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DRY SIDE
IME MINISTER John Hyds

Aochallengs to Mr Howard s not inevitable; i+ Mr Peacock doss
rot have the numbers he will not challenge. Neverthelesss, let
us assume there is to be a challenge and let wus make the
urireal 1%t1c assuwmption, Jjust for the sake of an argument, that
the prime concern of the majority in the party room will be to
offering Australia the best possible Frime Minister. HBurely
Australia’s sconomic problems would be uppermost in their
mirds. What person with what characteristics would they look
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The ideal Prime Minister would:

¥ understand what economic policies are essential-~——as he will

qmt a surteit of advice, in practice this means the ability to
identify the economic wood among the political tress.

¥ have the courage to take the sssential steps in spite of

rampaging wounded vested interests.

# have the standing to hold necessary support for them in a
(smaller) cabinet, party room and parliament.

* have the ability to woo and win enough public support for
them Lo make retreat unnecessary at a time whan Fiving

standards are falling.

That is too tall an order for anvone in (or owt of) the Liberal
Farty to Fill. We are stuck with a parliament of mortals but
the search for a messiah gives rise to periodic calls for
Elliot, Hay and particularly MocLachlam to supplant current
parliamentary Liberal Farty leadership. The calls are naive. I
do not doubt the guality of government would be improved i+ any
ore or all three were elected to parliament but the chance of
one of them ﬁucce5¥uily stepping straight to the Libsral
leadership is miniscule.

Folitics is seen, I think correctly, to have failed Australia
but it does not follow that it will be improved by introducing
persons without political experience to the top of it. Mor is
there an obvious mechanism which would give the Liberal
leadership to one of them. Those mern—-of-strong- opinion who
axpect Tan Molachlan to rise Fhoenix-like from the ashes of a
Fedaral UOpposition put to the torch by Sir Joh know very little
about politics. 0Ff course Moclachlan himseld has no such #illy
delusions.
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For the time being, Opposition leadership will come from present
Liberal Federal MPs.

Without at least & little of each of the four attributes a
Frime Minister would preside over vet another stage, marked by
the currency, on the road to Banana Australiag; but without a
commi tment to r@lmvant policy the ability to win support is
pointle
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I+ FMr Fescock is most likely to slash the regulations which



protect airlines, doctors, labow unions and obther politically
influsntial bottlan < slash trade barrisrs, build upon
abor s tentative steps toward privatisation and slash
Aovernment outl then clearly he showld be Lesdesr of the
Opposition and in due cowse Frime Minister.

Howesver M@ Feacock needs an opportunity to establish his policy
craedaentials with ow hvpothetical party room in sesrch of the
ideal Prime Minister. The tax-cut debate, which has gone off
the rails, is it. I¥ he can tarn the present ftalk of tax cubls
arcound to esxpenditure and deficit cuts we will have reason to
give him owe confidence. He would be what SBie Humphrey oalls,
TCOUWrAageous .

The tendency for budget deficits to spill into trade deficits

is known as the “twin deficits’ problem. It and not the adverse

shift in our terms of trade (which we have sxperiencead before

and will syperience again? is the relevant cause of owr present
reign debt and balance-of-payments kettle of fish.

Under no circumstances should tax outs cause even cwrent
levels of public sector borrowing to continue. Any talk of tax
cuts which are not preceded by guite massive expenditure cubs
is dangerous. To @liminate the Commonwealth deficit, 5 to £4&
billion must be cut from the forward sstimates. Fnrther
gxpenditure cuts could then be emploved responsibly to finance
tax cubs.

This, to date unheard of, restraint is the right policy for the
present cirocumnstances. The fact that the current acoount
toverseas) deficit is so large is evidence that dustralians are
spanding far too much. Clearly we do not need to-——indeed
cannot afford to---stimulate demand by tax cuts or in any other

Yet oneg slement of private sector demand., private fiased
investment, is too low to even sustain private capital stook.
Tax cults and interest rate cuts wonld improve the guantity and
guality of investment but a taxy cut or a cub in the bond rate
which was not matched by reduced government demand would be
disastrous. Therefors, to finance deficit cuts and meaningfual
tax cuts the forward estimates need to be cut by more than
F10,8808 million

There are as many pﬁﬁﬁlbi]iti@% for ‘cuts’ as there are itemns
in the budget howsver these will serve to illustrate the sort
of tough policies which are needed. Each saves aprodimately
¥1800 million. Feduce age pensions by 19% or sore tightly means
ezt them to save 154, Take the family allowance from

weal thiest S0% of recipients. Ask for tertiary fees of aboul
FIEAW. Reduce States qranfg by &%4. Abolish most " job creation’
schanes with half of “industery assistancs .

Cuts of that magnitude cannot be made without pain to the
praesent beneticiaries of the largess nor to the politicians who



ig clearly more responsible than running the risk of far worse
i ten yvears time, when Australia, like Argentina, runs
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A leader strong enough to make such cuts would be strong enough
to also deregulate and privatise. If I were still a member of
the party room [ would vote for the colleague who came nearest
to having the stomach for the task.
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