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An outbreak of democracy?

fter what can only be described as the most des-
ultory election campaign in modern political his-
tory, the result has not just been a cliff hanger—
it has been genuinely reformative. Richard Denniss is
hopeful that the new parliamentary paradigm will be a

positive one.

The first casualty of the hung par-
liament appears to be Julia Gil-
lard’s Citizens’ Assembly on cli-
mate change. The second is the
long-standing practice of ministers
refusing to provide answers at
what is optimistically referred to as
Question Time.

In exchange for support from
the Greens in the lower
house, the ALP has
promised referenda
on constitutional
recognition for
Indigenous Aus-
tralians and lo-
cal government.
Eight years into
the war in Af-
ghanistan, there
will finally be a
parliamentary
debate on Aus-
tralia’s role in that
conflict and, on
the policy front, the
ALP has promised,
among other things:

e a parliamentary bud-
get office

e truth in political advertising
»  reform to political donations

e a commitment to consider
boosting spending on dental
care in the next Budget.

In addition, there will be inquiries

into fast rail and a climate-change
committee populated exclusively
by MPs who believe a price on car-
bon is necessary.

Andrew Wilkie, the new indepen-
dent member for the Hobart-based
seat of Denison, has secured new
funds for the Royal Hobart Hospi-
tal and significant reforms to

raft of reforms
to the way par-
works

who
they would sup-
port. Smart.

While Bob Kat-
ter finally chose
the Coalition, Tony
Windsor and Rob
Oakeshott  endorsed
the ALP in exchange for a
wide-ranging suite of initiatives
for regional Australia. The elo-
quence and intelligence with which
both of these MPs prosecuted their
case ensured that the majority of
city voters seem quite happy that
additional funds will be directed
towards Australia’s vast regional

areas.
Continued on Page 2




An outbreak of democracy? from Page 1

Can anybody suggest that a narrow
win by either the ALP or the Coali-
tion would have led to anything like
this outbreak of democracy? Af-
ter what can only be described as
the most desultory election cam-
paign in modern political history,
the result has not just been a cliff
hanger—it has been genuinely re-
formative.

In order to understand the enor-
mous policy opportunities that the
next three years present, it is nec-
essary to describe how it was that
Australia’s system of parliamentary
democracy had become so stag-
nant.

he ‘lack of certainty’

associated with the

composition of the new

parliament is likely to
provide the best conditions
we have seen for serious ac-
tion on climate change.

The first problem involves the de-
termined efforts of both the ALP
and the Coalition to entrench a
two-party system. Everything from
the way that public funding for elec-
tions is provided to the way that
the ‘leaders’ debates’ are organ-
ised serves to reinforce the idea
that there are only two parties to
choose from. Even the architecture
of Parliament House is designed
to accommodate two parties. The
House of Representa-
tives chamber was not
designed with a third or,
heaven forbid, a fourth
or fifth party leader in
mind.

The second major prob-
lem is the rigid party
discipline that both ma-
jor parties impose on
their members of parlia-
ment. While the US and
the UK (until recently at
least) have had stable
two-party systems,
‘crossing the floor’ is so
common that it is simply
thought of as ‘voting’.
Backbenchers in the
UK frequently cross the

(\9]

floor and any member of the US
Congress who put their party lead-
er's opinion ahead of their local
constituency on a big issue would
be unlikely to be voting on legisla-
tion for long.

In Australia, the combination of an
entrenched two-party system (in
the lower house at least) and rigid
party discipline has led to the situ-
ation that debate, if it existed at all,
took place entirely behind closed
doors. The resulting ‘public debate’
descended into two groups of poli-
ticians determined to ‘stay on mes-
sage’. Some of the best debaters in
the country were forced to mouth
some of the most banal statements
over and over again. Any deviation
from the script would be pounced
on as ‘division’ or a ‘gaffe’. As the
swing to the Greens and the infor-
mal vote showed, millions of Aus-
tralians are sick of it.

The other big problem with our po-
litical system is that both parties
have spent too long reading the
same books on political strategy,
sitting in the same focus groups
and chasing the esteem of the
same coterie of commentators.
Just as consumer goods all begin
to look similar after a while, our
major political parties have also
become pale imitations of each
other. This is not to suggest that
they are the same—rather that nei-
ther party has been willing to em-

phasise its differences for fear of
‘making themselves the story’. The
modern day maxim is ‘keep it bland
and play the man’.

And then came the 2010 federal
election.

ith the Greens

holding the bal-

ance of power in

the Senate, there
is a real possibility that leg-
islation passed in the lower
house could be passed in the
upper house as well.

Each of the two major parties tried
to make itself a small target. Each
side of politics eschewed a reform
agenda preferring instead to sell
‘steady as she goes’. And each
side of politics hoped to convert
cynicism about its opponents into
a mandate to govern. They both
lost.

During the election and after it, the
ALP and the Coalition became the
target. The voters pilloried them
and denied either a mandate to
govern in its own right. There are
now four genuinely independent
members of the lower house along
with the first Green elected to the
House of Representatives (at a
general election) as well as a mem-
ber of the West Australian Nation-
als who is adamant that he will not
attend Coalition party-room meet-
ings and will vote ac-
cording to his judgement
of the best interests of
his electorate.

Can you imagine that:
politicians sitting in par-
liament, listening to de-
bates about legislation
and making up their own
minds about how they
will vote on an issue-by-
issue basis? It gets bet-
ter though.

The independents and
Greens have ensured
that ‘private members
bills’ will not merely be

introduced into parlia-
Continued on Page 4
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Money and power

he power of big business in Australia and around the world has been steadily
increasing for decades, with business now able to dictate terms to govern-
ment. Josh Fear examines this phenomenon and concludes that the time has
come to do something about the ability of corporations to insert themselves into

every aspect of modern life.

Recent events have shown how
much the interests of corporations
now dominate the political pro-
cess. Mining companies mobilised
more quickly than government to
challenge the resource rent tax
and effectively brought down a
prime minister.

Last year, constant pressure
from the carbon lobby turned an
emissions trading scheme into
little more than a compensation
scheme for big polluters. The ar-
gument over the watered-down
legislation then brought down an
Opposition leader.

he public clearly wants

government to do

something about the

degree of power that
corporations enjoy in Austral-
ia.

Politicians are intelligent creatures;
they have learnt that it is best to
avoid doing anything visionary lest
they attract the ire of business lead-
ers as channelled through the na-
tional broadsheets. Endemic risk-
aversion now means that policy is
crafted so as to annoy the fewest
people, including the vocal busi-
ness sector. Anyone who has seen
a Regulatory Impact Statement
knows how public servants are
trained to pre-empt the objections
of the private sector to any change
that might affect business.

But political systems merely re-
flect the society that gives rise to
them. And we live in a society, and
a world, where the power of corpo-
rations is much greater than that of
‘ordinary’ people. Corporate power
can readily be seen in our homes,
our workplaces, our public spaces
and our national debates.
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Most often we just accept this state
of affairs but that doesn’t mean we
like it. In a survey of 1,360 Austra-
lians conducted by The Australia
Institute, four in five people agreed
that ‘big business has too much in-
fluence over everyday life’ and that
‘big business has too much influ-
ence over government decision-
making’. Meanwhile, only one in
four agreed that ‘it is acceptable for
big business to influence the politi-
cal process’.

Of course, in any capitalist econo-
my, business activity will form the
foundation for employment and
wealth creation. But encourag-
ing entrepreneurialism does not
necessarily mean promoting the
interests of mega-corporations or
ceding to their demands. In fact,
we elect representatives to do pre-
cisely the opposite on occasion.

One area where our leaders have
refused to take decisive action is
banking. The big four banks now
control more than 75 per cent of
all bank assets, and banks account
for over 90 per cent of all lending
in Australia. This level of concen-
tration has distorted competition,
allowing the big banks to reap un-
derlying profits of around $35 bil-

lion a year, including $20 billion in
‘super-profits’ attributable to their
market power.

(See ‘Banks behaving badly’ on
Page 7 for the Institute’s findings
on the banks’ marketing of debt and
the need for better regulation.)

e live in a soci-

ety, and a world,

where the power

of corporations is
much greater than that of ‘or-
dinary’ people.

The recent furore over the mining
tax also showed how powerful the
resources sector is at influenc-
ing the political debate. The scare
campaign whipped up by a handful
of wealthy miners saw a policy that
should have been easy to sell—ef-
fectively giving back what is right-
fully theirs to the citizens of Austra-
lia—become lost in a debate about
what constitutes ‘super profits’.

Yet the public clearly wants govern-
ment to do something about the de-
gree of power that corporations en-
joy in Australia. Seventy per cent of
survey respondents said that there
should be more regulation of big

business while only four per cent
Continued on Page 5




An outbreak of democracy? from Page 2

ment but actually debated and vot-
ed upon. What that means is that
the government of the day will no
longer have a monopoly on the ca-
pacity to draft a piece of legislation
and have it both debated and voted
on. The implications of such a shift
are enormous.

an anybody suggest

that a narrow win by

either the ALP or the

Coalition would have
led to anything like this out-
break of democracy?

The major political parties have
colluded to keep a wide range of
important debates out of the pub-
lic eye for decades. Issues such
as voluntary euthanasia, same-sex
marriage, political donations by
corporations, junk-food advertising
to children and the need to regulate
poker machines have been delib-
erately ‘starved of oxygen’ by the
party leaders. There are a number
of reasons for this collusion but the
simplest, and most important, is
the diverse and strongly held views
about these issues on both sides of
politics. Rather than risk ‘division’,
the parties have preferred silence
instead.

Not any more.

Now that the independents and
Greens will have more opportunity
to introduce their own legislation
and, importantly, force a vote on it,

we will finally get to see what our
elected representatives think about
these and other issues. And with
the Greens holding the balance of
power in the Senate, there is a real
possibility that legislation passed in
the lower house could be passed in
the upper house as well. Indeed, it
is entirely conceivable that the Co-
alition, independents and Greens
could combine to pass legislation
through both houses of parliament
even in the face of ‘opposition’ from
the ALP Government.

Perhaps ironically, the ‘lack of cer-
tainty’ associated with the compo-
sition of the new parliament is likely
to provide the best conditions we
have seen for serious action on cli-
mate change. With luck, we will see
legislation to introduce a simple
carbon tax in the next 12 months.
Why a carbon tax rather than an
emissions trading scheme? Leav-
ing aside the economic arguments,
the politics of a carbon tax will be
much simpler. Rather than having to
agree today on what constitutes an
‘ambitious’ target for 2020, a carbon
tax simply requires the parties to
agree on what a reasonable starting
price for carbon should be.

If the ALP, independents and
Greens can agree on a carbon tax
in the term of this government, it is

likely to stay in place regardless of
the result at the next election. Even
if the Coalition were to win the next
election, it would need to pass
any legislation to abolish a car-
bon tax through the Senate, given
that a law needs to be passed by
both houses of parliament. The six
Green senators elected in the 2010
election will serve six-year terms
so that the chances of the Coali-
tion subsequently scrapping such a
scheme are slim.

oth parties have spent

too long reading the

same books on po-

litical strategy, sit-
ting in the same focus groups
and chasing the esteem of the
same coterie of commenta-
tors.

The most boring election in recent
history has not just delivered the
most interesting result, it is likely
to deliver one of the most creative
and genuinely democratic terms
of parliament in living memory. It
is not inevitable that our elected
representatives will live up to the
opportunities before them but it
is inevitable that the next election
will see far more debate about pol-
icy and far less debate about how
many debates there should be. §
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Money and power from Page 3

said there should be less. When
asked what kind of regulation this
might be, they typically nominated
greater protection for consumers
and workers and the environment.

At present, the political will to en-
act such reforms appears to be
largely absent. In fact, mainstream
politicians seem inclined to grant
further concessions rather than
revoke existing ones. But underly-
ing community resentment about
corporate power feeds into a wide
range of disputes across the policy
spectrum.

For decades, the public has been
subjected to corporate waffle
about ‘innovation’, ‘competition’
and ‘choice’, often from the mouths
of politicians. Inasmuch as these
terms mean anything at all, they
have been code for the need to
deregulate markets and privatise
public assets. Strangely enough,
such developments have usually
favoured big business over ordi-
nary people.

It is time to wrest back some of
the power that corporations have
acquired at our expense and put
it back where it belongs—in the
hands of the people. §

Overloading Australia

This book, by Mark O’Connor
and William ) Lines, has been
revised several times since its
first edition and has contributed
significantly to the population
debate in Australia.

Australia’s current rate of popu-
lation growth suggests that the
number of people in the coun-
try will pass 100 million by the
end of the century. While busi-
ness people advocate a higher
population and governments
approve because larger num-
bers assist economic growth,
not many people are address-
ing the failure to provide infra-
structure or the concern that
this hot, dry continent might
not be capable of supporting
such large numbers of people.

Al

MONEY AND POWER

The Institute’s paper

Money and Power: The v ([1], [3'A1 LB 11!1]3}

case for better regula-

tion in bankinggwas GONFERENGE 2010
launched in Sydney in
August at the confer-
ence on Money and
Power: How much is
too much for corporate
Australia?, co-hosted by The Australia Institute and Catalyst
Australia. Speakers included Bernie Fraser (former Governor
of the Reserve Bank of Australia), Christopher Zinn (CHOICE),
Tony Maher (CFMEU), Lee Rhiannon (Greens NSW) and Jack
Gray (UTS).

The conference was a welcome opportunity to debate some
of the issues that didn't feature in the election campaign,
such as political donations, executive salaries, and the real
reasons why Australia hasn’t yet put a price on carbon.

We were delighted with the media coverage of our new re-
search, which included a number of high-profile interviews
and press articles. We have had enormous positive feedback
about the conference from participants and speakers. This
year’s conference was a follow-up to last year’s event, Crunch
Time: Australia’s Policy Future. We hope to make these con-
ferences an annual event.

This is the book that put the skids under
“big Australia” — and starts the debate
on what size we should grow to.

How governments and media
dither and deny on population

The press of numbers on this continent affects
us all - those living, as well as those yet to be
born. To talk of saving the environment or

of climate change is meaningless if we won't
address population growth, and take on those
who profit by it. In a score of punchy chapters,
authors Mark O'Connor and William Lines
challenge the myths, expose the facts, and
dent the denial industry.

They blow the whistle on population-foolish
policies that lead to clogged roads, water
shortages, scarce food, and no place for
refugees; then provide new and fair ways to
think about the issues and to limit Australia’s
future population-size.

Australis's Population actual & pojected a
presentateof 18% pa

VITY4disSnY SNIGYOT4IN0

This is a book that
will revolutionize the
green debate, and
the political debate,
on population.

uonpa Uit

" Mark O'Connor
William J. Lines
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REVIEW

David Richardson reviews the talk given by Professor Joseph Stiglitz at the Opera House on 7 August 2010.

Recently, at the Sydney Opera House, The Australia Institute and the Economic Society of Australia hosted a
talk by Nobel Laureate Economist Joseph Stiglitz entitled ‘Why economics matters: Looking at global challenges
through an economic lens’. In his address, Professor Stiglitz addressed some of the biggest economic problems
currently facing mankind.

On the question of global unemployment, he pointed out that much of modern economics is no help because
it is based on models of the economy in which unemployment cannot exist. He made the point that Australia’s
experience of the global financial crisis has been considerably better than many of the northern hemisphere
countries largely because the Australian stimulus package was well-designed. Australia’s other contribution,
apparently, was to invent the acronym GFC for the ‘global financial crisis”.

Stiglitz stressed that the global financial crisis was clearly labelled ‘made in the USA". That incentives matter is
one of his themes and he concentrated on the perverse incentives in the US financial system, which encouraged
short-sighted behaviour and excessive risk-taking. It should have come as no surprise that senior officials in the
finance system behaved recklessly. In particular, companies were managed and controlled by people who did
not own them, raising serious corporate governance problems. Some of these executives were paid very high
incomes, almost inventing their own incentive payments, to manage other people’s capital.

The collapse of the financial system in the US has shattered the myth that people’s incomes are governed by
their contribution to productive activity. The massive bonuses in the finance industry may have been called
‘incentive payments’ but they bore no relation to the actual contribution made by senior executives to their
companies’ profitability in the long term. In fact, Stiglitz observed, the very people who made such a negative
contribution to society had received the largest bonuses.

Professor Stiglitz also spent a good deal of time discussing global warming, something Australia has to take
very seriously given its lack of water and the risk of losing natural assets like the Great Barrier Reef. This is an
example of another case where incentives are perverse. There is no price on carbon, which means people will
treat the air as if it were free; there is also no incentive to prevent carbon emissions. A positive price would be
an incentive not to waste. Countries that respond with a carbon price will develop an economic system that
treats resources like atmospheric carbon dioxide as scarce. As Stiglitz put it, it is better to tax bad things rather
than good things.

But in addition to tax, Stiglitz clearly sees a case for government requlation and rule-making to supplement
price signals, mainly because the market is subject to many imperfections. He noted the role for requlation,
in particular with respect to motor vehicle mileage standards and the banning of coal in new power plants.

At the end of question time, just to make sure there could be no ambiguity, The Australia Institute’s Executive
Director, Richard Denniss, asked Stiglitz if a carbon tax would be good or bad and he stated clearly and firmly
that it would be ‘good’. He also expressed the view that with a price on carbon and other pollution, economic
growth is consistent with safeguarding the environment. That led him on to another subject, one to which he
has devoted significant time—global poverty.

Around two billion people are living at barely subsistence levels. Clearly, poverty means fewer economic re-
sources, less education, poorer health conditions and other undesirable circumstances. Stiglitz is particularly
scathing about the international rules of the game, for instance the rules governing world trade and how they
perpetuate third-world poverty. Colonialism and imperialism entrenched poverty in earlier periods; now laws
such as intellectual property rights, which prevent access to affordable medicines, are having a similar effect.
Knowledge, which should be available to everyone, is restricted to those who can pay; for example genetic
tests for predisposition to breast cancer are expensive purely because of patents covering cancer genes. Patents
and other intellectual property rights, in fact, become a means of discouraging innovation where it could be of
most use.

Professor Stiglitz left everyone with much to think about and in summing up Richard Denniss thanked him for
doing what he does particularly well—'making economics so accessible and so simple’.

The video of the Stiglitz lecture is available from the Sydney Opera House website http://play.sydneyopera-
house.com/index.php/Talks/joseph-stiglitz.html.
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Banks behaving badly

he big four banks now dominate the banking market. Their power has seen off
most competition over the years and led to a virtual monopoly in the financial
services area. Josh Fear considers how the public interest fares in this situ-

ation.

Mistrust of big banks is almost an
article of faith in Australia. Since
the heady days of financial deregu-
lation in the 1980s, when banks
closed rural branches and fore-
closed on family farms, many peo-
ple in the community have ques-
tioned whether banks are living up
to their responsibilities to society
as conscientiously as they are to
their shareholders.

Politicians habitually exploit com-
munity concerns about bank profits
by engaging in finger-wagging, but
any actions they take are usually
symbolic: witness the Rudd Gov-
ernment’s failed attempt to encour-
age consumers to switch banks
to get a better deal. Governments
mouth platitudes about the need to
promote ‘competition’ but are ter-
rified of doing anything that might
work against the interests of the big
four banks.

This is because the major banks
have acquired an unprecedented
level of power.

The big four banks now control
more than 75 per cent of all bank
assets, and banks account for over

90 per cent of all lending in Austra-
lia. This level of concentration has
distorted competition, allowing the
big banks to reap underlying profits
of around $35 billion a year, includ-
ing $20 billion in ‘super-profits’ at-
tributable to their market power.

Indeed the Commonwealth Bank
of Australia recently reported a re-
cord profit of $6.1 billion (after tax),
up more than 40 per cent on last
year.

The banks’ underlying profits
equate to almost three per cent of
GDP, up from less than one per
cent a quarter of a century ago.
Of every $100 spent in Australia,
nearly $3 ends up as underlying
profit for the banks.

Is this extreme profitability in the
public interest? Many workers hold
shares in banks indirectly through
superannuation and, therefore,
arguably receive a share of their
profits. Yet the distribution of share
ownership means that the wealthi-
est Australians capture most of
the dividends flowing from bank
profits. And in other important re-
spects, the behaviour of the banks
runs counter to the interests of the
broader community.

any people in the
community have
questioned wheth-
er banks are living
up to their responsibilities to
society as conscientiously as
they are to their shareholders.

Traditionally, banks have served a
social as well as an economic func-
tion, providing a service to the com-
munity and controlling the supply of
credit. But modern banking prac-
tice involves striving for maximum
market share, even if this means

Al

acting against the interests of indi-
vidual customers or the community
as a whole. The logic of maximising
shareholder value has put the mar-
keting of debt, through credit cards
and housing loans, at the centre of
the banking endeavour.

New survey research by The Aus-
tralia Institute reveals the extraor-
dinary extent to which ordinary
Australians are offered new credit
products, often without having
asked for it. Two in three respon-
dents reported receiving an unso-
licited offer for a new credit card
in the past 12 months, while one
in two had received an unsolicited
offer to increase their credit-card
limit.

More worryingly, a majority of re-
spondents who were not in paid
employment had received an unso-
licited offer for a new credit card.
Similarly, one in three people liv-
ing in a low-income household had
been offered a personal loan with-
out seeking one out.

When faced with calls for greater

Continued on Page 8




Banks behaving badly from Page 7
regulation, banks argue that indi-

viduals are responsible for their
own financial decisions. Informed
consumers, they insist, will behave
rationally to ensure competitive
discipline in the market, which will
in turn bring about socially optimal
outcomes.

he big banks reap under-

lying profits of around

$35 billion a year, in-

cluding $20 billion in
‘super-profits’ attributable to
their market power.

In the real world we know this sim-
ply isn’t true. When people are
asked to make financial decisions
that they do not fully understand,
they often rely on other people
for help, particularly people whom
they regard as better qualified or
informed. In the case of bank prod-
ucts, people often rely on the ad-
vice they receive from bank work-

bank’s products. The more prod-
ucts they sell—the more debt they
convince customers to take on—
the more money they make.

Banks also spend enormous sums
of money on advertising: more than
$1 billion in 2008-09. Put into per-
spective, this is more than it costs
to run the ABC.

All this marketing allows banks to
take maximum advantage of the
confusion and disinterest that con-
sumers feel when faced with finan-
cial choices. And while constant
marketing can maximise share-
holder returns, the effect on broad-
er society is a negative one.

It is the responsibility of govern-
ment to ensure that banks behave
in ways that are consistent with the
public interest rather than ‘leaving
it to the market’. A recent Treasury
Green Paper floated the idea of

preventing banks from pursuing
debts for loans made to people who
never had the capacity to pay in the
first place. So long as it is properly
enforced, this measure would go a
long way towards changing the way
banks behave.

Sales targets and commissions
for bank workers should also be
restricted or banned. Such prac-
tices are in the interests of neither
customers nor the workers them-
selves.

These reforms should constitute
part of a formal social contract be-
tween individual banks and govern-
ment; ratifying the social contract
would then become a condition
of maintaining a banking licence.
Without this kind of policy interven-
tion, the profits of the big banks will
only get bigger, and at the commu-
nity’s expense. §

ers. Money and Power: The case for better regulation in banking also recommended
banning the practice of ‘pre-approving’ credit-card offers and/or credit extensions.
During the election campaign, the Prime Minister announced that a Gillard Gov-
ernment would prevent banks from offering unsolicited credit-card increases.

What is not well understood is that
bank workers in Australia are of-
ten paid commissions to sell their

Profit taking

The end of the financial year reporting season saw another boon in the fortunes of the mining industry. BHP Bil-
liton announced a pre-tax profit of $19.6 billion, up 68 per cent on last year’s profit. Net after-tax profit increased
by an incredible 116 per cent.

BHP Billiton did not suddenly become a great deal cleverer or more skilful at running its business; it increased
profit dramatically because the rest of the world, and especially China, is thirsty for Australian commodities. This
is why there is great merit in the idea of taxing the super profits of miners.

of the big four banks, only the Commonwealth Bank has reported its profits to date. (The financial year of the

other three ends on 30 September.) However, we can still estimate the annual equivalent of the big four banks’
profits by extrapolating from their quarterly results. Taking their after-tax cash profit and converting quarterly
figures into annual equivalents results in a figure of $20.9 billion—almost $1,000 for every man, woman and
child in Australia and around $2,500 per household.

Pre-tax (how everyone else quotes their income), the big-four profit figure is likely to be around $29 billion.
Adding back their charges for bad or doubtful debts, running at around $2 billion a quarter, increases underly-
ing profit to $37 billion. This seems like an incredible profit for four companies that are providing an essential
service.
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Green jobs

n their paper entitled Green jobs: what are they and do we need them? the authors,

Cameron Eren, Richard Denniss and David Richardson, attempt to define what a

green job actually is, an exercise that proves far more difficult than mere semantics.
They then ask how green jobs are linked to environmental policy.

Despite a great deal of enthusiasm
about green jobs during the CPRS
debate, there was surprisingly little
interest in what the concept actu-
ally means. Given that the precise
definition of a green job will ulti-
mately determine both the environ-
mental effectiveness of the grow-
ing body of green-collar workers
and the value received in return for
significant public investment, the
absence of a cogent definition is a
cause for concern.

Is a green job one that actively con-
tributes to the long-term transfor-
mation of society into a more eco-
logically sustainable form? A firm
that produces wind turbines, for
example, is clearly contributing to
the transition to a sustainable en-
ergy system but should the jobs of
those who manufactured the steel
and aluminium from which the tur-
bines are made also be classified
as green?

iffering approaches to

climate policy should

not be assessed, sup-

ported or rejected on
the basis of the number of
green jobs they create.

What about those who work in in-
dustries with low environmental
impacts? Should the small ecologi-
cal footprint of a job be enough to
earn itself the title of a green job?
Although these industries tend to
rely more heavily on human capital
and less heavily on physical capi-
tal, is it meaningful to categorise all
jobs in the entire service sector as
green?

Is it possible to class a job that
marginally reduces the impact of
a resource-intensive industry such
as mining as a green job? For in-

Al

stance, are those who clean up oil
spills working in green jobs? If not,
it would appear inconsistent to cat-
egorise those working in environ-
mental remediation roles as having
green jobs when the only differ-
ence between such roles is that the
initial damage was unintentional in
the case of the oil spill and inten-
tional in the case of the mine.

low-carbon  econo-

my is an economy in

which the dominant

production and con-
sumption activities require
much less energy.

The difficulties of defining green
jobs are much greater than mere
semantics. If green-job creation is
to be considered a legitimate role
for government, it is important to
define clearly what the outcome
is and why governments would
seek to pursue it. Protecting the
environment is clearly a role for

Reproduced with the kind permission of Rocco Fazzari

government as is encouraging full
employment. Unless the concept of
a green job is clearly defined, how-
ever, itis not clear that either objec-
tive will be achieved via the pursuit
of ‘green-job creation’.

It was an article of faith that the
CPRS would underpin a green jobs
‘revolution’ in Australia. During the
opening address to the 2009 Aus-
tralian Labor Party National Con-
ference, Prime Minister Kevin Rudd
declared:

The climate change sceptics con-
stantly scare-monger about the pos-
sible loss of jobs through the transi-
tion to a lower carbon economy. But
they constantly fail to talk about the
new clean energy jobs of the future
which will arise from the introduction
of the Carbon Pollution Reduction
Scheme, the renewable energy tar-
get and energy efficiency measures
in the future.

Despite the former Prime Minis-
Continued on Page 10




Green jobs continued from Page 9

ter's comments, the unrestricted
international carbon-offsetting
provisions contained in the policy
would have delivered up to 114,000
fewer jobs in the Australian clean-
energy sector by 2020 than would
have transpired if emission reduc-
tions were planned through do-
mestic investment in renewable
energy. In other words, if Australia
had invested in sufficient renew-
able-energy generation to meet its
emission-reduction targets rather
than simply planning to import off-
set permits from other countries,
the result would have been up to
114,000 more people employed in
the renewable-energy industry.

reen jobs will follow
inevitably from effec-
tive  environmental
policy but effective
environmental outcomes do
not necessarily flow from the
creation of green jobs.

But a low-carbon economy is not an
economy in which large numbers of

people are employed installing in-
sulation or building wind turbines;
it is an economy in which the domi-
nant production and consumption
activities require much less energy.
‘Low-impact’ sectors are defined
as those that require low-energy
use per job created. An economy
that experiences rapid growth in
low-impact sectors such as health,
education and community services
will have a much smaller carbon
footprint than an economy that
supports rapidly growing manufac-
turing and mining industries. The
re-emergence of the early 20th-
century trend towards consuming
productivity growth in the form of
leisure rather than in the form of
material consumption alone would
signal a genuine move towards a
low-carbon economy.

Significant investment in new en-
ergy technologies needs to be
made and, in turn, many jobs will
be created in the quest to reduce
the carbon intensity of Australia’s
energy system. However, green
jobs should be incidental to the

desired environmental policy out-
comes pursued by governments;
green jobs will follow inevitably
from effective environmental policy
but effective environmental out-
comes do not necessarily flow from
the creation of green jobs. Differ-
ing approaches to climate policy
should not be assessed, supported
or rejected on the basis of the num-
ber of green jobs they create. Nor
should green jobs be viewed as a
meaningful substitute for effective
climate policy. §

The Education Tax Refund auction

overnments are addicted to tax expenditures as they permit the conferring of
favours on certain groups while giving the false appearance of budget savings.
David Ingles takes exception to Labor’s Education Tax Refund and proposes a

simpler and fairer alternative.

The Education Tax Refund (ETR),
announced by the Labor Party in
the 2007 election and commenced
in 2008-09, is again an item of
electoral contention. As is typical
when tax expenditures are used, it
creates a complex new instrument
to reach a goal easily achievable
through a direct-spending program.
Rather than simply raising existing
family payments for school-age
children, the government chose in-
stead to implement a complex new
tax giveaway, an approach that is
difficult for families to comply with
and expensive to administer. The
result is that those who need help
the most are least likely to receive
it.

Tax expenditures are monies fore-
gone by governments when they
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don’t collect amounts theoretically
available. Typically, they compli-
cate the Tax Act and do not receive
proper budget scrutiny. Despite
these sorts of difficulties, politi-
cians are addicted to tax expendi-
tures since they allow them to con-

fer favours on certain groups while
giving the (false) appearance of not
increasing the size of government.
Currently, tax expenditures cost
the budget over $100 billion an-
nually and are a hidden arm of ex-
penditure policy. Posting cheques
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is visible; foregoing tax is not. The
education rebate cost $190 million
in 2008-09 but would cost much
more if families were better aware
of it.

ax expenditures are
monies foregone by
governments when they
don’t collect amounts
theoretically available.

The education refund allows fami-
lies to claim education expenses
of up to $750 for each child at pri-
mary school and $1,500 for each
child at secondary school. The re-
fund covers spending on laptops,
home computers, internet connec-
tion, software, textbooks, learning
materials and so on. The rebate is
50 per cent of these costs, so the
maximum payment for a primary-
school child is $375 and for a sec-
ondary-school child $750.

Prime Minister Julia Gillard re-
minded parents recently to ‘keep
your receipts’, but many Australian
families experience difficulty claim-
ing the rebate either through lack of
knowledge or lack of documenta-
tion. The Age newspaper reported
that up to 400,000 families missed
out on almost $400 million because
they did not claim the ETR. The
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Henry Tax Review noted that per-
sonal tax compliance has become
inordinately complex, pointing par-
ticularly to the range of different tax
rebates, concessions and deduc-
tions.

Research from the Inspector-
General of Taxation has shown
that those with lower household
incomes are significantly more
likely to fail to lodge a tax return,
meaning that they are not claiming
tax concessions such as the ETR.
This parallels experience with the
take-up of welfare benefits as doc-
umented in The Australia Institute’s
recent paper entitled Missing out.

In the latest round of election auc-
tions, the refund is to be extended
to cover half the price of school uni-
forms at an estimated cost of $220
million over four years. Tony Ab-
bott outbid that promise with a pol-
icy to extend the refund to private
school fees and other tuition costs
amounting to $750 million over
four years. The government says
the cost will be twice that amount.
Whatever one thinks of the mer-
its of subsidising private schools,
there are existing funding mecha-
nisms which do precisely that and
the rationale for introducing a new
one is highly dubious.

A similar effect to
the ETR could be
achieved cheaply and
simply by targeted in-
creases in the base
rate of Family Tax
Benefit part A (FTB-
A), which the Henry
Tax Review has sug-
gested is adequate
to cover the costs
of the majority of
younger children but
inadequate for older

children. The government has now
promised to increase the maximum
benefit for 16- to 17-year-old chil-
dren to parity with that for 13- to
15-year-olds, from $2,062 annually
to $6,161. This is a very good move
(costing some $300 million per
annum), which was not matched
by the Opposition. However, it
still leaves this support below the
$7,542 figure which FaHCSIA mod-
elling suggested is the rate nec-
essary to support children in this
older age group. The Henry Tax
Review considers that support for
children of other ages is adequate,
excepting that for 12-year-olds.

ather than simply rais-
ing family payments
for school-age chil-
dren, the government
chose instead to implement a
complex new tax giveaway.

The reality is that tax benefits are
much more likely to be taken up by
the well-off. Simply increasing the
adequacy of FTB-A, by contrast,
would be highly pro-poor. There
may be merits in tied subsidies for
certain sorts of education-related
expenditures but if there are, they
have not been clearly spelled out
by either side of politics.

Tax refunds are an ineffective
method of providing support to fam-
ilies and children. The government
should consider scrapping the ETR
and fully taking up the suggestion
of the Henry Tax Review that FTB-
A for 12-year-olds, 16- to 17-year-
olds and 18-year-olds still at
school, along with Youth Allowance
for dependents, be raised to reflect
the estimated costs of support-
ing children in these age groups.
These are far more important pri-
orities than fiddling with education
tax rebates for the well-off. §
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Quarantining justice

he Howard Government’s Northern Territory Intervention Response has been
harsh, discriminatory and compulsory. Nor, despite a more respectful attitude
from the Labor Government, has the situation improved appreciably. David Baker
examines the fallout from the policy, its high cost and the wisdom of extending it to

non-Indigenous communities.

The compulsory quarantining of
welfare assistance payments (or
welfare quarantining) was im-
posed on Indigenous people living
in prescribed Northern Territory
communities under the Coalition
Government’s Northern Territory
Emergency Response (NTER).
This measure required the suspen-
sion of the Racial Discrimination
Act 1975.

Under welfare quarantining, 50 per
cent of selected payments can be
accessed only through a Basics-
Card administered by Centrelink;
the money can only be spent on
‘priority items’ such as food, hous-
ing, clothing and utilities—not on
alcohol, cigarettes or gambling.

While welfare quarantining was be-
ing rolled out across Indigenous
communities, there was a change
of federal government and with it
an apology to the Stolen Genera-
tions. It may have been assumed
by some that with the sentiment
displayed by the new Labor Gov-
ernment, there might also be a
change to the NTER.

einventing the policy

as a program of wel-

fare reform is a dif-

ferent agenda and
therefore requires evidence to
justify this altered approach to
reform.

The new government ordered a
review into the first 12 months of
the NTER. Among its recommen-
dations, the NTER Review Board
(the Board) urged that the policy be
made to conform to the Racial Dis-
crimination Act.

The Board found that the benefits
of welfare quarantining were ‘be-
ing increasingly experienced’ but
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that resistance to the ‘blanket im-
position’ of the policy continued. It
noted that a person’s capacity to
meet family responsibilities did not
determine whether or not the policy
would apply to them; instead, this

was  decided solely as a
consequence of where they lived
on a given day—21 June 2007.

The Board recommended that in-
come management be made vol-
untary except on the basis of ‘child
protection, school enrolment and
attendance and other relevant be-
havioural triggers’. Further, it found
that income management should
be part of wider financial mea-
sures, including financial literacy,
banking and home management.

In response, the government in-
troduced legislation, passed in the
shadow of the recent federal elec-
tion campaign, to expand welfare
quarantining beyond Indigenous
communities. The option of shifting
to a voluntary model that has been
successful in Indigenous communi-
ties outside of the Northern Terri-

tory was ignored.

While there is opposition to the
compulsory nature of the policy,
there is support for voluntary in-
come management; the empow-
erment of welfare recipients is the
difference between compulsory
and voluntary forms of income
management. A Senate Estimates
Committee heard that ‘the gov-
ernment might be surprised’” by
the numbers of people who would
choose to participate if given the
opportunity.

The Committee examined the three

} bills introduced by the government

to modify NTER measures. Ninety-
five submissions were received,
with the:
majority of evidence provided to the
committee related to the proposed
reinstatement of the Racial Discrimi-
nation Act [and] to expand the geo-

graphical coverage of income man-
agement.

The Committee heard evidence
that included accounts of segre-
gated lines at supermarkets and
perceptions of racism. It was also
given evidence as to the cost of the
program.

on-government wel-

fare agencies al-

ready run a range

of programs that as-
sist people to better manage
their finances. The costs of
these programs are consider-
ably less than the estimated
$4,400 welfare quarantining
costs.

Using the government’s own fund-
ing estimates of $400 million over
five years, the ACOSS submission
calculated that management costs
of the scheme would be $4,400
per person. ACOSS also provided
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comparative figures.

Put into perspective, that is nearly
nine times the amount paid to em-
ployment service providers to help
a long-term job seeker, which is
$500 annually. It is over one-third
of the Newstart Allowance paid to
a single adult, which is just under
$12,000 a year.

nder welfare quaran-

tining, 50 per cent of

selected  payments

can only be accessed
through a BasicsCard admin-
istered by Centrelink and the
money can only be spent on
‘priority items’.

Non-government welfare agencies
already run a range of programs
that assist people to better manage
their finances. The costs of these
programs are considerably less
than the estimated $4,400 welfare-
quarantining costs.

The new member for Hasluck, Ken
Wyatt MP, was interviewed on SBS
radio after becoming the first In-
digenous Australian to be elected
to the House of Representatives.

He said that his preference was
for a voluntary approach to welfare
quarantining; however, in circum-
stances where families and chil-
dren were in ‘extreme risk’, manda-
tory measures may be required.

Welfare quarantining was imple-
mented as part of a government
response to Ampe Akelyernemane
Meke Mekarle “Little Children are
Sacred”, the summary report of the
Northern Territory Board of Inquiry
into the Protection of Indigenous
Children from Sexual Abuse 2007.
The policy is now being expanded
as welfare reform.

The measures for preventing in-
come from being spent on alcohol
and pornography were designed
to address issues covered in this
report. Reinventing the policy as
a program of welfare reform is a
different agenda and therefore re-
quires evidence to justify this al-
tered approach to reform.

The new Australian parliament
should review the recent expan-
sion of welfare quarantining and
the possibility of any further expan-
sion. An evaluation that specifically

examines the basis for the policy
as welfare reform and the imple-
mentation costs of welfare quaran-
tining is required.

The experiences of people choos-
ing to participate in voluntary
income-management programs
operating in North Queensland
and Western Australia also needs
to be examined to determine how
the empowerment of choosing to
participate adds to the benefits a
person receives compared with the
experiences of those being forced
into such a program. §

Once more with feeling

uring the recent election campaign, both major parties, to a large extent, side-

stepped the issue of a carbon price with vague promises of action sometime in

the future. Richard Denniss outlines the economic basis for such a policy and
makes some suggestions about how the resulting revenue can be distributed.

While the 2007 election was fought
on a promise by the ALP to intro-
duce a carbon price, the 2010 elec-
tion was fought by both the ALP
and the Coalition on a promise not
to do so. The promised inaction
on the part of the ALP was until at
least 2013 but on the part of the
Coalition it was open-ended. The
Greens, on the other hand, cam-
paigned on the need for a carbon
tax. The election result saw a big
increase in the Green vote and
the public’s failure to endorse the
‘agenda’ of either major party.

Despite much of the election be-
ing allegedly fought on ‘economic

management’, neither the ALP nor
the Coalition were asked to explain
how it was that they simultaneous-
ly claimed to be ‘good economic
managers’ yet were determined
to ignore all economic evidence
about the best way to tackle cli-
mate change.

hile the politics of

tackling climate

change appear to

be challenging for
the major political parties, the
economics that underpin that
challenge are quite straight-
forward.
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The election has shown just how
much of a challenge new issues
such as climate change are for old
political structures. Consider the
following: the Coalition describes
its approach to tackling climate
change as ‘direct action’, which
translates roughly as support for
the regulation and government in-
tervention once primarily associ-
ated with the ALP. The ALP’s major
contribution to the climate-change
policy debate during the 2010
election was the announcement
of a ‘Citizens’ Assembly’, which
sounds reminiscent of the Greens’
historical preference for consen-

Continued on Page 14

13



Once more with feeling from Page 13

sus-based decision-making. The
Greens on the other hand, have
been pushing for the economic ra-
tionalist approach of relying on a
carbon tax and price signals.

he election has shown

just how much of a chal-

lenge new issues such

as climate change are
for old political structures.

While the politics of tackling cli-
mate change appear to be chal-
lenging for Australia’s major po-
litical parties, the economics that
underpin that challenge are quite
straightforward. Although there is
much debate within the econom-
ics profession about some of the
minor design details of an ‘optimal’
suite of emission-reduction poli-
cies, there is little debate about the
broad principles that should under-
pin a ‘good’ suite of policies. These
principles include:

1. Removing existing subsidies
that encourage the use of
greenhouse-gas-emitting fuels

2. Introducing a price on green-
house-gas emissions

3. Removing existing subsidies
to renewable energy that do
not deliver either low abate-
ment cost or identifiable do-
mestic industry development
objectives

4. Investing in public transport
and other public-good or nat-
ural-monopoly infrastructure
to ensure that consumers can
more easily respond to price
signals

5. Regulating to enhance energy

efficiency when existing mar-
ket failures reduce the abil-
ity of higher energy prices to
deliver reduced energy con-
sumption

6. Providing investors with cer-

tainty about the direction, if
not the destination, of legisla-
tive change.

Put simply, the main principle that
should underpin Australia’s re-
sponse to climate change is that
good emission-reduction policy
raises revenue for governments
and that bad policy costs money.

A price on carbon is widely re-
garded as an essential element
of an efficient response to climate
change, yet such an approach has
been described as a ‘great big tax
on everything’ by opponents. While
there is no doubt that putting a price
on greenhouse-gas emissions will
lead to an increase in the price of
energy and, to a lesser extent, the
price of other products, there is
also no doubt that if the revenue
collected from such a scheme were
to be returned to households rather
than used to compensate polluters,
individuals and families would be
financially better off.

The introduction of a simple carbon
tax of $25 a tonne has the potential
to raise $13 billion in new revenue
and improve the financial position
of an average family by more than
$1,000 a year. The $13 billion in
revenue should not be seen as a
cost that is taken out of the econ-
omy but as a redistribution of $13
billion from polluters and towards
other groups in society that are
deemed to be more deserving of
assistance.

The proceeds of a simple carbon
tax would be sufficient to pay every
adult a ‘carbon dividend’ of $700 a
year; for a family of four the divi-
dend could rise to $2,100 a year.
Such payments are far greater
than the likely increase in the cost
of electricity and other products,
which is estimated by the Com-
monwealth Treasury to be around
$18.50 a week for an average fam-

ily.

he main principle that

should underpin Aus-

tralia’s response to cli-

mate change is that
good emission-reduction pol-
icy raises revenue for govern-
ments and that bad policy costs
money.

Other options for how the revenue
from a carbon tax could be spent
include reducing the Goods and
Services Tax (GST), lowering the
company tax rate, investing in re-
newable energy and other low-
carbon infrastructure or providing
compensation to polluters. This
range of options highlights the fact
that a carbon tax is not a ‘cost’ to
the economy but a means of both
changing behaviour and redistrib-
uting money away from polluters
and towards other uses.

While the science and politics of
tackling climate change are likely to
remain challenging, the economics
of reducing greenhouse gas emis-
sions is relatively straightforward.
Introducing a carbon tax is both
economically efficient and, if the
compensation package is well de-
signed, highly equitable. §
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Institute out and about

Richard Denniss spoke at the National Population Summit in the western-Syd-
ney suburb of Casula in July. Former Opposition Leader Malcolm Turnbull par-
ticipated and Prime Minister Gillard made an impromptu appearance, which
guaranteed national press and helped push the issue of sustainable population
growth into the mainstream political debate.

The Institute joined with a number of Canberra’s environment groups to host a
Vote Climate: Politics in the Pub evening during the federal election campaign.
Lead ACT Senate candidates Kate Lundy (ALP) and Lin Hatfield Dodds (Greens)
spoke, with Gary Humphries (Liberal) sending his apologies.

Richard Denniss spoke at the ACT Walk against Warming event in August.
Politics in the Pub

The Australia Institute and Unions ACT will host Politics in the Pub on Wednesday
29 September, 5.30 pm for a 6 pm start.

Amanda Tattersall (author) and Simon Sheikh (GetUp) will discuss ‘Where now
for people power after the election?’

Charles Firth will MC.

Amanda will also launch her new book, Power in Codlition: strategies for strong
unions and social change.

The event is free and will be held in The Lounge Bar, Level 3, @ The Uni Pub, 17
London Circuit.

Institute in the news

Research Fellow David Richardson was interviewed by Today Tonight for a
program on bank profits.

Richard Denniss was part of a panel discussing the federal election on ABC 24.

Check out a number of opinion pieces by Institute researchers on the new
Climate Spectator website, http://www.climatespectator.com.au/.
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New publications

D Baker, Missing out: Unclaimed government assistance and conces-
sion benefits, Policy Brief 14, May 2010.

C Eren, R Denniss and D Richardson, Green jobs: What are they and
do we need them?, Policy Brief 15, May 2010.

R Denniss and D Richardson, Why a carbon tax is good for the hip
pocket, Policy Brief 17, August 2010.

J Fear, R Denniss and D Richardson, Money and power: the case for
better regulation in banking, Institute Paper 4, August 2010.

D Richardson and R Denniss, The regional impact of public service job
cuts, Policy Brief 18, August 2010.

R Denniss and D Richardson, Once more with feeling: Principles for
reducing greenhouse gas emissions and improving the wellbeing of
most Australians, Policy Brief 19, August 2010.

D Ingles, Running on empty? the peak oil debate, Policy Brief 16, Sep-
tember 2010.

Opinion pieces

D Richardson, ‘Why we need a Resource Super Profits Tax’, opinion
piece, Online Opinion, 15 May 2010.

D Baker, ‘Missing out’, opinion piece, Online Opinion, 8 June 2010.

R Denniss, ‘Banking on hasty growth’, opinion piece, The Age, 22 July
2010.

R Denniss, ‘For the love of profits: Australia’s skills shortage’, opinion
piece, ABC The Drum Unleashed, 9 February 2010.

R Denniss, ‘For true democracy, rules of the game must change’, opin-
ion piece, Canberra Times, 10 August 2010.

R Denniss, ‘We don’t need stronger banks, we need stronger regula-
tion’, opinion piece, Crikey, 17 August 2010.

J Fear, ‘Money and power’, opinion piece, Online Opinion, 18 August
2010.

R Denniss, ‘Major parties pay the price for lack of courage on big is-
sues’, opinion piece, The Age, 24 August 2010.

R Denniss, ‘ACT leads carbon cuts charge’, opinion piece, The Can-
berra Times, 30 August 2010.

D Ingles, ‘The dirty topic of peak oil: Get ready to reduce your reliance’,
opinion piece, Crikey, 2 September 2010.

Challenge Grant

- At the end of May 2009, The‘
oAustralla Institute launched an;
-appeal to members to assist.
°W|th meeting the terms of the:
'Challenge Grant thrown down.
‘by one of its principal support-

.ers. He promised a donatlon-
.of $50,000 if the Institute was~
.able to raise $50,000 from oth-°
.er sources.

-The Institute was extremely:
'gratlfled by the response. Our.
°members rose magnificently toe
'the challenge and by the end-
. of September, we had achleved-
.sllghtly over $50,000 in dona--
tlons and grants. "

. The Institute was so encouraged'
° by the result that we have found:
-sponsors who are willing to as-:
*sist us with another Challenge.
* Grant this year. Accordingly, you-

W||| find a letter enclosed WIth-
'thls newsletter, which will in-
< clude information about the new;
- initiative. A response similar to?
:Iast year’s would be excellent. ¢

-Many thanks to all those who:
'partlupated S0 generously Iast.
> year and we look forward to a-
< another success story in 2010.
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