 8), would facilitate an increased degree of direct control over the
allocation of resources, as the rest of the alternative economic strategy un-
folds. The emphasis in the alternative economic strategy on industrial demo-
cracy (item 2) and the involvement of the community as a whole in the planning
process requires some degree of decentralisation in the process by which
economic planning proposals are formulated. This raises a possible conflict
between planning and decentralised control which may be ameliorated, albeit
certainly not resolved, by an emphasis of regional planning. As Papandreou
has noted, "to make planning socially responsible to the will and aspirations
of the common man (sic), to turn it into genuine social planning, it is
necessary to redistribute power - indeed to decentralise it. And this decen-
tralisation, both logically and historically, can hardly be sought along
functional lines. It almost inevitably must be sought along regional lines."20
This aspect is particularly important in Australia because of its size, distinct
development of the individual States, and striking degree of metropolitan
primacy within each State. The development of a system of regional economic
planning would involve inter alia further development of the sort of initiat-
ives undertaken by the Whitlam government's Department of Urban and Regional
Development. It is also important that demands for industrial democracy (item
2) be linked to demands for democratisation in respect of housing and the pro-
vision of community facilities. Thus public control is applied to the sphere
of consumption as well as production.




The three policies involve basic changes in the way the economic system
operates. They are placed first in the ten point proposal because of their
fundamental importance and because all other policy proposals need to be
related to them. However, from the viewpoint of timing, they need to be
~losely linked with other policy measures which provide the necessary supple-
mentary conditions for these changes. It is to these matters that we now
turn, beginning with two policies which involve government expenditure and
texation.

(4) A programme of expanded government expenditure to stimulate domestic
demand, mobilise unemployed resources and improve the socio-economic welfare

of the working class. This, of course, runs directly counter to the current
government policy. It may be regarded as a residual element of Keynesian
economics in the economic thinking of social democrats and it continues to

be influential in the formulation of ALP policy. But it could be taken much
further. As Wilenski has pointed out, the proportion of government expenditure
to GNP in Australia is actually quite low by comparison with other OECD
countries, contrary to the rhetoric of the current government.2l Wealth
taxation (item 5) could generate an immediate increase in revenues to help
finance it, while nationalisation of our national mineral wealth (item 1)

could be expected to eventually provide the basis for further increases in
expenditure. Another interesting possibility is a national superannuation
scheme which uses the flow of funds financing retirement incomes to '"buy back"
resources producing wealth for social ownership, management and redistribution.
Of course, there are problems. For example, it must be acknowledged that the
likely response by capital to an alternative economic strategy (as discussed
in the next section of this article) could erode the tax base on which the
programme of expanded government expenditure is based. However, in the short-
term, the expansion of expenditure would make the investment prospects in
Australia more attractive, because of the stimulus to the level of aggregate
demand (facilitating, in Marxist terminology, the realisation of surplus value).
There is certainly much scope for expenditure which simultaneously generates
employment and satisfies social needs, e.g. in housing, transport, social
services. Putting it this way helps to highlight the desirability of consi-
dering the level and allocation of expenditure simultaneously. Such a policy
demand re-establishes the primacy of the full employment objective and the
responsibility of the government for the allocation of resources for social
welfare. This proposal thereby counters the insidious ideologies associated
with monetarism and its role in the legitimation of unemployment and attacks
on the living standards of the working class. It also emphasises that expanded
government expenditure can aim to achieve more than job creation per se, that
it can also meet specific demands that have emerged from particular sections
of the cotmunity e.g. for retraining schemes, improved education funding and
comprehensive child-care facilities.

(5) The introduction of a wealth tax. Such a tax would not only have the
role of raising revenue to finance expansions of government expenditure but
would also increase the equity of the taxation system. The degree of wealth
inequality in Australia is very marked; as Raskall has pointed out in an
early issue of the journal, the richest 2,000 people have more wealth than
the poorest 2% million, a degree of relative inequality not dissimilar to
that in the U.S.A. and the U.K.22 Such concentration of wealth goes hand in
hand with the concentration of power. Moreover, it typically derives not so
much from productive effort as from social position; as many studies have
shown, inheritance remains the main source of wealth inequality.23 In recent
years, the rate of inflation has been such as to facilitate the generation of
vast speculative gains in property, commodity dealings, holdings of gold and
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other precious metals and stones, and so on. Initial capital rather than
productive effort has therefore been the key to the accumulation of wealth.
The demand for a tax on such accumulation is effectively a demand that at
least part should accrue to the society as a whole rather than particular
individuals who" are advantaged by their social origins and class position.
It is important that the rate be set such that it would exempt most owner-
occupiers from the tax and keep its costs of administration within bounds
while generating a significant government revenue at the expense of those
who can most afford it.

Next, two policies concerned with external economic relations:

(6) An expanded system of controls on foreign investment. Foreign invest-
ment is an important influence on the changing structure of the Australian
economy, though, as Hamilton and Marcus have shown, much of it takes place
out of past profits of foreign enterprises operating in Australia.24 Its
sectoral composition is q uite volatile, which tends to intensify the
problem of unemployment in the Australian economy.25 Moreover, as Wheel-
wright has emphasised on many occasions, the growing dependence on foreign
capital imposes even more réstrictions on the government economic policy
than would otherwise exist because of the relationship between domestic
capital and the state.26 The control of such investment is a prerequisite
for economic m anagement of our resources by the Australian people, though
its immediate impact is to favour domestic capital at the expense of foreign
capital. The exact form of control which is appropriate needs careful con-
sideration. One possibility is to limit foreign investment to a 49 per cent
share in any particular enterprise. A more selective policy would probably
be more effective, e.g. prohibiting foreign investment altogether where it
merely involves takeover of existing assets but allowing foreign investment
in sectors where the capital and/or technological expertise cannot be other-
wise provided. Foreign investment under specific contracts, as is done in
China and Vietnam, is another fruitful possibility. What needs to be stressed
is that these policies towards foreign investment need to be developed, not
because domestic capital is any less "capitalistic' than foreign capital, but
because dependence on the latter adds yet further impediments to the transi-
tion from capitalism to socialism. Moreover, there is a close link between
the proposals for public ownership (item 1) and these proposals regarding
foreign investment: control of the latter needs to be formulated in such a
way as to open up possibilities of the former, including joint ventures and
schemes w hereby assets revert to public ownership after a specified period
of private operation.

D) The further development of import controls. Without such controls there
is always the danger that any expanded demand - such as could be expected to
flow from a policy of increasing government expenditure (item 4) - would be
largely chanelled into a demand for imports, thus by-passing domestic industry
and employment and intensifying balance of payments difficulties. This pro-
blem is seen by the Cambridge Economic Policy Group in the U.K. as the most
recurrent check on economic growth.27 The Australian economy has traditionally
been protected by high tariff barriers and, while it must be acknowledged that
there are potential conflicts between such a policy and our obligations to
assist economic development in the countries of S.E. Asia, it seems necessary
to pursue a policy of import controls as a means of guaranteeing the economic
diversification necessary for disentanglement from the international capital-
ist economy. Otherwise the Australian economy is locked into the process of
uneven development and economic crises which characterise that system. In
retrospect we can see that this was precisely the effect of the 25 per cent
cut in tariffs introduced by the Whitlam government. It is this locking into
the international capitalist economy that is a cause of recurring problems
both for the Australian working class and for the working classes of our third
world neighbours. In the long run the latter stand to gain more by having a
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socialist Australia as a trading partmer, especially if that involves a
selective tariff policy, as proposed in the second section of this article.
Of course, this emphasis on import controls and on import.substitution runs
directly counter to the dominant IAC orthodoxy, and thereby challenges the
narrowly defined private "efficiency'" criteria associated with the principle
of comparative advantage which provides the current basis for the formula-
tion of trade policy recommendations. Finally, there are three policies
concerned with prices, incomes and the structure of employment.

(8) The imposition of price controls. The policy of expanded government
expenditure (item 4) could add to the rate of inflation - though there is no
general reason to believe that public expenditure is any more inflationary
than the private expenditure which the current economic orthodoxy sees as a
legitimate basis for increasing the level of aggregate demand. Price con-
trols could be introduced to stop any such inflationary effects. This would
have to go far beyond the operations of a Prices Justification Tribunal:
certainly, penalties for non-compliance would be necessary. The resulting
"impairments to the efficiency of the market mechanism" which neo-classical
economists are always so eager to emphasise could lead to some temporary
shortages and imbalances (though a market mechanism which leaves such a high
proportion of our resources unemployed can hardly claim high marks for
efficiency!). In the medium-term the solution to this is the introduction
of a system of economic planning (item 3) under which the output decisions of
different industrial sectors are co-ordinated through the public sector. The
most important point to stress is that, in much of our economy, prices are
already "administered" rather than set by a competitive market mechanism.
What this proposal involves is a change in the form of administered pricing
away from one governed only by private profitability criteria towards one

in which state controls are significant.

(9 The development of an income redistribution policy which ensures that
the real incomes of workers rise with increases in national productivity and
output. The legitimacy of any economic system depends on some general agree-
ment about "fair shares'". The current economic situation is one whereby the
real incomes of lower income groups are regularly eroded by price increases
while chose who derive their income from managerial salaries and from non-wage
sources are able to improve their relative economic position. The abandone-
ment of wage indexation brings this whole issue into sharp focus. To turn to
collective bargaining is in some respects an understandable response by the
Trade Union Movement but it is one which permits strongly unionised and
militant groups of workers in key industries to gain, often at the expense

of weaker groups of workers rather than at the expense of non-wage income
groups. An institution such as the arbitration system will be necessary for
the determination of wage relativities in an economy based on production for
use. Accordingly, it would seem to be a sensible strategy to formulate
strategies designed to develop the system in this direction rather than to
press for its demise.

There are two central issues here. One is the relationship between the
demand for an equitable distribution of incomes and the demand for workers
control: the first would seem to require some form of centralised authority
and the other to require decentralisation of power. 1In a sense, this is part
of the general problem of reconciling industrial democracy (item 2) and
economic planning (item 3). The solution should involve an iterative process
whereby workers demands and proposals are integrated into the planning process,
which in turn shapes the conditions affecting different groups of labour. 1In
respect of wages this would require that workers themselves become involved
in the formulation of policies regarding wage relativities rather than merely
involved in the pursuit of sectional interest. The other central problem

49



involves the response of business to any policy initiatives which tend to
tilt the balance of power in the wage fixing process from capital to labour.
If, as seems likely, any such policy causes an exodus of capital (e.g. to
free trade zones in countries where wages are depressed), then further
opportunities for nationalisation of existing assets (item 1) will be pro-
vided.

(10) The development of an integrated employment and techmology policy.
Proposals for increased government expenditure (item 4) are not sufficient to
ensure reduction in unemployment in circumstances of rapid technological
change. 1Indeed it is quite conceivable that in some sectors of the economy
expansion could simply create the preconditions for more rapid labour-dis-—
placement. Hence the necessity of recognising the structural character of
the unemployment problem and of pursuing a means of redistribution of the
available employment. These issues have been sharply focussed on the campaign
for a shorter working week: it clearly raises the question of the distribu-
tion of the benefits of technological progress and involves a struggle to
ensure that the gains of higher productivity do not accrue solely to capital.
More generally, what is involved in this proposal for an employment and tech-
nology policy is the planning of employment opportunities so as to take
account of the skills of the workforce and the special position of particular
groups in the workforce. The role of women is particularly crucial; given
the trend towards increased participation rates, the concentration in parti-
cular industries and occupations, the high incidence and of part-time employ-
ment. Also deserving of special consideration is the situation in respect
of youth employment: the new entrants to the labour market face particular
difficulties in a period of economic crisis and the evidence suggests that
the ingidence of unemployment among young people is as high as 1 in 3 in some
areas.

How an alternative economic strategy can take account of these issues
needs careful consideration. To some extent, the problem of yough unemploy-
ment, for example, is a reflection of generally depressed conditions in the
labour market, and it could be expected to respond to a general public-sector
led programme of economic stimulus (item 4). However, the increased incidence
of part-time work, especially among women, is a phenomenon which would be
unlikely to respond significantly to macroeconomic management, and requires
specific legislation regarding job security and safeguards against discrimin-
ation. These microeconomic aspects of an employment and technology policy are
a necessary supplement to the proposed system of national and regional economic
planning (item 3).

The timing and interrelationships between these various policy measures
needs careful consideration. Not everything can be achieved simultaneously
(even in the unlikely event of an ALP government coming into office committed
to this sort of programme!). The ordering of these ten points is not intended
to indicate an appropriate sequence of implementation. For example, it may
well be that initial emphasis would need to be placed on expanded government
expenditure (item 4) so as to generate a job-creation programme and to repair
the cuts in the social wage, as well as an emphasis on the control of imports
and foreign investment (items 6 and 7) so as to reduce the severity of the
dislocations arising in the domestic economy arising from the changing condi-
tions in the international capitalist economy. These policy changes would set
other forces in motion, including probably a withdrawal of foreign investment,
which could open up opportunities for introducing other elements of the package,
such as public ownership (item 1) which would in turn increase the potential
for extensions of industrial democracy (item 2), further consideration of
these matters is needed in order to transform the package into a specific plan
of action.



Timilarly, it must be acknowledged that this set of proposals is by
no means fully comprehensive; it could be extended. for example, to include
other reforms to the taxation system such as the introduction of a tax on
commercial advertising_g§penditure. Energy policy is an important area in
its own right and has been treated elsewhere.29 Even more importantly, it
miust be acknowledged that such package of economic measures needs to be
accompanied by a range of other policies, e.g. to reduce the dominance of
rhe media by monopoly capital. Moreover, it is self-evident that the
~ffective implementation of an alternative economic strategy would require
much more detailed elaboration of the points outlined here. 1Indeed, each
of the policy areas identified would need to be the focus of a major study
so as to identify priority arveas and the most effective policy instruments.
The objective of this current discussion is simply to provide an overview
of a possible alternative economic policy package. A detailed "blueprint"
is less important at this stage than a general view of the political pro-
cesses associated with this sort of approach to policy formulation. Indeed,
the impediments to the strategy are enormous, and would be likely render
any "blueprint" quickly redundant. This is why the alternative economic
strategy necds to be interpreted as part of a process of change. Hence, it
is appropriate now to turn to the general question of policy implementation
and the problems associated with this approach to the transformation of the
egonomic systemn.

Critical Problems

What has been presented is a basis for building an alternative type
of economy - not a socialist economy but one which is conducive to the
remodelling of the economy on socialist principles. 1Is it workable? This
section of the report considers certain critical problems with this approach
to policy formulation, drawing particularly on critiques of the strategy
developed by the left-wing of the Labour Party in the United Kingdom.30 Four
points can be identified as most significant, all of which are pertinent to
the appraisal of an alternative economic strategy for Australia. These con-
cern the questionable assumption about the role of the state, the capitalist
response, the international constraints, and the relationship of the altern-
ative cconomic strategy to the class struggle.

First, the advocacy of an alternative economic strategy makes certain
assumptions about the role of the state in the transition from capitalism
to socialism. At its crudest the assumption is that of the Fabian social-
ists that the state can be used to effect the full transition through the
implementation of economic planning and social reforms, thereby denying the
need for a violent attack on the power of the capitalist state. There can
be little doubt that this assumption is unrealistic. What of the power of
the bureaucracy to subvert the reforms, a problem that was apparent even in
relation to the mild reformism of the Whitlam government? What of the possi-
ble intervention of the armed forces to safeguard the interests of the
capitalists? What of the lessons of Allende's Chile? And, on a more concep-
tual plane, what of the mountain of theoretical analysis and argument de-
veloped by Marxists demonstrating the inherent class nature of the capitalist
state and the impossibility of a successful transition of this sort? One sense
in which the proposals for an alternative economic strategy could be recon-
ciled with this evidence and theory is to see them as operating primarily in
the sphere of ideas, i.e. as playing a role in the development of a sccialist
consciousness and hence of providing one of the preconditions for an eventual
assault on the capitalist state. The argument is not dissimilar to that of
Harrington: that the welfare state is a capitalist state but it contains
within itself the seeds of a socialist transformation.3! Here the argument i«
that by develeping perfectly reasonable proposals for reform which the capi-
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talist state is ultimately unable to accommodate, a new set of conditions
is generated which makes the transformation more imminent. Another
(related) view sees the alternative economic strategy as an aspect of the
class struggle within the capitalist state. As the economic role of the
state in contemporary capitalism has expanded, the state has become an
arena of class struggle, supplementing the more traditional struggles
focussed on the workplace. If this is indeed the case, then the alternative
aconomic strategy could conceivably be interpreted as an instrument for
extending the power of labour vis a vis capital and thereby linking up with
the general capital-labour conflict in the sphere of production. Be that
as it may, it must be conceded that the internal constraints within the
state apparatus (e.g. the conservative bureaucracy) are bound to prove a
major problem.

Second, there are "external" constraints arising from the response by
capital to any socialist oriented alternative economic strategy. There is
no reason why capitalists should sit back and accept these changes: as
historian R.H. Tawney put it, ''you can peel an onion layer by layer but you
can't skin a tiger paw by paw".32 0f course, capital can be expected to
retaliate, and this is precisely why labour governments (including the
Whitlam government in Australia) have always been so concerned to reassure
bysinessmen that their election to office holds no threat to their general
interests. It should be noted that the sort of alternative economic strategy
outlined in this paper would help some sections of capital in the short-run;
the expansion of government expenditure (item 4) and the strengthening of
import-controls (item 7) fall into this category. More generally, it may
be possible to exploit the conflicting interests of different fractions of
capital in these circumstances so as to ensure that the assault by capital
is not wholly unified. Nevertheless, it remains indisputable that the res-
ponse by capital to the introduction of a socialist-oriented alternative
economic strategy is bound to be a problem of crucial importance. However,
what needs to be further demonstrated is that it weighs more heavily against
this sort of strategy for change than it does against others. The important
question is not whether capitalists will offer resistance in the transition
from capitalism to socialism, but whether that results in a tendency to
retreac or to press on even more aggressively with the nationalisation of
the assets of the non-compliant businesses (item 1) in the pursuit of a more
rational and efficient economic structure.

Third - and following on from this second point - there are additional
problems arising from the international nature of the capitalist system. Can
a single country disentangle itself from the web, particularly one such as
Australia so much locked in to the international economy? The experience
of Chile under Allende is particularly relevant here, since there is now a
wealth of evidence on the international capitalist conspiracy to topple that
popularly elected government. Even in Australia under the Whitlam government
there is clear evidence of the destablising economic effects of the dramatic
withdrawal of foreign investment in 1973-4:33 whether one considers this to
be a consciously political response by capital to an unacceptably left-wing
government or merely a rational economic response to new restrictions on
foreign investment, the outcome ‘was the same. Clearly, it would be extremely
naive to imagine that any radical restructuring of the economy such as that
envisaged under the alternative economy strategy would not elicit a signi-
ficant response from multinational capital. Certainly, this serves to re-
emphasise that the proposed programme of import-substitution (item 7) is a
necessary corollary to the increased controls on foreign investment (item 6)
and extension of the public ownership (item 1). However, it remains undoubted-
ly true that the potential response of multinational capital is a major stum-—
bling block in the strategy. his could hardly be otherwise; the point which
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needs to be demonstrated is that this response to the alternative economic
strategy is likely to be more damaging than the response of multinational
capital to a more sudden revolutionary transformation to a socialist-based
economy. Either way there are bound to be serious short-run problems of
dislocations, requiring contingency plans.

Finally, there is the question of the relationship of an alternative
economic strategy to the class struggle. Such a struggle in ongoing and is
likely to intensify with the growing severity of the capitalist economic
crisis, albeit primarily centred on rather narrowly conceived wages. and
employment issues. One problem with the proposals for an alternative
economic strategy in the U.K. is that the role of the policy initiatives in
relation to this class struggle is not clearly articulated. At one extreme,
it effectively ignores it. Thus, as one socialist critic has put it, the
strategy ''reduces the workers to cheerleaders who can only. encourage the
home team, throw toilet rolls at the other side or shout foul at the refer-
ee".34 However, this is not necessarily the case, and the strategy could
be seen as one which gives a coherence and a unity to the struggles of
workers and unions in individual industries (and citizens in regard to
particular housing and welfare issues and so on) a genuine reintegration of
the political and economic wings of the labour movement. That would depend
on there being widespread discussion of the strategy and a commitment to
link individual struggles to the more general movement to transform the
socio~economic system to one which has a more rational and humane basis. In
summary, the effectiveness of the alternative economic strategy in a class-
structured society depends on the political processes involved in its
development and implementation. It is to these political issues that we now
turn.

The Alternative Economic Strategy as a Political Process

Viewing the alternative economic strategy as a political process in-
volves a wide range of considerations: developing widespread involvement in
discussion of alternatives to current economic policies, involving the left-
wing of the ALP in a dialogue with socialists on a strategy of this sort,
seeking to strengthen the general commitment of the ALP to such a programme,
gaining office, dealing with a conservative bureaucracy, developing plans to
deal with the response of capital to socialist-oriented policies, and develo-
ping and maintaining widespread popular support for the policy measures.
These issues are crucial to the success of the strategy: indeed, they raise
fundamental issues about its very nature and purpose.

A useful initial distinction can be drawn, along the lines suggested
by Rowthorn,35 between the tactical and ideological aspects. Tactically,
the major issue concerns the role of such a policy package in respect of the
process of policy formulation within the ALP. The primary question is
whether an alternative strategy is useful for the left in seeking to increase
its influence within the party. The answer must almost certainly be in the
affirmative: as in the U.K., it is a major advantage for the left to have a
clearly articulated policy package. A major issue for the party still is
(or should be) to draw the lessons of the Whitlam government: did that govern-
ment fail because it attempted too much too quickly, or because its political-
economic policies were not based on a coherent and widely understood programme
for transforming the structure of Australian capitalism? The former view
leads to economic conservatism. The latter interpretation is crucial if the
Labor Party is to have a progressive role., It is by building on this view
that the proposals for an alternative economic strategy can have great tacti-
cal value to the ALP left. Put another way, the absence of any such strategy
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leaves it impotent in the face of the general slide towards conservative in-
terpretations of the problems of the Australian economy.

On an ideological level, the situation is only a little less clear. As
Rowthorn argueé "the Jery act of creating and developing an Alternative
Economic Strategy is an important exercise in self-education for socialists."36
It raises key questions about the nature of the transformation of the capi-
taiist economy and forces discussion of practical questions of economic man-
agement: this is a useful break from sloganising and demands for "instant
socialism". It may also help the left to come to be seen as an alternative
political leadership, rather than as an internally divided assortment of social
critics, newspaper vendors and subversives. Whether it is widely regarded as
a desirable alternative leadership is another matter. However, in a period
during which Australian capitalism and its ruling class administrators are
intensifying problems for the working class, the potential is present. An
alternative economic strategy could play a major role in general community
education about the desirability of a major change in direction regarding the
future of the Australian economy. Indeed the ideological significance of the
alternative economic strategy is perhaps its most important aspect in the
first instance. It has a potentially significant educational function both
for the committed left and for the community as a whole. Further, it could
act as an important rallying-point for an otherwise demoralised political
opposition and as a catalyst and coordinating agent for otherwise fragmented
struggles by individual groups of workers. Thus, even if the specific pro-
gramme is never implemented, an alternative economic strategy can have an
important ideological function.

However, one must go further and seek to anticipate the political pro-
cesses associated with the actual implementation of an alternative economic
strategy. One obvious issue is the electoral aspect. Could a party committed
to an alternative economic strategy of the sort outlined in this article have
any chance of gaining office? 1Is the electorate inherently conservative?
Certainly, it is important not to underestimate the problems of gaining popu-
lar support. However, this does not necessarily favour a softly-softly appro-
ach: as Theophanous points out, "if people are offered a choice between two
parties with substantially the same policies, why should they vote Labor,
given the nagging doubts as to where the ALP really stands?"37 A more radical
programme is not inherently an electoral liability. Indeed, there are a num-
ber of aspects of the programme that could fire the imagination of a large
part of the electorate e.g. public ownership of Australian resources as a basis
for improving the standard of social facilities, the commitment to full employ-
ment, control of multinational corporations, and so on. In a period when the
inequitable nature of the current economic crisis and of current economic poli-
cies are coming to be more widely perceived, possibilities of gaining support
for a fresh approach do exist. The establishment of a daily newspaper for the
dissemination of left-wing analyses of current issues would facilitate this
process.

Turning from the difficulties of gaining office to problems of policy
implementation immediately raises the issue of potential opposition from within
the state apparatus. The existing bureaucracy could be expected to impede the
implementation of an alternative economic strategy. This would suggest the
need for a "night-of-the-long-knives' during which conservative bureaucrats
would be moved out of key positions immediately upon Labor gaining office.

This is not an adequate solution, but would be an important indication of the
strength of commitment. The right-wing forces within the state apparatus would
certainly re-group. The role of the armed-forces could also be important.
This latter aspect is acknowledged most clearly in the CPGB's British Road to
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Socialism. Rowthorn also puts it strongly: "unless the power of the Right in
Britain's military apparatus is challenged all our plans for radical economic
and social change or worthless.'38 We must ask, is Australia a democratic
country where military coups '"simply do not happen'"? The safeguards against
this are not immediately apparent but the problem needs to be interpreted in
terms of a process which involves an extended conflict of ideas, a conflict
that takes place in all parts of society, including the military. For the
time being at least, as Frances Cripps has argued in the British context, the
more important issue is the "media battles'39 to establish the legitimacy of
the socialist ideals embody in the alternative economic strategy.

Finally, what of the response by capital? As noted in the previous sec-
tion, this is a crucial issue. There is a clear possibility - one might say
a certainty - that the immediate effect of new policies limiting the power of
capital would be to cause a reduction in investment and hence immediate dis-
location of the economy. However, it is possible to envisage contingency plans,
including the nationalisation of non-compliant businesses, and the conversion
of production to socially useful activities under workers control. The role
of the state in expanding its -expenditure is crucial in ensuring that the dis-
location does not manifest itself in growing unemployment. Also it is possi-
ble to envisage programmes of planned industrial development which simultan-
eously reduce dependence on multinational corporations at the same time as
providing opportunities for new investment in industries currently not favoured:
i.e. a planned programme of diversification and import-substitution could pro-
vide the basis for interim cooperation between labour, the state and some
fractions of capital. Ultimately, however, one must concede that all these
measures - no matter how effectively implemented - would not eliminate the
effects of dislocation. The big question is how such dislocation would be
generally interpreted: enter once again the issue of popular support.

Formulating an alternative economic strategy is not primarily a technical
exercise. It is a political exercise involving the development and discussion
of proposals for dealing with the problems of contemporary society, and the
commitment of the majority of the people to its broad objectives. As the re-
cent publication by the Conference of Socialist Economists put it, an alterna-
tive economic strategy" would be a break with capitalist forms of economic
control and would meet with opposition."#0 The question of popular support is
crucial. How to build it? How to sustain it? These matters have been thought-
fully considered in the pamphlet by Connell#l which stresses inter alia the
need to build social and political movements on the basis of people's individual
and collective experiences. While an alternative economic strategy can offer
no short-cut in such complex processes, it can potentially act as a rallying-
point and means of coordinating a wide range of struggles. Looked at in this
way, the tactical and ideological aspects of an alternative economic strategy
are of paramount importance.

All in all, it is clear that an alternative economic strategy offers no
simple solutions. On the one hand, there are certain aspects of the Australian
situation that are relatively favourable to an approach of this sort. Most
obviously there is the rich endowment of natural resources. There are also
some institutions, particularly those concerned with international trade and
with wage fixation that could be adapted to serve as important parts of an
economic planning apparatus. If nothing else they have helped already to es-
tablish the legitimacy of public regulation of important aspects of economic
life. It could also be argued that the capitalist class is not as fully inte-
grated as in the major capitalist metropoles: certainly there is no equivalent
to the power of the City of London to undermine an alternative economic strat-
egy. On the other hand there are distinctive impediments, most obviously the
existing Constitution and a Federal system which restricts the possibility of
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radical changes. It is difficult at this stage to envisage an alternative
economic strategy being implemented, but the weight of argument in this paper
would suggest that, for tactical and ideological reasons alone, its further
development is warranted.

The development of a coherent alternative must necessarily involve not’
only the political groupings explicitly committed to a socialist transforma-
tion. but also at least some sections of the ALP, a party which is bound to
piay a major role in that transformation, for better or worse. Some four
years ago, Arthur Gietzelt called for a left-labour dialog.e on these issues.%?
Since then, the AMWSU has sought to initiate discussion on a People's Econo-
mic Programme. There has been a ‘significant upsurge of rank and file activity
in the production of broadsheets and newsletters which analyse the current
political~economic situation as it affects particular industries. The Trans-
national Cooperative has played an important role in respect of developing
strategies for workers' intervention. The Australian Political Economy Move-
ment has also made important contributions to the analysis of the problems of
contemporary Australian capitalism. What is now needed is further development,
coordination and extension of these sort of initiatives. This article - ten-
tative and exploratory as it .is - is written in that spirit.
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FOOTNOTES

*Earlier drafts of this paper generated some very helpful comments. Special
thanks are due to Gavan Butler, Evan Jones, Stuart Rosewarne, Geelum
Simpson-Lee, Lynne Chester, Tony Ward, Marian Simms, Rod Maddock, Brian
Mason, Graham Larcombe, Sheila Shaver, Dave Bedgood, and those people who
participated in discussion following talks I gave on the topic to the APEM
Conference in Adelaide 1981, the Socialist Responses to the Resources Boom
conference in Canberra 1981, and a Transnational Cooperative discussion
group in Sydney, 1982. I have tried to incorporate many of the suggestions
and to modify the analysis in the light of various criticisms. Given the
complexity of the issues and the ‘controversial political questions which are
involved, I don't doubt that significant disagreements remain.....

1. The quotation comes from K. Marx and F. Engels, The Manifesto of the
Communist Party. For a brief introduction to Marxian analysis of the
role of the state see the article by D. Gold, C. Lo, and E. Wright
that appears as Chapter 44 in El1 Wheelwright and F.J.B. Stilwell (eds),
Radings in Political Economy, Volume 1, ANZ, Sydney, 1976.

2. See M. Castells, City, Class and Power, Macmillan, London, 1978, and
the article by Kuhn in this issue.

3. The phrase is Joan Robinson's: see Marx, Marshall and Keynes, Collected
Economic Papers, Volume 2, Blackwell, Oxford, 1970.

4. See R. Catley, 'Socialism and Reform in Contemporary Australia', in
El Wheelwright and K. Buckley (eds), Essays in the Political Economy of
Australian Capitalism, Volume 2, ANZ, Sydney 1977.

5. This last item is not compatible with pure monetarism which sees the
. wage rate, like any other price, as something with which the government
should not interfere. This reflects the general point that the
economics of the '"mew right" in practice are consistent primarily
in the sense of serving to legitimise economic and social policies that
serve the interests of capital.
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