BOM&Z HOW DID WE GET IM THIS MESSS Jokh Hyde

Eight years agno, when the Australian dollar was about 140 Cernhs
Us, Professor Wol fogang Hasper of ths Defernce Forces Acadamy

wrote, "...to rely on mass immigration and protection is P
longer viable." Frofessor Dick Blandy of Flinders University,
David Trebeck, then divector of the Woolgrowers and Graziers
Coumeil, the IAC, politician/columnist Bert Felly and some obhere
Were warning us that by running away from campetition we wers
losing our ability to compete. We wers =o besotted with the
resources boom that we did not listen,

We bBlocked imports so foreigners could not obtain Australian
dollars to buy our axports. Far from being a great trading
ration, Australia was trading a small proportion of its
progduction.

He believed the combradiction that transport and public utilities
Were natural monopolies which must be protected From competition,
Thus we saddled all our industries with high aiv, land and sea

transpord costs, supensive electricity, talephone and postage.

In defiance of Lnown principles of micre economics ared natural
Justice, we encouraged the labour market to be the preserve of
moenopalist unions, monopolist employer councils and AR
Arbitration Commission which has demonstrated that it is not
woryd ed about eibher efficiency or justice.

The trend of some indicators of sconomic per formance also
portended trouble, Living standards had beoen slipping behind
cther countries for a 1 oy time - from the wealthiest nati o LR
the world at the turn of the century we had slipped to the lTower
Malf of DECD tables. Dur inflation wa: high and when other
nation’s inflation came down im the sightiss ours did nob. Budget
deficits werse adding fo public debt. Labour oo e were moving
ahead of prices and covporate profits. Arnual investment in
capital eguipment was low and windlad have been falling if it had
not been for for Lan capital and the beginnings of a foreign debt
probBlem. The debt problem was exarerbhatbed by the Foreign
Investment Review Board which insisted that foreiaqn capital ocome
in the form of debt rather than e#rjulity. Too much of the
available investment was going to housing.

With hindsight it is sasy to wonder how we could have been Fi
fomlish, Political failures lie beneath the enormamis failuwres.

Government is compulsion and politics is about privilege. They
arg about oiling sgueaking wheels with obther pesple’s greasse,

An example of privilege is the tariff raised on o ded
textiles. It is paid for in the first place by buyers of
clothing, napkins, curtains stoc. Another is & minimum award WAL e )
the immediate losers are the unemployed and consumers. Another i
the power to indulge in wastaful work or investment practices
Wwithout bearing the cost onesel . The bwo airline agreement



confers such privil

The EBEnglish Tudors and early Stuarts, and the French Bourbons
bought friends and collected revenus by granting monopolies and
privileges which had extremely delsterious effs o bhedr
eooromies. The Marxist, Christopher Hill, in "The Cenbury of fthe
wvolution” wroter "It is difficult for ws to pichurs ... the
Life of a man living in a house built with monopoly Dricks, wibth
windows (L any) of monopoly glass; heated by mono . ow
burning in a grate made of monopoly ivon ... MHe slept on ool y
feathers, did his hair with monopoly brushes and morzpoly combs.,
He washed himsel f with monopoly soap, his clothes in monopoly
starch ... His clothes were held up by monopoly belts, monopoly
buttons, monopoly pins. They were dyed with monopoly dyves. Me ate
monopoly butter, monopoly curvants, monopoly red herrings ...
monopoly salt, monopoly pepper, monopoly vinegar. ebo”

He should be able to imagine it: ours too is anc  Tawvour
society. It makes little difference that the monopolies and
privileges are ordained by demooratic governments. We know about
the life of a man living in a housing commission flat, burning
monopcly electricity, in a heavily probteched ovey burning
monopaly gas in licensed heater ~ protected itself and made of
protected steel. He sloeps betwsen sheests, the price of which are
doubled by protection, wears protected underclothes and sho
Hiz baby is swaddled in protected towsling. He sats mropnnd v
butter, drinks monopoly milk, travels in a monopoly bus, a
licensed taxi or a monopoly ftrain. If he should go interstats he
travels on a monopoly aivline. Worst of all, teo work ke must join
a monopoly union accepting a monopoly minisum wage, monopoly
conditions and monopoly work practices or be unemployed.
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I wonder why Hill did not mention that his 17th Century worker
faced a similar problem from the monopoly guilds.

Froducers who should be clawing and struggling to make the things
sotiety most wants as cheaply as possible are by edict enabled to
producs goods and rvices that are less wanted or higher priced
than they would be if the government were rnob to come belween
buyer and seller.
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Frotection from competition is the lotus blossom which cau
sturdy entreprensurs to lend Lk Fie { s bo bhe
influence of a wmild-minded melanchaly and malk customers a
bother. When hed from rnew ways
martagers and W 2 Wwill not atfempt new products,

try oult new ways of g oeld products, they do notb give sxtra
effort. Why run v inconvenilence onesel f, d uris the
rarvcatic sonnal en

are prohe Ly DIVHTET
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sure bhe oost of using g s i the wrong
places -~ bhe are allocative inefficisnciss. They cannot
measure the value of the things no-one has thought of, nor of
working havder. They call the gains they cannot measure x!

ies and, less formally, Yanimal spirits’. Economies

efficienci




where animal spivits are suppressed stagnate.

‘ﬁHML”f Manour Dlsen showsd that the sconomies of
T o upheaval fmr two or bhres
: ; Britai canarda, Australiay
Mew Zealand and the Hn:Lh : United Jfa1w#, siebies which
had been overbturned invariably went through & period of high
economic growkh: examples are Japan, West Germany and that
porbion of the US which lost the oivil war oy was vecently
pionesyed.

The éme
societies which
gensrabions ran duun.

He explained this in terms of the ability of vesbed interests in
old ecornomies o bulld wp monopoly or guasi-monopoly privileges.
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Twn other émericans, Sovdon Tulloch and James Buchanon, explained
why politicians grant privileges they krnow full well are not in
the national intersest. Tullooch and Buchanon assume, nob
unvreasonably, that politicians are no more saintly than the rest
of us. Most politicians will therefore look after themselves most
of the time and re-election may have a higher priorvrity thanm other
goal .

Voters defend privileges. They lobby for taw loophales bub not
for lower tax or obther widely dispersed benefibs. There has
never been a campalgn for lowsr fTax one half ao vehement
that against the payment «f any tax at all on gold mining.

interests are rarsely concerned by logic, many defenders of the
I

gold exemplbion ol
and tariffs on
communi by 1o
Australian bears

b owant flat tax. BHP demands a steel plan
1o volled stes] Ve Though it brows bhat
far e i gains because even the Hig
only a Mmal1 porbion of bthe ﬁwmmuﬂjfwyz 1o

Governments get elected by selling privileges for voles. (The
Tuddors b, al ld them for arms and sli. 3 Heneral
considerations such as lower btaxes, lower inflation or defe

rersive a low priovibty.

Firace and favor government and the associabed slide to Hanana
Fepublicanism can be overcoms only by & strongly held public view
that it is impropsr —— as indesd it is.




