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3 The challenge of globalisation

The drama being played out in rural Australian styciluring the late 20century
essentially results from the juxtaposition of twajar contrasting forces — the
strength of localism and place attachment on tleeh@amd, and the apparently
overwhelming exogenous forces set in motion byptloeess of globalisation on the
other. An essentially localist cultural, sociatigmsychologically moulded way of life
which thrives best on stability and continuity itgd against an essentially global set
of economic and technological forces that promotegasingly rapid and
fundamental change in the ground rules under whitdd communities exist. The
shape and nature of rural life in the decades moecwill depend on the way these two
forces interact.

Aims of this chapter

The present chapter attempts to provide a backdrarmthe empirical case study of
South Australia’s rural communities and househblgacing the massive impacts
of globalisation downward through the internatiomaltional and regional levels,
concentrating on its effects on agriculture andtesl industries. The nature of
globalisation in its various forms is first expldreThis is followed by an outline of
attempts to theorise it at the international leveheories relating to agriculture as a
sector in capitalist national economies and th@@nmsity of family farming systems
to survive in such systems are then outlined, ¥adid by an assessment of the way
globalisation exacerbates the unevenness of splavalopment within the national
economy — particularly in relation to Australiahélrelationship between
globalisation as a process and neo-liberalismsaguitding ideology is explored. An
outline of the specific impacts of globalisationtbie Australian agribusiness, food
processing and food retailing sectors follows, redchapter concludes with a
summary assessment of the challenge posed by gatiah to the existing social
organisation of space in rural Australia. The sfpeeiffects of globalisation, and its
interaction with localism, at the grass roots aatinouseholds and communities in
South Australia are considered in later chapters.

Definitions of globalisation

Although its roots go back much further, Scholt@9@, 44) aptly points out that it
was not until the mid-1980s thglobalisation— which he summarises as “the process
of the world becoming a single place” — becamefufar buzzword, and the term
‘global’ started to replace ‘international’ or ‘niulational’ in volume titles and
academic discourse. Alternatively summarised las tivofold process of the
particularization of the universal and the univeesgion of the particular” (Robertson
1992, cited by Jameson 1998, xi), more specifimdeains of globalisation invariably
include rapid economic and technological changscafe from national to global.

The revolution in information technology and themamic hegemony of the
capitalist system since the collapse of the Smyistem are usually seen as major
facilitating factors. The process of globalisatadso incorporates vital cultural and
social elements, while many authors also emphéséengoing tension between the
global and the local — a central theme for thisithe The inequality of power between
the local and the global means that rural sociah&gions have little option but to
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reactto exogenously generated change — “forever regqttirfiutures designed,
prepared and communicated piecemeal by governraadtsorporations”, as Pieterse
(2000, 2) puts it. For South Australian rural conmities, still heavily dependent on
primary industries, globalisation is experiencethia first instance through the
changes it has brought to the economic ground-tuidger which they operate.
Although the phenomenon is far too complex to cagpim simple definitions, the
following will suffice to indicate the forces at wo

For export-dependent Australian agriculture, thehgtion inmarketing and
productionis perhaps the most immediate concern:

Economic globalisation refers to the growing ineggendence among sovereign states
in areas such as trade, investment and communicaltiés an integration of

economic processes across political borders wieistlts in business behaviour being
oriented to world markets, rather than particulstional markets. (Parliament of the
Commonwealth of Australia, 1998, 2.4).

But even ‘economic’ globalisation encompasses nmcke than this. Further vital
elements are the extrem®bility of capital and the speed and intensity of
information flows

Economic globalization can be simply defined asaagss of rapid economic
integration between countries. It therefore emisabe increased integration of
product and factor markets, as well as the spettdwihiich this integration takes
place. Globalization has been driven by the liliation of international trade and
FDI, and by freer capital flows, and manifestslitsginly through an intensification
of activities in the following areas:

* international trade in goods and services;
e capital flows ( FD! and short-term flows);
* therole of MNEs;

¢ the reorganization of production networks on amrimational scale; and
the adoption of new technology, notably ICT. (Bsr2001, 8)

These massive changes in the nature of interaatsmimply the increasing exercise
of powerover local events by remote forces:

Globalization, simply put, denotes the expandirajes@rowing magnitude, speeding
up and deepening impact of transcontinental flomé @atterns of social interaction.
It refers to a shift or transformation in the saalldhuman organization that links
distant communities and expands the reach of poslations across the world’s
regions and continents. (Held and McGrew, 2002, 1)

Moreover, commercial globalisation is accompanadjuickly followed, by that of
innumerablesocial and culturabspects of life:

... we not only see references to the globalizatiom@ney markets, fashion, and
advertising industries, but also the globalizabdudliseases such as AIDS and the
illicit drug and pornography industries as well. From this perspective the
intensification of global time-space compressiatgh the universalising processes

L FDI: foreign direct investment; MNE: multinationemterprises; ICT: information and communication
technology.
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of the new communications technology that aggratregower of the flows of
finance and commodities means that local culturesiiably give way.
(Featherstone, 1996, 4%5).

In many ways, the late @entury witnessed the culmination of a phenomenon
already observed by Marx and Engels in the Marofe$the Communist Party in
1848. Describing the relentless search of thedemisie for expanding markets, they
wrote:

All old-established national industries have beestiyed, or are daily being
destroyed. They are dislodged by new industriése introduction becomes a life
and death question for all civilised nations, byustries that no longer work up
indigenous raw material, but raw material drawmrfrithe remotest zones; industries
whose products are consumed not only at homenlaitary quarter of the globe. In
place of the old wants satisfied by the productbthat country, we find new wants
requiring for their satisfaction the products dftdnt lands and climes. In place of
the old local seclusion and self-sufficiency, wedmtercourse in every direction,
universal interdependence of nations. (Marx, K Bndels, F., 1848cited in
translation by Freedman, 1961, 14-15)

Antecedents of globalisation

At least throughout white Australia’s history, rucammunities have never been self-
sufficient masters of their own destiny, but haeer subject to ‘ground rules’ or
regulation regimes, exogenously imposed at varsgages — British imperial edicts,
colonial government, State and Commonwealth. Mifahe literature on
globalisation interprets the phenomenon as a weagerf the nation state at the
hands of international — particularly Western —itadist institutions and multinational
corporations. Since my concern in this thests isvestigate the impact of the
struggle between the global and the local on orglinaral communities, a brief
consideration of thpre-globalisationground rules affecting these communities is
required, to appreciate the impact of the morentecleanges.

The nation state

In an excellent brief overview, Held and McGrew@2premind us of the recency of
origin of the concept of nation state as a worldmautlining the process of creation
of an international society of nation states beigignvith the Treaty of Westphalia in
1648 at the end of the Thirty Years War (thoughwitiial nation-states existed much
earlier). Citing Crawford and Marks (1998), HeltlaMcGrew note that by the late
18" and early 19 centuries, an international order had arisen finly territorial
sovereignty, the formal equality of States, nomfiméntion in the internal affairs of
other recognised States, and State consent asuthddtion stone of international
legal agreement. The system became truly glolmatlamnumber of independent
sovereign States reached its maximum (over 198 dend of the 20century,

21t should be noted that Featherstone does nopattis simplistic notion of inevitable conquest of
local by global culture.

% Manifest des Kommunistischen Partei appeared anongly in 1848. This citation is taken from the
authorised English translation, edited and anndtayeFreidrich Engels, translated by Samuel Moore,
1932. ltis part of a passage included by Freedméais book of excerpts of the writings of Marx on
economics.
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following the collapse of first European, then Ssavempires, together with the surge
of nationalist movements in multi-ethnic Statess they put it,

States in many place have increasingly claimed mopoly of the legitimate use of
force and judicial regulation, established permandlitary forces as a symbol of
statehood as well as a means of ensuring natienatisy, consolidated tax-raising
and redistributive mechanisms, established natid@wommunication
infrastructures, sought to systematise a nationaffwial language, raised literacy
levels and created a national schooling systenmpigated a national identity, and
built up a diverse array of national political, aomic and cultural institutions. (Held
and McGrew 2002, 12-13)

Very important aspects of these national instifgjadiscussed in more detail below,
included the control of the national currency asditernal exchange rate, the
provision of tariff barriers to protect local indoswithin the domestic market, and
the regulation of labour markets and wage levelswever, just as the rise of the
steamship overlapped and overtook the perfectidgheogailing vessel, so the
maximum expansion of the system of more or ledsceeltained national economies
linked by international agreements was overlappetcvertaken by the phenomenon
of globalisation.

In freeing the global economy from some of theregsts imposed by national
frontiers, however, liberty has certainly not beecompanied by equality and
fraternity. Of the four traditional factors of ghaction, two —capital and
entrepreneurship eananagement have greatly increased their mobility. On tkieeo
handland, of course, remains immobile, while the internadlonovement ofabour
(though greatly increased) remains much more se¢eand restricted through
immigration controls. This disparity alone in aetgulated capitalist world would
ensure a massive restructuring (reflected in teg/‘mternational division of labour’)
as capital and entrepreneurship move to third-wloddtions with real estate
unfettered by strict environmental controls, codpiath large, docile and low-cost
labour pools. But within the developing worldnaltitude of factors, such as
variations in political stability and perceived ggty, ensures massive unevenness of
these flows as between competing nations. For mamnyy decolonised territories,
the expected benefits of independent statehood feavained illusory (Myoshi,
1996).

Triggers of globalisation

Although the transition from a mosaic of nationesaowards a single global
economy is hard to tie down to particular datesvants, some particular triggering
events/processes require mention. Three key iatiemal organisations that arose in
the process of economic reconstruction after Wtk 1l formed the early
instruments of a global economy — the World Bahk, International Monetary Fund
(IMF), and the General Agreement on Tariffs andd€réGATT) (Myoshi, 1996). In
the first place, the successive rounds of (GAT §rdssions paved the way for
reductions in protectionism and the massive expansi world trade. The number of
participant states rose sharply in the 1960s frash 26 in the Dillon round to 62 in
the Kennedy round, and rose further to 102 andid 23 Tokyo and Uruguay
Rounds respectively. At the same time, the scopeecagreements — originally
concerned just with tariff reduction — expandeattack many other restrictions to
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world trade, including non-tariff rules and redfinos. From its earlier focus on
commodity trade, it also widened to include sersjgstellectual property and
agriculture. (Parliament of the Commonwealth of thalga, 1998). An important
outcome of the protracted (1986-94) Uruguay Rouad the formation of the World
Trade Organisation (WTO), which for the first tipvided a basis in international
law for the enforcement of its decisions, bindimgnoember states, and overruling
national decisions deemed to contravene the tefrtiee@greement on protectionism
and the free flow of trade. It also formed a fofrsgrowing left-wing opposition to
globalisation, as seen at the WTO Seattle confer@Retallack, 2000).

A further key event was the collapse of the postsyatem of fixed currency
exchange rates enshrined in the 1944 Bretton Wagdsement, by which the United
States dollar, backed by US gold reserves, becheerndisputed world hard
currency; the United States agreed to convert t8® hbldings of other countries to
gold at a fixed rate. Exchange rates of otherenwgies were fixed in relation to the
dollar, and hence to each other; changes in exehaatgs were made by national
governments as devaluations or revaluations, ralttaer by speculative market forces.
The relative stability of exchange rates allowetiamastates a degree of freedom to
regulate their economies. A summary of the coagfshis system and its effects on
Australia is provided by Fagan and Webber (19%)ring the 1960s the United
States balance of payments went into deficit, caugito regulate capital outflow
from the country. At the same time an alternagigel of funds built up in the form
of dollar reserves held abroad, notably ‘Eurodslldrom which trans-national
corporations wishing to invest offshore could draw.1971 the United States
abandoned the Bretton Woods agreement, and mamyrigsusubsequently allowed
currencies to ‘float’ according to market valuatitimereby greatly encouraging short
term speculative movements of capital. The Eudadplool continued to grow,
allowing easy global circulation of capital. (Fagand Webber 1994, 18-20).

As long as the ‘Second World’ of Eastern Bloc stated the associated ‘Cold War’
remained as an alternative economic system, fabajlsation as defined earlier could
clearly not exist. Although the collapse of the/i8b“empire” introduced a whole
series of new complexities, and did not necessarégn a simple integration of the
world economy under the Western powers (Dalby, 18a8ker, 1996), nevertheless
important checks and balances to the advance dbtam were removed. As Parker
(1996, 76) put it, “With the end of the Cold Warg¥¥ern civilisation has in many
ways achieved a global reach similar to that oflétet and Roman civilisation over
theoikumenan the second century AD, when the Roman empaehed its

maximum territorial extent.”

To these three key reductions in the barriersadeirand exchange, Gray and
Lawrence (2001, 27) add three more. First is the of large corporations as a
dominant form of economic enterprise in countrietsime of the United States
(where they by far pre-dated globalisation); theaat of this development on
Australia is well summarised by Fagan and Webb@94163-70). On the world
scale, Held and McGrew (2002, 43) show that by 1888d offices of 321 of the
world’s 500 largest multinational enterprises wexated outside of the United
States. Second is the opening up of new markékspaiitical/military elites or
guasi-democratic governments in states emergimg the collapse of former colonial
empires. Pronk (2000) argues that the integraifadhese emerging economies is
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occurring under rules set by the G7 aimed at seguheir macroeconomic
fundamentals rather than internal social equadity likely to bring most benefit to
the providers of finance and capital. He obsetlias“within the framework of the
IMF and the WTO, developing countries are bullietbithe open, integrated global
economy”. Third and perhaps most important onigteof Gray and Lawrence is the
extension of the microelectronics revolution nolydo the circulation aspects of
capitalist accumulation, but to production andribsttion as well.

Limitations of globalisation

It is important to note that globalisation as d,reeesistible and inevitable process is
very much a contested concept. An excellent rewttlie range of positions held by
researchers (Held 2000), posits a spectrum betaesptance of a single fully
integrated global economy on the one hand, andril\wsbll essentially consisting of
totally independent and sovereign nation statethemther. The ‘globalist’
perspective approaches the former extreme, ther-mdtionalist’ the latter, with the
‘transformationalists’ in an intermediate positioBlsewhere Held and McGrew
(2002) simplify the dispute as between ‘globalistsd ‘sceptics’. For Held and
McGrew (2002, pp. 3-8), sceptics are held to sebaijisation as more or less a
synonym for Westernisation, or as a ‘necessary nlyt helps national governments
to discipline their people into accepting new ecaitoground-rules. Thus it helps to
justify the neo-liberal project of creating a fieerld market in which the dominant
position of Western capitalism can be consolidaged, serves the pathological
expansionist need of capitalism to maintain profit.

Globalists however see the phenomenon as morehigmeflecting a change in
scale of economic organisation which is creatimga geography at the local,
regional and national scales as well as globakyTold that fundamental changes
are taking place in three key areas: socio-econongignisation; the territorial
principle; and power. As to territory, the forntbrect correspondence between
society economy and polity within an exclusive @odnded national territory is
being challenged by globalisation. As to poweobglisation refers to the changing
scale at which it is organised and exercised.ngidliameson (1991), Held and
McGrew (2002., p.8) write: “... under conditions @itemporary globalization the
truth of power no longer resides in the localewlImich it is immediately
experienced.” This certainly puts the situatioostralian rural families and
communities in a nutshell. However, the evidemckd presented here suggests that
this power imbalance is a well entrenched featfireral life, not caused but merely
exacerbated by globalisation. And as Rapley (2@ points out, although the
powers of the nation-state have been reducedyitsterm survival as an institution
is no longer a matter of doubt and debate in thiiqad literature. Thus the details of
the globalist/sceptic debate need not detain us. her

I ncor poration of the farm sector into the world capitalist economy

This thesis is primarily concerned not with thebgltisation procesger sebut with

its effects of on Australian rural communities dadn families. In understanding the
mechanisms bringing the impact of these global geamlown to the local level, a
brief review is needed of the development of thgomtheories linking farm
producers to the global capitalist system, anck#éyemechanisms involved in forging
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that link. The first concerns the extent to whaommercial family farms are capable
of resisting incorporation (‘subsumption’) into tbeerall capitalist system by virtue
of their special characteristics and residual sirties to peasant family farming.
This literature is particularly relevant here, tasesonates with some of the
mechanisms that create or reinforce localism, tdiseussed in the next chapter.

Simple commodity producers and subsumption

Despite the existence of large-scale enterpris@aigtralian farming almost from the
outset of white settlement, the great majorityasfri holdings remain family-owned
enterprises employing relatively little non-famigbour. Such enterprises share
many capitalist traits, but also have some chariatitss common in peasant family
farms. As “simple commodity producers” they foanspecial case, neither capitalist
nor peasant, but subject to varying degrees ofuisupson into the normal capitalist
system. In countries where subsistence agricufiteedated capitalism by many
centuries — or even millennia in some cases —¢lasantry formed the numerically
predominant social class, deeply rooted in theawil inescapably localist in its
economic and social existence. In his analysti®transformation of the feudal
world by the bourgeoisie through capitalism, Ka observed that

The bourgeoisie has subjected the country to tleeofithe towns. It has created
enormous cities, has greatly increased the urbpualgtion as compared with the

rural, and has thus rescued a considerable p#regfopulation from the idiocy of
rural life. Just as it has made the country depehdn the towns, so it has made
barbarian and semi-barbarian countries dependethieocivilised ones, nations of
peasants on nations of bourgeois, the East on gs.\WMarx, K and Engels, F.,

1848, cited in translation by Freedman, 1961, 15)

The above citation reveals much of Marx’s attittmléhe peasantry, which he
regarded as conservative and reactionary, andeasfdhe classes “destined to decay
and disappear in the face of modern industry” (&inegn 1961, 21). Engels in his
preface to ‘The Peasant War in Germany’ considesthe ‘bigger peasants’ already
belong to the bourgeoisie, and the smaller peasentibvided into feudal peasants
still owing labour duties to their lord, tenantrfaars oppressed by rack-rents, or
smallholders —mostly heavily mortgaged and at tieecghof usurers. All of these,
and particularly the landless labourers, could ekpalvation only from the working
class, and were expected to be absorbed into thetpriat. (Engels, 1870, reprinted
1968, 243-244). However, the peasantry did notwmbd to modern industry with the
speed apparently expected by Marx and Engels,tapeisistence attracted the
attention of other writers.

Notable among these was A.V. Chaianov (alternatispklt as Chayanov). Based on
his extensive understanding of Russian peasanglif@ in opposition to Lenin and
Kautsky as well as Marx, Chayanov argued that pedaaily farms (by which he
meant farms ruentirely by family labour) operated on a quite differergitofrom a
capitalist business enterprise (Shanin, 1966). cHp#alist concept of production for

* Manifest des Kommunistischen Pa@gpeared anonymously in 1848. This citationketarom the
authorised English translation, edited and anndtayeFreidrich Engels, translated by Samuel Moore,
1932. Itis part of a passage included by Freedib@é1) in his book of excerpts of the writings of
Marx on economics.
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some minimum profit did not apply to a family unihich paid no wages, but
operated on a basis of the production of a livimgtiie family as a whole, at a level
which depended on the family’s assessment of thegsary balance between desired
consumption and the amount of work (or ‘drudgergquired to achieve it. Thorner
(1966) in his concise outline of Chayanov’s argutneams up his view of the
persistence and durability of peasant family fagrimthese words:

the basic characteristics of the peasant famédgonomic behaviour fundamentally
differed from those of capitalist farm owners ie fhrice they were prepared to pay
for buying land, interest they were willing to payborrowing capital, rent they
would pay for leasing in land, price at which theguld sell the produce, etc. In
conditions where capitalist farms would go bankrppiasant families could work
longer hours, sell at lower prices, obtain no nmeplsis, and yet manage to carry on
with their farming, year after year. For thesespees, Chayanov concluded that the
competitive power of peasant family farms was mgi&ater than had been foreseen
in the writings of Marx, Kautsky, Lenin and theircgessors. (Thorner, 1966, xviii).

The economic behaviour of Russian peasants ing@@slmay seem a far remove
from the situation of Australian family farmerstime 1980s and 1990s. However,
after an initial pastoral occupation of an essdgtcapitalist nature, the Australian
tradition of closer land settlement by owner-oceupibased dominantly on family
labour proved to inherit — albeit indirectly — soofdhe characteristics of peasant
family farms. Like them, it did not fit the standacapitalist model, and has exhibited
an extraordinary degree of stubborn persistencetire early 2% Century.

With insignificant exceptions, Australian farminkjgped the subsistence stage and
was oriented towards cash sales of produce, @rst focal urban or goldfields-based
population, and increasingly for export. Smallledarming aimed at producing a
surplus for cash sale was termed ‘petty commodibgpction’ by Marx in the second
volume of ‘Capital’ and was expected to be quiakly-competed by large scale
commercial (capitalist) farming (Goodman and Rdéjdin85, 232-233). Slightly
renamed;simple commodity productiorfUnited States, Canadian or Australian
family farming producing large export surpluses bardly be termed ‘petty’) was
subjected to a classical analysis of wheat farroerhie American Great Plains by
Harriet Friedmann (1978; 1986). As with capitadisterprises, simple commodity
production depends entirely on a market for cassa its products for purchase of
consumption goods — subsistence production iselead insignificant. It differs from
ordinary capitalist business in that it is, at and the same time, a commercial
enterprise and a household in which the family’sidabour supply must necessarily
vary through the stages of the life cycle. Takimg nuclear family as typical, and
with farms requiring more than a single man-yedabbur, Friedmann shows how
for at least the first fourteen years after a ceupkes over a farm, the labour deficit
needs to be made up by off-farm wage labour, thigggecting with the capitalist
labour market. Part of the deficit is madewifhin the simple commodity production
system, for example through co-operative arrangésreerd the employment of sons
from other farm families at a later stage in tlie tiycle; however, a significant input
from the ordinary labour market is still needed.

The nub of Friedmann’s argument is that the reprtdn of simple commodity
production, and thus its continuity over time, && anly compatible with the capitalist
system, but actually depends on the presence afga Vabour market as a necessary
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(though not sufficient) condition for survival. (Edmann 1978, 95-97). To simplify
her thesis, Friedmann (1978, 96) assumes thaathetiousehold “cannot adjust land
and the other means of production to changes ifyame”. As will appear in later
chapters, however, the extreme pressure on Awstridrm households in the late
1980s and 1990s arose from their trying to dothust, and the intersection of simple
commodity production with the capitalisind and capitainarkets was a more critical
factor than intersection with the labour markebnH the less, Friedmann'’s clear
demonstration that the labour input by childreresfically sons) of family farmers is
not a mere commaodity, and that even the boughtagenabour has special
characteristics, remains a major bastion of rest&tdoy Australian family farmers to
the challenges of globalisation.

An important challenge to Friedmann’s thesis ofdbeability of simple commodity
production was made by Goodman and Redclift (198B% suggest that

The danger is one of conferring on simple commagiitduction the status of a
theoretical concept, whereas it is an historicedigtingent phenomenon, which
consequently can be expected to undergo significansformation and variation in
the course of capitalist development. (GoodmanRexclift 1985, 238)

They allow for the emergence of transitional foreusg suggest that the process of
subsumptiorof simple commodity production into the standaagitalist system is
hindered and slowed by “organic nature, land arteap— i.e. the fact that farming is
conducted on land of infinite variation in soiljnall, exposure, slope, etc., using a
huge variety of species, requiring an infinite eyiof methods and skills not
immediately amenable to standard capitalist laggdesmechanised production using
a proletarian labour force. Moreover, they pomit (1985, 242-244) that family
farming in the late 28 century has been bolstered by a better capaciyganise
itself, and by exploiting its strongly positive megical image.

In describing the processes by which earlier foofmsroduction such as peasant
agriculture are subsumed into the capitalist sysMarx distinguishes between two
forms of subsumption. As explained by GoodmanRedclift (1985, 239) in

relation to the labour process, the early stagélseofransition to capitalism leave the
apparent form of production intact while still appriating the surplus value of
production arising from paid labour on farms. Riststage, there is relatively little
difference between the work done by the farm ovasea proto-capitalist, and the
paid labour he is compelled to employ at certaageas of the life cycle. Later, the
process of subsumption moves to a situation wherelitvision of labour and the
scale of production is such that a clear distimcgémerges between the capital owner
and the sellers of wage labour. Labour is thearblfeeommodified and its surplus
value appropriated. These stages are describéatasl’ and ‘real’ subsumption
respectively.

In what follows | shall replace these rather unchead confusing terms with the
alternatives ‘indirect’ and ‘direct’ subsumptioeferring to the intersection of the
capitalist land and capital, as well as labour,kets with simple commodity
production. Direct subsumption involves the fuhamodification of the factors of
production and the conduct of the enterprise ouaralp profit-making basis. It may
occur through the sale of the farm to a capitalggtbusiness firm, or the expansion of
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a family farm business to a scale where it is p@endly dependent on non-family
hired labour. Indirect subsumption occurs whenféne family retains nominal
ownership of the farm, continues to live and wonkitp but can no longer do so
without reliance on the capital and labour markietshnological inputs produced off-
farm, and outside expertise for the performanamary formerly endogenously
provided services — e.g. artificial inseminatio aher vetinary services, weed
spraying and control. Thus various capital fratsiextract surplus value from the
simple commodity producer without the necessitgwhing the land.

The exchange between Friedmann (1978, 1986) andr@amo and Redclift (1985)
exemplified the debate between scholars who exgeatteple commodity production
to survive within the capitalist system into theefseeable future, and those who
considered it a temporary, historically contingehase leading to eventual full
subsumption. Contributions include those of Faed| Barton and Thomas (1981)
and Goodman, Sorj and Wilkinson (1987). A furtiebate between Mann and
Dickinson (1978, 1987) and Mooney (1982, 1983)tesldo the extent to which
factors other than Marxian labour relations coniigbto the resistance or otherwise of
simple commodity production to subsumption. Th&ieof this debate are not
directly relevant here: what is certain is thatly mid 1980s (and long before) there
was no black/white dichotomy between simple comityqalioduction and capitalist
agriculture, but a continuum with many shades efygrWell before the onset of rapid
globalisation, the family farming system was subjea degree of penetration by
capitalism’s ideology, market forces and commodiiien of the factors of production
that varied greatly both by farm type, by regiod &etween individual enterprises.
Globalisation merely intensified the pressure. d&lguthough, the struggle of farm
families in many Western countries to maintaintheid on their land through the
farm crisis years of the mid 1980s to mid 1990s$eatness to the limitations of that
penetration and the degree of resistance to it.

A most useful methodology for measuring the degfgeenetration has been devised
by Whatmore et al. (1987a) which provided concdpneasures of the degree of
subsumption in the form of a 4 x 4 matrix with iredit subsumption, or the external
relations of the farm, on the Y axis; and diredisumption, or the internal relations
of the farm, on the X-axis, with a suggested metbioalssessing or scoring the
location on each axis (Figure 3.1). The authoes thhent on to demonstrate the
usefulness of their approach in an empirical stfdpur contrasting farming districts
in southern England. (Whatmore et al., 1987b)e applicability of this approach in
Australia has been illustrated by Argent in hisngiering study of Kangaroo Island,
S.A. (Argent, 1997, 302-305). If subsumption isrsas a one-way process acting
through time, farms should move upwards and taitjie along the diagonal of the
matrix, along which Whatmore et al. postulate acession of ‘ideal types’ ranging
from the pre-subsumption original (‘marginal closedt’) to the typical capitalist
enterprise (‘subsumed unit’) at the top right. @mgs 34 studied farms, however,
remained in the bottom left quadrant of the matinoughout the crisis period from
1984 to 1993, with little noticeable change in thestering pattern.
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Fig. 3.1 Igleal types, and ordinal scaling system, to express the degree of (x)
direct and (y) indirect subsumption of family farmsinto capitalist
forms of production.

Internal Relations External Relations
FARM LAND BUSINESS LABOUR SCORE CREDIT TECHNOLOGY | MARKET- | Sco
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Regulation theory and globalisation

Whereas subsumption/resistance theorists examgniatirsection between the
capitalist system and the agrarian world at thellef the farm businessggulation
theoryis concerned with changes in the ground rules uwtiech family farms must
operate within the capitalist system. In the Marplitical economy tradition, it
attempts a theorisation — some would gt hocationalisation — of the way the
capitalist system, despite its inherent contradindj has perpetuated itself through
adjustments to major crises. Regulation theoryireg brief attention here because
the most recent postulated major crisis is consisgand coincides time-wise, with the
onset of serious globalisation. Its insights anc¢hsis and collapse of the existing
capitalist regime in the mid 1970s provide a usbadkdrop to an understanding of
the global-local opposition which is the heartlutthesis.

A selective examination of the voluminous literatwill suffice for a basic outline.

A summary of regulation theory’s key concepts, arsthematic conceptualisation of
change over time, is provided by Tickell and Pek30@; 191-195) as part of their
review and critique. To paraphrase their sumnthigy concept of aegime of
accumulationin the capitalist world system is fundamentalggulation theory. This
is understood as a substantial period of time wech the capitalist search for profit
is carried out in a more or less stable and prabietsocio-economic and political
environment. During such a period, a degree ahbay is arrived at between the
accumulation systemnd themode of social regulationCiting Lipietz (1998, 31)
Tickell and Peck (1992, 192) define an accumulasigstem as

A way of dividing and systematically reallocatifgtsocial product. Over an
extended period of time there is a certain convergdetween the transformations of
production (amount of capital invested, distribntamong the branches, norms of
production) and transformations in the conditiohBr@l consumption (habits of
consumption of wage earners and other social graatiective expenditures ...)

Thus for a period of time there is thus a very draeacommodation between trends in
the production and the consumption processes rigplgcallowing the various
fractions of capital to accumulate surplus value.

Such a process, though, is facilitated by and rtilependent on the existence of a
compatible mode of social regulation (MSR) whicblirdes state action and
legislature, social institutions, behavioural noransl habits, and political practices,
together forming the institutional and normativanfrework within which capitalist
enterprises operate. Citing Jessop (1990, 15&Kelliand Peck (1992, 192) specify
one of the four main characteristics of regulativeory as a concern with

... the changing forms and mechanisms (institutioesyorks, procedures, modes of
calculation, and norms) in and through which thgaexied reproduction of capital as
a social relation is secured. ... this expanded sogmmoduction is always presented

as partial, temporary and unstable.

Where the MSR and the accumulation system ardahike degree of harmony over
an extended period of time, a recognisable regihaeaimulation may develop.
Such a regime, however, is always in danger otigissn by crises, great and small.
A structural crisis arises when the existing MSBvess incapable of dealing with
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changes in the accumulation system, or the potesftthe accumulation system is
exhausted given the prevailing MSR. The crisis ihaayfor up to several decades,
until a new accommodation develops between an engeagcumulation system and
MSR to produce a new regime of accumulation. Getety, Tickell and Peck (1992,
194) summarise the regimes and crises of the pastiry as follows (Table 3.1):

Table3.1 Main phases of regulation and accumulation in the 20™. Century

To 1914 1918-39 1945-73 1974-present

Accumulation | Extensive Emerging Intensive Emerging

System intensive (Fordist) flexible (or
regime protracted

Crisis?)

Mode of social| Competitive Crisis of Monopolistic | Crisis of

regulation competitive (Fordist- monopolistic
Keynesian)

Source: Tickell and Peck, 1992, p. 194.

Thus far the paraphrase of Tickell and Peck’s summ&he emerging forces of
globalisation in the mid 1970s are seen as coingidiith the rapid erosion of the
‘Fordist’ ground rules within which family farmingnd rural communities in general,
had operated since 1945. Sketching this Fordigie, and criticising the adverse
environmental impacts of the farming systems psadtiunder it, Lawrence and
Vanclay (1994, 91) say

Fordism has been associated with a system of nmmadsqtion based on the
development and sale of standardised commoditiaadiferentiated national
markets. Motor vehicles, petroleum and electroniese the key elements of a
system that fostered productivity increases in &gy as well as providing a social
democratic system of regulation that ensured wigagpconsumption of mass-
produced items. Full employment was a social gb#te trade union movement — a
powerful agent in the Fordist regime and respoedilnl shaping the welfare state ...
Rising wage levels, which occurred in tandem witbdpictivity increases, mitigated
tendencies towards under-consumption and fallidjtsr

The Fordist regime of accumulation thus incorpadbe whole hegemonic capitalist
economy, as well as quasi-separate subsystemsdswssmple commodity
production) embedded within it. It incorporatesi@gture through the standardised,
relatively undifferentiated nature of demand famigroducts, the mass-produced
nature of most purchased farm inputs, and abowbealyround rules for production
established under the prevailing mode of socialleggpn. A succinct summary of
the specifically Australian variant of pre-1984 Kegian Fordism is provided by
O’Neill and Argent (2005, 2-3).

At the international level, the Fordist regime e {post-war period up to the mid
1970s has been associated with the so-called ‘ddioma regime’ regulating world
trade in foodstuffs (Friedmann and McMichael, 1989 Heron, 1993). Later
Friedmann (1994, 258 ff.) identified three giantaw®f interaction within this food
regime: the wheat, durable food, and livestock demgs respectively. Within each
web were countless State and private organisabionsd up in production and
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consumption relations linking farmers, consumexs @mmunities. By the 1990s,
these three complexes were merging, losing disbin&nd changing form
(Friedmann 1994, 271). McMichael (1994), taking grgument further, identifies
each of them with particular, and contradictoryyie of political economy: the wheat
complex with the era of national regulation; theadle food complex with agro-
industrial food processingfostered initially under national regulation, beicbming
transnational; and the livestock complex, whichr@spnts the globalising era. He
argues that on a world scale, national and loagl/tvestock systems are becoming
subordinated to the global requirements of the ahprotein industry, with former
staple foods being redirected as export cropshigtobal feedstuffs industry
McMichael (1994, 281). Also on this theme, Teuld&l93) argues that post-war food
aid from the United States to third-world countrgeentually created an export
market there, particularly for wheat (a relativelpensive food grain, on which third-
world consumers became “hooked”). As aid becaadetrthe third-world domestic
markets for traditional peasant food productionenerther undermined.

In a similar vein, Munton (1992, 28) argues thatwni its ever-expanding set of
external industrial relations, “agriculture no lemngupplies commaodities to the food
market as much as it meets the demand for raw rakstéaid down by the food
industry.” The increasingly sophisticated techgglof rapid transport, preservation
techniques and preliminary processing is greatiycang the importance of local
marketing of perishable as well as durable produchsder these conditions,
transnational companies in the agro-food complereimsingly operate global
sourcing policies for farm products, to meet a deanf@r mass produced food
products which is both complex and diversified, gatistandardised by brand and
quality (Munton 1992, 31). This trend has beernstified by the increasing
concentration of buying power and the emergenagigdpoly within the food
retailing sector in Western countries including tkalka. More recently, the case for
the regulationist approach to understanding the emmmomic geography under
globalised conditions has been elaborated by, ali@r Gordon McLeod (2001), who
argues for its differentiation by scale and regibneturn later to examples of how
this impacts on rural households and communities.

Summarising, regulation theory is essentially anmapproach better adapted to aid
understanding of the nature of past regulatiom (@tional or global scale) than to
predict that which is to come. As Tickell and P€t892) pointed out, while there is
general agreement on the nature of the Fordistnegine timing and manner of its
demise, and the emergence of a new economic gdogridgere is very little
agreement on the extent to which the post-Fordisischas run its course, on the
nature of the putative emerging regime of ‘flexiatzumulation’ that may replace it,
or on any associated new quasi-stable mode oflgegalation that might
accompany such a regime.

Circuits of capital and globalisation

A further aspect of the globalisation literaturgueing attention, since it focuses on
understanding the links between the national aodajlscales of capitalist
accumulation, is the development by Fagan and lrerHef the Marxian notion of
circuits of capital. Marx in hiheories of Surplus Valyeeproduced in translation in
Freedman 1961, 192-4) explains how crises in dagitaarise in the process of



a7

accumulation, as capital changes its form from coulitres (C) to money (M) and
back to commodities, with failures in the many sactions that accompany this
circuit giving rise to crises.

First let us examine money in theocess of reproductioaf capital. Commodity
capital must pass through the process C-M-C, thtamm@phosis of capital. Crises
may arise here owing to the separation of purchadesale. The first metamorphosis
consists of turning capital into money; the secandjing money into capital. Some
capitals are in the process of turning themselvesmoney, while others are turning
themselves from money into capitals. This ‘mutt@ifluence and intertwining’ of
the production process is necessitated by theidivisf labour, and is also to some
extent accidental. Thus the exchange economyrdaiging the means of exchange
and permitting a complex division of labour, pragdhe possibility under which
crises may develop. (Marx in Freedman 1961, 193)

The possibility of crises arising is greatly enheshegvhen the circuit of capital extends
widely beyond the farm and local sales typical eigant economies, and even
beyond the control of the regional and nationateSitato global money markets. In a
system of commercial farming (including simple coathty production) based
primarily on export markets, this constant cycletigh which capital is produced
(production of commodities), realised (through s&Hleommodities) and reproduced
(re-investment) can hardly be contained entirefyiwinational boundaries, though
with a ‘single-desk’ monopoly system of nationalrkeding boards, rigid controls
over lending by foreign financial institutions, arejulated currency exchange rates
the circuit of capital may be essentially natioaslfar as the farmer is concerned. In
their work on the changing geography of capitastumulation Britton, Le Heron
and Pawson (1992), Le Heron (1993) and Fagan artteken (1994) have used a
classification of the circuits of capital to buddnodel of globalisation linking
regulation theory’s regimes of accumulation with thcreasing internationalisation
of circuits of capital. This model is highly rebaut to the cases of New Zealand and
Australia, and specifically to the present studalle 3.2)

The model classifies the capital circulating in @imugh a nation state into four
different fractions, with the mix between them galy influenced by the prevailing
mode of regulation, and moving over time in thesclilon of greater dominance of the
global fraction. The National fraction includesea where production occurs within
the nation, dominantly using domestically souragalis, selling the products in the
national market, and relying on local capital segrfor re-investment. The
investment-constrained fraction includes firms viahiely on capital sources within
the national economy for production and reinvestiaut in which realisation occurs
through international trade. Inversely, the maxatstrained fractions include
foreign-owned and transnational firms which relyowerseas capital for production
and investment, but on the local market for retibsa During the protectionist era,
this fraction was an important source of foreigredi investment as major
corporations sought to capture local markets wawigding tariff barriers — the
Australian motor industry being a type examplenglwith farm machinery
manufacturing. Finally the global fraction is exgified by the increasing number of
transnational corporations whose entire web oftahpircuits is dominated by
offshore linkages, in many cases involving intetnahsactions between diverse
locations within the global corporation but outsille host nation.
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Table 3.2: Change over timein the dominant circuits of capital.

Regimes of Internationalisation of circuits of capital Nation-State
accumulation

Production | Realisation | Reproduction Fractions

Extensive N
(1870s-1910s) I-C
Restructuring N
crisis I-C

(1920s-1930s)

Intensive N
(Fordist) I-C
(1940s-1970s) M-C
(G)
Restructuring N
crisis (I-©)
(1980s-1990s) (M-C)
G
Integrated or N
flexible (I-©)
(M-C)
G

Shaded cells indicates elements of circuits oftehpihere internationalisation is
most dominant, in each accumulation regime. Bope tyndicates major importance.
N = National capital fraction
I-C = Investment-constrained capital fraction
M-C = Market-constrained capital fraction.
G = Global capital fraction

Source: Le Heron, 1993, p. 19.

The depicted transition towards full integratiortwglobal capital in the post-Fordist
era does not imply the total demise of the othaetions, but does imply a rather
radical change in the balance, to some extentanftad by the regulation regime in
the individual nation state. Thus by deliberatghgning up the Australian economy
to international capital in the early 1980s, thevde-Keating governments exercised
a massive impetus to restructuring which affectgitalture not only directly (e.g.
through the supply of credit for production androgjuction), but also indirectly (e.g.
in facilitating foreign direct investment in foodgeessing industries, forcing radical
restructuring on farm enterprises supplying ingatthese industries). This model,
while essentially a descriptive, non-predictivéempretation of empirically observed
events, is a very useful conceptualisation of tiersection of globalisation with the
agricultural system on which rural communities laased. As mentioned earlier, it is
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in its intersection with the capitalist financigistem rather than with its labour
market that the dominant pressure on simple commypddduction has come.

As we shall see in Chapter 6, for South Australéamers it was their involvement in
the circuit of reproduction (capitab reinvestment> expanded producties capital
accumulation) that got many family farms into trteuim the middle 1980s. Large
loans were made to gain scale economies and seéneufgture of the enterprise. On
top of this, once in difficulties, their relianca the financial institutions for short-
term capital advances in the annual circuit of padn (money-» productionr—
commodities> money) was an extra hazard leading to entrendred debt. It has
been shown elsewhere (Smailes, 1996) that in tihe Egninsula there was no
relationship at all between the level of debt aaminfsize or farmer age; it was not a
guestion of market forces weeding out small prodciice

The conceptualisation of regulation theory andusiscof capital are clearly macro-
scale, with limited direct applications to part@ulocalities. However, an example of
a case study “theoretically informed” by regulattbeory is provided by Goodwin,
Cloke and Milbourne (1995) in their study of foetexcted localities in rural Wales.
They show that although the move from a Fordist tiexible regime of accumulation
has enormous consequences for rural communitiesyaly the regulation works out
in practice is subject to a myriad of contingemipredictable circumstances,
depending partly on the holding of social, politiaad cultural power; thus “rural
change becomes part of a whole series of sociatigtcucted and contested
processes” (Cloke and Milbourne 1995, 1250). Erdbddn this contest is the
struggle between the local and the global, to besicered in later chapters of this
work. Clearly, in this struggle the workings oétmode of social regulation are
particularly complex where the functions of thetStare exercised at multiple levels
in strongly Federal or multi-tiered Local Governrhsystems, and the outcomes are
likely to be highly uneven spatially.

Globalisation and Neo-Liberalism

The process of globalisation in the post-Fordiathteas been underpinned by the
widespread adoption of a pervasive set of beliet®mpassed in the term “neo-
liberalism” — earlier more commonly called “econamationalism” — which
emphasise and seek to facilitate the working ofketaiorces and to minimise
restrictions and barriers to the free working @& forces, both between and within
nations. This extends to reduced national regaiatf the relationship between
labour and capital, to the removal of tariff andestbarriers to the free flow of goods
and capital, dismantling or weakening of the Keyaresvelfare state, lowering of
subsidies to specific economic sectors or regionthe conviction that Adam Smith’s
“invisible hand” of the market will in the end prace the most efficient, hence most
beneficial, outcome. Argy (2001) suggests thatevboth the Australian Labor
governments of the1980s and the Coalition in tH#3%Jollowed neo-liberal policies,
the reforms of the 1980s sought to expand the maticake without seeking to change
Australian norms and values relating to the distidn of the surplus through society;
but that the 1990s saw the rise of a more unreslaneo-liberalism through the
increasing dominance of the “dry” or small govermtA@inimal intervention faction
within the Coalition parties.
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In a perceptive study Rapley (2004) differentidiesveen the concepts of
globalisation, which he sees as a descriptor a@naition, and neo-liberalism, seen as
the driving force producing the condition, streregiimg the globalising fractions of
capital and eroding the mechanisms which have giedehe more vulnerable classes
of society. For Rapley, the nation-state andnissiutions form a framework within
which different regimes may come and go withoutaaitly altering the framework;
neo-liberalism is seen as a regime adopted byigadliiconomic elites primarily in

the Western world, which achieved hegemony in thddveconomy with the collapse
of the Soviet state socialist system, but is culyeearly 2F' century) in crisis. The
crisis is due to the fact that while neo-liberalismccumulation regime has been
highly successful, its distribution regime has Inad the expected automatic effect of
spreading economic benefit through the societyusT hather than narrowing the gap
between rich and poor, it has widened it, creadimgrception of relative deprivation
which in turn has engendered resistance and turbeleThe collapse of the
traditional Left has left the masses without protecfrom the New Right, leading
them to turn to populist movements such as theXat®n phenomenon in Australia,
or to fundamentalist movements strongly — in soases violently — opposed to all
that capitalism stands for.

Two significant and comprehensive Australian redewd critiques of neoliberalism
as the driving force behind globalisation requpeaal mention, the first by Gray and
Lawrence (2001), building on earlier work by bdtlege authors and the second in a
2005 theme issue of the jourr@aéographical ResearchCharacterising neoliberal
belief in individual freedom, sanctity of the matflace, minimal government
involvement in economic matters, and the unimpdtied of capital across national
boundaries as a massive attack on the rights dfer®and their incomes and life
chances, Gray and Lawrence (2001, 18) go on td pairthe particular
contradictions and dangers of this ideology inlraraas. As a remotely located
settler economy with a small home market, expontimge or less standardised
commodities to countries seeking to protect thema agriculture from cheap
imports, rural Australia has traditionally soughtftee up trade, as witness its heavy
involvement in the Cairns group during the variomsnds of the GATT negotiations.
The Country (now National) Party, once the natpdditical home of many regional
Australians, has been heavily involved in this evaeir, along with the NFF and
other farmer organisations. Many aspects of neddiism, such as independence,
individualism, freedom from red tape and contrets,, have appealed strongly to
rural Australians, since they appear to accord wih the ideology of
“countrymindedness” — which construes farming asrttost fundamental of all
industries and thus as a good in itself; sees yaltuch favours farming as
automatically beneficial for all rural Australiané positions rural and regional
Australia as oppressed, held back or at least vatlesd by metropolitan-based
governments and elites (Share, 1995).

Country people, however, arguably have not appiectidne extent to which the pre-
1980s regulation regime in fact favoured rural stdy; until brought face to face with
the logical consequences of its dismantling. Thgact of seriously free trade on
Australianrather than French or United States farmers -erasxample in the

removal of protection for the sugar industry, detagion of the dairy industry,
importation of large volumes of Brazilian orangeg@ias Australian oranges rotted on
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the ground, and so on, has forced a radical réctbfipreviously unquestioned values.
Dubbed by Pritchard (2000) the “two-edged swordgpicultural trade

liberalisation”, the very uneven spatial impactlué new free trade contributed
heavily to the rejection of the National Party'aditional values and the massive,
though short lived, rise of the populist “One Natiparty.

Gray and Lawrence (2001) point out the way in whia Liberal/National coalition
can overcome such dissent by political exploitabbthe perceived subservient
relationship of regional people to metropolitan gmments. As they put it,

The grasp which regional people have on theiriggiahip with metropolitan
Australia can be released by neoliberal rhetorievever neoliberal leadership
desires. This ideology stokes the fires of couningedness and in so doing ignites
the fierce independence which underpins and jastifiecliberal economics, but fails
comprehensively to deliver a satisfactory futunerémional dwellers.

(Gray and Lawrence 2001, 183).

In their further analysis Gray and Lawrence (2Q83-187), argue that much of the
former State and Commonwealth complex of governnmérastructure and social
services is gradually being dismantled, along wh#hprotection of small producers
formerly provided by the various marketing board$wus neo-liberal policies to a
large extent leave regional communities to sinkwm by their own effort. Thde
factodevolution of responsibility to the (ill-defineddgional ‘community’ purports to
‘enable’, ‘empower’ and encourage local entreprestap and enterprise, often under
the guise of ‘capacity building’” and ‘partnershipsth various government agencies.
However, in the process local social capital mayadlg well be destroyed as built up,
and existing power structures and inequalities ewyally well be preserved, or even
exacerbated, as reduced. Lockie (2001,292-3) ptonthe inherent contradictions in
a philosophy that exposes regional businessesttuthblast of global competition,
threatening their very short-term survival - yepests their owners to co-operate
altruistically for the common long-term good of tiegion.

Supplementing and confirming much of the Gray aadilence assessment of the
impact of neo-liberalism, the 2006eographical Researdnthology of papers guest
edited by O’Neill and Argent contains three conitibns of particular interest here —
Argent (2005) demonstrates the crucial importariczale, distance, local acceptance
and trust in local resistance to ruthless neo-dibeationalisation of services; Beer et
al. (2005) lay bare the shortcomings of a neo-bgrartnership’ approach to
regional development; and Pritchard (2005) showsitingers of influential but
spurious neo-liberal economic analysis that traatsl and regional Australia as a
spaceless homogeny. Elsewhere many writers h&ea tg the extreme inequity
resulting from neoliberal policies (e.g. Collits@A(), and its disregard of ethics (e.qg.
Manning 2001). Collits (2001, 49) rightly rematkst the places least likely to
benefit are small towns. Indeed, as he says dtmsost impossible to think how they
could benefit”.

These themes are taken up in relation to futurenadjdevelopment in the present
study area in Chapter 9, while in Chapter 7 | deakustrate the impact of such neo-
liberal policy at the level of the local community.
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Globalisation and uneven development within the State

Sectorally uneven development

A recent Australian government report, singingphaises of globalisation, argues
that in the developing world, globalising econonhease performed much better than
non-globalisers in reducing poverty and inequdl@@mmonwealth of Australia:
Department of Foreign Affairs and Trade, 2003).a veritable paean of uncritical
acclamation of Australia’s own open economy, thpdreis replete with vignettes
and subheads proclaiming “Australians positive ab@ae”, “Productivity, GDP per
capita growing faster”, “Reform drives prices loWwand so on (pp.60-64) — but
essentially it treats the economy as if it werpaceless, undifferentiated whole, and
glosses over the fact that these undoubted gairesdwane at a serious price. Under
the heading “Distributing the gains” the Reportd30p.65) has this to say:

Enabling all social groups to share in the gainmifreform and globalisation is an
important aspect of Australia’s globalisation swesceSustained investments in
education, training and the social safety net dkagdlexible labour markets have
improved social mobility, allowing people to respdo opportunities and
competitive pressures and maintaining equity. @tedjretraining programmes also
have assisted this process. As a result, desgitajor adjustments in the
Australian economy and rapid rise in living stam$aover the past two decades,
Australia’s income distribution has remained refklyy unchanged.

The great majority of academic studies, howevée tamuch less optimistic view.
As Emmerij (2000, p. 57) has observed, in geneareaikesal restructuring has failed to
keep pace with economic and technological restringufor “labour markets,
education systems and pensions are structuree isaiime way as fifty years ago,
while the economy and technology have changed liegerognition”. At the intra-
national level, within developed economies, unewguacts of globalisation and the
accompanying restructuring are ensured by its Be¢etnpacts on people of different
education and skills; on different sectors wittha economy; and on particular
regions as a result of the uneven sectoral compof their traditional (pre-
globalisation) economies.

Regionally uneven development

The internal differentiation within nation-statesshed to a degree of devolution, or
change of scale, of the mode of regulation to mggjicor (more generally) sub-
national institutions and policies. As Rainnie@205) states for regional Victoria

Self-help is now the order of the day, with regicosmpeting with each other for
scarce resources and also for supposedly mobileataphis allows both
government and big business to wash their handsspbnsibility for local or
regional development.

The resulting competition between regions represamtownward scalar extension of
Harvey’'s concept of the ‘spatial fix’ as a respotsendemic looming crises in
capitalism (Jones, 2001). The effects of these-igiated impacts on the Australian
space economy and the welfare of its populatiore leen the subject of numerous
studies (O’Connor and Stimson, 1996; Gregory areeBan, 1998; Fincher and
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Waulff, 1998; O’Connor et al., 1998; Stimson, 200Bxguing that globalisation has
brought far-reaching changes to the Australiansgaonomy, O’Connor et al. show
that national population deconcentration has beearong towards the ‘sun-belt’
(Queensland, northern NSW and south-west Westestrdlia coastlands), and away
from the ‘rust belt’ (traditional manufacturing eocareas of New South Wales,
Victoria and South Australia), generating consuompied economic growth in the
areas of in-migration. However, at the same tinesy investment in key growth
sectors has been increasingly concentrated in §yaimeé Melbourne, with Sydney
rising to dominance as Australia’s undisputed ‘@arity’ with a concentration of
high value-added internationally linked manufactgrand producer service activities
(O’Connor et al. 1998, 206-207). Essentially, aihgument is that the dispersal of
population along with concentration of ‘new econdimyestment is tending to
separate the geography of production from thabasamption within the space
economy. Similar tendencies for concentratiomefy economy’ enterprises such as
e-commerce and Internet-based enterprises intev arfiean centres have been noted
in the United States (Zook, 2002; Gorman 2002)rn@am (2002, 534) observes that

... the Internet is not acting as the great geogaphualiser that was predicted by
many pundits. ... If anything, e-business profesdisaevice firms have shown a
distinctly urban bias for downtown and central besk district areas in the largest
metropolitan areas.

Within the ‘old economy’, though, the off-shore neovent of many industrial
processes has resulted in massive down-sizingadmidgses in traditional industries,
with disproportionate impacts on low-paid, low &d workers, and those whose
formerly essential skills are rendered redundartebiinological change. For a wide
variety of reasons, many are not capable of reitrgito a level where they can
realistically compete in an unfamiliar, higher-gtd job market, or in a position to
pull up roots and migrate to other parts of thentpu Stimson (2001), admittedly
working at the rather crude level of StatisticaviBions, recognises sharply differing
‘hot spots’ and ‘cold spots’ in the Australian spaonomy in terms of each SD’s
gain or loss of share of national employment inrttagor industrial sectors. He
demonstrates the rising inequality in income, ptyydrousing tenure and
affordability, concluding that as a result “it istrsurprising that disillusionment,
despair and alienation are not only widespreadutjinout Australian society, but also
that they exhibit locational specificity.” (Stims@001, 211).

Globalisation, agribusiness and Australian agriculture

Mergers, vertical and horizontal integration, and FDI

Among many writers on this topic, the works of Fagad Webber (1994) and Laffan
(2001) together suffice to provide an overviewhs process through which
Australian agriculture and its downstream proceggiistribution and consumption
chain has become caught up in the globalisatioggutaut. The restructuring of the
food industries in Australia during the 1980s islioed by Fagan and Webber (1994,
based on Fagan and Rich, 1990). Four strategeegemtified: first, mergers and
takeovers intended to retain market share andtpriofia limited national market;
second, diversification by originally agri-food lea@sindustries into other sectors of
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the economy; third, non-agri-food based corporatidinersifying into selected
aspects of the food production chain; and foueketvers of overseas-based food
producers. During the 1990s, many of the debtited takeovers failed and a
further recombination of assets occurred, as Ali@tragriculture sought to develop a
‘clean and green’ image to build exports especiallgrowing Asian markets; but at
the same time, trends such as the rapid growtleeff fieed-lotting were anything but
environmentally friendly (Lawrence, 1996), whileafe have grown about the
ecological sustainability of the bulk of AustraBaraditional dryland farming systems
(Lawrence et al., 1992; Lawrence and Vanclay, 19%4)the same time, the entry of
foreign-owned food processing firms, or their asgion of Australian subsidiaries
has proliferated, as with Heinz, Unifoods, Masteds, Campbell’'s, McCain’s, and
Leggos.

Incorporating events in the later 1990s, Laffan0@0shows that although the agri-
food sector was relatively slower to respond thamyrother sectors, during the
1990s restructuring due to globalisation has spkage Among the many reasons for
this acceleration are the reduction of agri-fo@dlér barriers, the reduced restrictions
on foreign direct investment in food processing, plrtial globalisation of culture
affecting food preferences, and very importanthy lthw profit margins on many food
and beverage items which have speeded up mergéraonalisation as large
corporations seek scale economies and market shaffan traces the process in
North America and the European Community, and shHoavsthe rationalisation and
merger process has extended to the food retadioms not only has profitability
been driven down by intensive competition betweajomMNCs (as when the giant
US retailer Wal-Mart entered the European market) also the trend, started in the
U.S., to “deep discount” food marketing based nyagm a limited range of “home
brand” products sold at rock bottom prices. Thetaare often produced through
contract manufacturing with the raw materials sedrglobally rather than locally
from wherever they are available in a market dotehdy the very large purchasing
power of the major players. Moreover these devakas have seen a relative shift
of power and profit share in the food industrynfragri-food processors towards the
food and beverage wholesalers and retailers —igdte farmer even further behind
(Laffan 2001, 15-16). Laffan concludes that siAcstralian farming has always
been dependent on exports to the global markehehefits of globalisation for
economic growth in regional Australia far outwetfle disadvantages. She points
out however that to secure such benefits, Austrdirans will inter alia need to keep
abreast of the global market and consumer treeg t® become part of the global
supply chains, and develop and market brands \piplea in the international market.
A number of successful Australian and AustraliadoBINC agri-food firms are
mentioned as examples.

It requires little reflection and field experieniwerealise that for Australian regional
communities, any such benefits involving home-grdiwns may be individually
successful, but are likely to be sporadic in disttion and highly dependent on local
entrepreneurship leadership and access to mang fofrsupport in the start-up phase
at least. The benefits of large incoming FDI peses to a region (for example,
massive beef cattle feed-lots) also need to beéigainst very considerable
externality problems, with limited local multiplieffects and offshore destination of
profits. Moreover, anguccessfulocal agribusiness venture risks being quicklyetak
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over by one of the multinationals, and developniet region does not necessarily
mean the developmeat a region (Rainnie, 2001, 6).

Regional impact of increased specialisation in farming

Apart from the unpredictable distribution of entepeurship, part of the mechanism
whereby globalisation produces its uneven regionphct on Australian agriculture
is its tendency to increase regional specialisatigrarticular types of farming. A
number of scholars have shown how particular tygesop and/or livestock
enterprise are progressively integrated into agpdfprocessing chains, which in turn
are increasingly dominated by transnational corpmna (Lawrence, 1987, 1996;
Marsden and Arce, 1995). To quote Lawrence (1905,

... facilitated by finance capital, farming [in Auslia and New Zealand] is becoming
progressively linked to the industrial food sedtoa manner which integrates what
were once (relatively) independent commodity pradsic Class relations are
changed, control over the production process iatdyimoves off-farm (with entities
like banks and food companies having a greatemspgoduction) and transnationals
have a greater capacity to appropriate profitsudinanew relations with the farming
sector and via distribution arrangements.

The development of trans-nationally linked agrodsttial food chains should not be
seen entirely as a one-way causal mechanism, ébr chains involve both global
networks and circuits, and local networks and psses embedded in the producing
territories (Le Heron and Roche 1996 — especigily78-82). Also, as Marsden and
Arce (1995, 1271-1275) demonstrate, the trans-natimformation flows developed
in these production-consumption chains may be glijecultivation of trust-based
relationships between producer and purchaser. fheu®cal impact of globalisation
can be influenced and shaped to some degree byrhageacy, through enterprising
actors termed ‘social carriers’ by Marsden and Ar8gain, the sporadic distribution
of such influential agency is likely to promote sallly uneven development. The
dominant driving force, however, is to be foundhe activities of major firms.

Many examples of the process of integration inta-lbgsiness dominated food-chains
within particular enterprise types have been preditbr Australia through the work
of the Australia and New Zealand Agri-food Reseddeltwork, and associated
scholars, with several collections of essays doauimg excellent case studies
(Burch, Rickson and Lawrence 1996; Burch et al.818urch, Goss and Lawrence,
1999; Pritchard and McManus, 2000; Lockie and Beu#8001). For instance, Burch
and Pritchard (1996) provide a telling examplehaf impact of deregulation and the
entry of trans-national tomato processing firmsAmstralian tomato producers,
traditionally centred mainly in north-central Vici@. The gradual withdrawal of
State mediation in the pricing process, the shifhdividual contract pricing, the
development of global sourcing of tomato produgtshe major retail chains for their
generic brands, preference of major processonsuilrcontracts with larger growers,
and dumping of subsidised European tomato produits up to a major restructuring
of what was an important family farming enterprisplacing a relatively steady and
secure income with a volatile and uncertain futlependent on policy formulated by
a few large overseas based companies.
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Globalisation and indirect subsumption: contract farming

The effects of globalisation on farmers’ freedonaction in the areas of land use,
crop combinations, farming practice and marketireg\ery well illustrated in a series
of papers examining the growing impact of contfaoning (Rickson and Burch,
1996; Miller, 1996; Fulton and Clark, 1996). Rioksand Burch (1996, 173) identify
the problem at the heart of this thesis when tl@gtput that while land ownership,
labour, the natural resource base, and farmeritgemtd place attachment, traditions,
natural landscape, institutions, culture and lagguare all locality-bound and non-
transferable, large agribusiness corporations jgeagtobalised multiple sourcing of
farm products for processing and marketing. Thi€@dure requires a standardised
guality of product, use of the most advanced teldgyoavailable, and preferably
non-dependence on any single region for inputsl 88d environmental conservation
are not a top priority for companies interestednrmassured supply of raw materials.

For the advantage of a guaranteed purchaser atlcfable price, farmers
contracting to produce for a particular agribussni@sn must agree to many
conditions which effectively take much of the masagnt decision making out of
their hands — for example, the seed to be usedyainiype and timing of fertiliser
application, time of planting and harvesting, hamgland storing of products and
much more may be stipulated in the contract. mieas are evaluated, recruited and
dropped as if they were employees (Rickson andBL@®6, 187) and there is a
tendency to favour larger farmers who can providdeseconomies. The effect is
disempowering and de-skilling, in extreme caseditentowards a caricature of the
farmer as ‘propertied labourer’ (Davis 1990). Mil(1996) shows that in the case of
Tasmania, agribusiness firms dominate marketinbiwe wide variety of enterprise
types, but in the special Tasmanian circumstantesitiiple potential buyers and a
limited area of first-class agricultural land, foany farmers contract marketing can
be an advantage, though outcomes for both farrhdsoservation) and farmer tend
to vary between those contracted to agribusinesfdesal origin, and those arriving
as fully-fledged international corporations. Theact of globalisation appears
particularly strongly in the case of potatoes, vehgy the mid 1990s some 95% of the
Tasmanian crop went to just two international pssoes, almost all for export from
the island (Fulton and Clark, 1996, 222).

Reduced solidarity within the farm sector

A further serious impact of globalisation on Aultma farming is the weakening of
solidarity between producers within the variousgntise types. The progressive
deregulation of marketing boards formerly domindigdarmer organisations,
commented on by many writers (eg. Pritchard, 189&)g with reduced protection
against imports, has favoured the larger, moreiefit producers, including a still
small but growing number of corporate enterpriséise perception by smaller,
struggling family enterprises, owners and employg#epuntry town businesses, and
urban residents left redundant by the offshore mmre of jobs has been reflected in
the One Nation protest vote upsurge in the lat®49%®ritchard (2000, 98-101)
argues that economic modelling of the advantagé®eing up international trade
regards the subjectively defined ‘national intérastof overriding importance, fails
to recognise the plight of the losers from the ¢feasn and makes little provision for
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their compensation; moreover, the prospective gaoms free trade are likely to go to
the larger producers.

Summary: so what has changed?

So, from the viewpoint of South Australian farm Beholds and rural communities,
what has actually changed over the two decades 49847 Sorensen and Epps
(1993) provide a concise review of the major treoplsrating up to the early 1990s,
modelling the decision-making processes that imibeel the opening of the
Australian economy by the Hawke/Keating governmenhesgitimation of economic
rationalism, they suggest, arose through a coneumeve to corporatism among key
actors, replacing fragmented pressure groups lfumlconsensus between trade
unions, big business and government. The two asitboncise listing of both micro-
and macro-economic reforms tend to favour agri+iess firms over family farms
and major retailers over small rural traders. Thenclusion: “The outcome of all
these is a leaner, better focused and more effipinlic sector, and the greater
subjection of the private sector to market forcesfensen and Epps 1993, 10).

Continuing the story in the same volume, WalmslE39@3) outlines the way the
Australian Labor Party (“the best conservative goweent since 1949”) tackled the
abrupt switch from its traditional socially oriedtpolicies towards economic
rationalism. His summary list of reforms (p. 48)worth repeating:

Deregulation in the finance sector
The floating of the dollar and abolition of excharagpntrols
Reduction of interest rate controls
Entry of foreign banks into the domestic market
Liberalization of foreign investment policy
Tax reform
Industry policy
Tariff reduction
Encouragement of Research and Development
Deregulation of the crude oil market
Relaxation of export controls
Deregulation of domestic aviation
Improved efficiency in government programmes
Means-testing welfare
User-pays principle and increased cost recovery
Administrative reform

Walmsley’'s contention that the beneficial effedtshe bulk of these measures
bypassed rural Australia, whereas the negativetsfigere fully experienced, is well
borne out in the present study. In particular,|#ngely unforeseen problems caused
by financial deregulation, which revolutionised #ggiculture-finance relationship
(Argent 1996) bore down heavily on outlying ruradjions such as the Eyre Peninsula
and the Murray Mallee. Compensations have been féavforeign bank branches
entered these regions and relaxation of foreigestment controls brought no
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productive investment theteAirline deregulation brought benefits only te tiajor
national routes, and tariff reductions on importegital goods could not benefit
farmers struggling with entrenched debt.

Complementing the above listings of the brave nenldis ground rules is the
succinct listing by O’Neill and Argent (2005) of athhas been lost from the home-
made version of Keynesian-Fordism that prevailedustralia during the long boom.
These authors list four pillars of national macocomomic policy for at least three
decades after 1946: (my paraphrase of O’Neil argbit, 2005, 2-3).

1. The centralised wages and arbitration system, wigighlated both work and
remuneration.

2. The development after Federation in 1901 of a natieconomic space,
enabling national economic management through mdeantrol of the tariff
mechanism.

3. Regulation of the monetary system

4. The adaptation of the Australian national systenm#ointernational order in
company with other advanced countries (later tabexcthe OECD), secured
through signing the Bretton Woods agreement.

At the time of writing (2006) the first three ofetbe were already gone or greatly
weakened. As to the fourth, Australia was stillyficonnected to the international
economy, but the Keynesian-Fordist mode of intéonat regulation had given way
to one where neo-liberalism holds general (thougffuncontested) sway, and nations
find their own comparative advantage in the thecaktlevel playing field” of the
global market. Just how level that playing fieddar Australian agriculture is shown
in Figure 3.2 (next page). The Figure says it all.

Conclusions and r eflections

This chapter has presented globalisation, backedhm®gemonic neo-liberal ideology
effectively permeating both major political partesce the early 1980s, as an
extremely powerful set of exogenous forces chantfisgeconomic ground rules
under which Australian rural society operated urtderFordist regime. It is
important to remember, however, that land-basedymtion in Australia has always
been subject to global market forces, and rurakspbas passed through many
previous crises without losing resilience. Whilattsociety cannot but be heavily
impacted by the massive forces of change deschbeg] it is highly unlikely to be
totally destroyed. The analysis thus far has egdbnbeen of a structuralist nature,
and has posited structural change as the indepewdeable and pro-active, driving
force, and human agency as the reactive dependeable. Moreover, a high
proportion of the globalisation literature relateghe impact of globalisation on
nation states, in many cases treating the econashibgse states as if they were
spaceless and the factors of production assumieel toobile within them.
‘Regionalisation’ at this level is conceived as gjieuping of clusters of nation states,
as in the EEC or NAFTA.

® This may not have been altogether negative wherxternalities produced by some overseas
investments such as beef feedlots in NSW are ceresid
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Fig. 3.2 Producer support estimatein OECD countries (% of value of grossfarm
r eceipts)
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The theories and concepts of simple commodity prd, subsumption, regulation,
circuits of capital and neo-liberalism reviewedhis chapter are all essentially
structurally related and operate for the most gamhacro scale, dominantly within the
thought-worlds of economics and political econoirtyave sought to trace them from
global to national to regional scale, but as theggaphical scale of resolution moves
to the local end of the spectrum, such theories fbsir explanatory power and
become subject to a host of contingencies and almstances. Human agency
exerts a much greater relative influence at thelll®vel, as do structural factors of a
social and cultural (as opposed to politico-ecormature. Moreover, thus far at
least globalisation has had a more direct impaaacmmomy than on culture.

A pervasive feature of globalisation which this ptes has identified is its tendency to
further exacerbate the characteristic unevennesapifalist economic development.
Hence a major question is the extent to which disaion is promoting
differentiation within and between rural commurstiand whether or not such
changes are predictable in relation to such faasnesource base, location and
population density. As will be seen, even at tiieainational level, movement of
information and capital is extremely easy in relatio the movement of ‘labour’ (i.e.
real people and families migrating in search of lmympent). Inertia, established
social networks, and invested economic and soagita all encourage resistance to
such relocation and slow down the pace of chaky@n more important are the
forces that generate localism and place attachageatmajor counterbalance to
globalisation, and these are assessed in the hapter.



