Boma7 Getting to the Centenary Johin Hyde

We approach the bi-centenary of the oooupation of MSW with owe
economy and our politics in an unnec 3 2 and we are not
facing facts. In 2001 we will want to celebrats 100 vaars of
successful liberal democracy. Since we want to get Lhera
without bsocoming an economic basket case oF developing the
mlary, racial, or regional snmities which plague most countries
we would be wise to face facks now.

Gross foreign debt excedes 56000 per person. YThe Economist®
raegularly surveys thirbeen sronomises; ours wins the wooden
spoon. Inflation of 9.8% is the highest of the thirteen and
threes and a half times the unweighted average. Our interest
rates are much the highest and nearly double the average. We
ara the only nation whose Bross Domestic Product (as measured)
ig going backwards. The Bank of England indexr shows our
currency has declined from 100 indes points in 1975 to % onlvy
Ttaly (49) and Spain (48) have done worse. These are messures
of an economy deesp in troubls,

Many commentators have drawn attention to sconomic parallels
with Garmany and Italy in the twenties and Argentina in the

sixtigs. These are rightly sesn as warnings of sconomic events
which will probably overt ws it we do nothing to stop tham.
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Farallels have not often been drawn with the politics of those
untortunate nations for three reasons: We do not have the
political and social divisions which plaguesd them even when
their sconomies werse bebtier than they becams; no-ong in
Australia has vet behaved nearly as badly as many people did in
i  nationsg; and it is difficult to wite about the
similaritiss without drawing de facto parallels with Hitler,
von Fapesn, Mussolini, Feron and Galtieri which are too
araggerated to be fair. Nevertheless we must reming curselves
that liberal democracy, @ven in English-speaking nations,

will only stand so much tension and economic problems usually
result in civil strife. We do not know how far Australian el i vl
will toward other Australians can be stretched. Furthermors, it
is probably the Hitlers amd MH*“DliHiﬁ would have remained in
obesourity in healthier economies with contented peopla.

5

Signs that the polity too is not coping are also EMEFGIng.
Australian politicians are not facing up to the ong political
task which really matters: wooing and winning democratic
mandates for the tough measuwres which alone can rescue the
Ssrnomy . Inst power play and populism ruls them.

The tax system is a mess but tax should not be dominmating
policy debate. Economic salvabion cannob come bhw collecti syt
samg anount of tax a differsnt way. The tax debate is driven iy
graed and wishful thinking. &n incoming government ‘s first
responsibility will be to sliminate the deficit. That alone
wWwill require expenditure cubts or tax increazes of six or seven
pillion dollars. Add meaningful tax cuts, and F‘QW11%uru ot
of F1E-12 billion are nesdsd. Cubs of that magni huodase ey
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FE to be made for our children s gakgs--—-raquire ocuts in
lar expenditwres such as the old age pEnsion. Buat no-one is
paring the electorate for that to happen.

M Feating s banana republic comment, warnings by dry
politicians and bankers, published goonomic indicators,
farmland prices and so on have frightened psopls. But, it
sRems, have not yvet prepared them for the NECs8sEaryY
disciplines. They still sxpect ‘other people’ to make most of
the necessary sacrifices. Many people are sutfering somes
aronamic discomfort and are @asily convinced that bheir
circunstances deserve special consideration. So long
polititians avoid telling them that BRE
not possible they are ipe for the blandishments of &Ny ass in
a lion's skin-——particulariy if the ass is seen to have haken

ot trade unions which have sarned public disgust.
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al dispensations are

In other times the Dusensland Premier wWould not have been talen
lously, but as drowning men cling to straws Australians A
clinging to messi promises. This is dangsrous beca A
long as non-solutions to real problems are promoted real
solubions which are much less attractive will not be accepted.

These real solutions are those which, the world and time v,
have been the basis of economic Ferovery. They involwve the
abolition of economic privilege--—-allowing fres markets both
internally and for imports and exporbts.

The government must deregulate across the bosrd and Fairly
guickly, allowing import-conp ng industries and @ porting
industries to reduce costs. This will ¢ courss be painful for
the least efficisnt and probably cause some businesses to
Labowr market deregulation will be resisted by the union
miyvement. Howsver, the only possible alternative policy is that
of allowing industries and unions which @njoy anti-competitive
gulation to weaken further tha potentially efficient
industries. That policy {(or lack of policy) would, great good
fortune aside, mean that living standards continue to decline
for a long time. It would also mean that Australia would be
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# able to defend itseld in a military orisis. It would m
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as it has meant in Argentinag, that the welfars satety-nets
would ultimately bscome impossible to maintain, It ought to be

unthinkable.

With a sharp drop in iiving standards now imminent and
inevitable the last thing Australia needs are salf-appointed
messsiahs running around offering worried people other peoplse to
Blame and fanning the flames of enmity. The awsomely difficult
task of any serious leader is to Build an undaerstanding of the
changes which must be made withoub encovraging violence against

: who now benefit from the privileges which must be dons
away with. Tharse is a world of difference Detwesn bhe
Opposition proposal to weaken the power of unions by making
manbarship effectively voluntary and Sic Jok's unspesi fio
undertaking to use the ATy .




the roots of owe

ins should make 1t mors

Finally it is salutory o think about
ubles. Contemplation of our own
difficult to condemn others.

The economic obiection to unions is that they ars moricnol des,
le to compel tho buyaers of their menhars’ sorvices *ﬂ Pay

- ly and accept costly work practices. The prote
industries, bthe whoat board, the government in ;FummmTaTi'f
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the two &if]tﬁﬁ; and many obhers suffer the sames obisction.

and compulsory union mamh&*whip are morally
'Lonah]eu They pravent 3 from working and prevent

i ion. The sams ub ; apply to all restrictions
w iy t.ﬂulﬁq and to mccupatiunﬁl 1 i

Both sides of politics ars r sponsible. Most of the industey
Frﬂtﬁtilﬁﬂ"“m‘ﬁil{|@g two-airline agreements, Telecom
mianopoliss and the g back to Menzies and bevond.
MoMahon started the oo monetary management: it has
continued. Whitlam started the 1oos mamagament and 1
2 been continued by bobh part
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of facing reality, fustralians are taking sconomically
1‘1;%..Atm popul ism ﬁ@riPU%1”5 the Opposition is divided and
precooupied with Joh's bid for piEe, the governeent is Lrving
to sweep the sconomy under the carpat, unions are demnancing
gvan higher wages, and bthe ntL~ﬁrﬂinarims index is through the
oot Hwiﬁ”m Joh, the @merice’s Cup captured the headlines for
naarly thras months,

I we don't take stock zoon the 4uctr" lian centenary might not

Fawve much srrate——-or am 1 riing at hares?




