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FWEEs  ON THE DRY
THE BUDGET John Hyos
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A budget spesch is the macro-economic “event’ of the vear,
whan the breasuwrer parades the government ' s new fiscal clothes
and we try to identify them. Next Tuesday Mr Keating himseld
will tell us that only fools would not ses thalt the boots have
the softest fur on the putside, the shirt is of finest hair,
the cut responsible and generous, and so o, but it will not

e at all a clear picture, even to those familiar with
%] aigets.

The peech will mention many minor changes which evoks
groans and Chesar-hears’ from 2
will talk confidently about the government s strat but, if
there is one, it will be invisible to us, his cowtiers and
indesed to himself. Az Mr FHeating is :ﬁapt at not shivering in
public, be it takes tims to : ) DapErE, and
because not many peopls will ~dm1 umdmrﬁt whing them,
Lhe budget will recei : i on Wadnssa But
the yvear advances Austra the T
T cy CWhere are his ol hw

That is where bths an

Farliament. The Treasuwrer
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s, The wicksd tailors of
the fable knew what they I do not believe thal ths

civil ossrvants who the last 41vg brudgets {(one
and four of Me o Hawke "s) dldn The foreign debt
inv chment o) thay mads must be mors than
fore Fiscal policv is not ong of the Hawks
v&wnm@nt‘m GLOCRSSEE.
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Thers has besn a remark
politicians and YIHESL AN @onom:
admits that high public s
high cwrent account deficits. I can’'t help
the left was converted LU rerpbmmihlm bud;*tlnu
bhecauwse fliscal irr such & good s
whioch to beat the v qhtmw~‘rﬂmw' Juh amd Fraseaiden
But let us not look the gift hwrﬁw i obhe mouth!

able wvoelte Yace among lefi-wing
Maarly J I
T bm'rrwlnq im

M Des Moore of the IPA produced the following figures
which compare current account deficits with publia sehor
borrowing requirenents by sxpressing them as pers sentages of
GBI, The correlations are obvious
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1982 LY T 5.7 1.2 .8

1984 bb. 9 1&.7 1335 4.4

FAlthough there is not a one-to-one trade off, that a
budget deficit will substantially affect the relevant foredgn
deficit is clear. Should the public sector try to borrow more



funds these must coms from ove z
save nore or reducs private sector
vaears to June last vear we Iinore;
business investmesnt and drew mors heavily on foreign funds.

we mpsnod 1 i b
stment. In the sistesn
private spending, redoacerd

bween the four vears duns 1974 and thalt ending
June 1986 personal spending and government consumpition
increased by 1Y and 4.4% of GDP respectively. The funds for
this came from private investmsnt, government investment and
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Baoause governments are gobbling up fAustralian’'s savi
Ehe annual foreign account deficit, of about $10,880 millis
is unsustainably high, and private investment is so low it
barely covering depreciation. An dincreass in private
investment of only 2% of GDF requires & reduction in
govaernment borrowing of abowt 5,088 million and that, with no
further changs in Stets and Local Government borrowing,

requires s Dommonwsal th budget swplus of aboubh F2,008
million.
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Mr Heating, wnless he is unusually honest, will count
assel sales as revenus when he is amﬂuunaing hlﬁ
surplus/deficilt. thezse sales draw on pris
liks bond sales) my oshowld be added to thes
from the surplus. Frivatisation sales must
debty this will

Fracducs fobture interest bills.

Any increase in Reserve Bank profits attributable to the
revaluation of %rt&xgn currency holdings and note-issues
department profits should be similarly discountsd.

Mow, dear reader, vou know nearly all vouw need to know to
play "Spot the Emperor’'s Clothes on Tussday night. The groans
and Thear-hears’, alwavs clearly audible on radio, offer vou a
rough guide to where to look. I4 the members “hear-hear’
loudly the measure is probably unspeakably bad, and i+ they

catcall 7, the treasurer has probably announced something
cowrageous and sensible.

It helps vowr gamse to know whers budgest cuts might be
made. For the fourth suc sheod Brian
Bucklesy's list of recommended cuts. They total #£46,700 million
in the firest full vear, without ocounting the proose of asset
gales———-probably just short of @nauah o turn the forsign
icit to swplus, bub considerably less than halfd of what is
T v ap@nd*ng from the present 43%
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Hive vear AIFF has publi
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nich
needed to reducs mublif
of GDF o Whitlam's 1974-

»te from ZB to
reoommencds bhe

Mr Hawhke has redueced the departments of st
14, claiming savings of 294 million. Mr Buok
further slimination or merger of Industrial
Education, Emplovmant and Training: Communit
Healthy Arts, Sport, Tourism and Env1rmﬁm@n
Services; and Veberans &fFfairs. He esh:
a fuwrther #1532 million but w.ﬂ"h & hundreresd ml} ion here an
another thers vou are soon bal 1wy big money! Abolition o
fuangoess another T .
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Savings in the LG]d

without asking the impos
structure with the inbro

eoiucation show what e done
& omore atlﬁflx
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ard TAFE sy abolition of the
FRE out mepERen L al - pir o Fimeling
million. Over a longsr tims bhigger

grants to students,
sohools commissiong
viaeld an immediats

savings are identified.

mads to visld #6778

That disaster area, health cers, is
milliony soocial secwrity and welfare 1,690 million: and
srononic services nearly 22,000 million. Bubstantial savings

can be made withoot ow world falling to pilecss whersas it
almost certainly will $fall to bits if they are nob.

The Government has already implemesnted all the “Lax cuts’
it can afford. While the btresaswrer talks about tax he will be
avolding the real issue: supenditure. Biven the 3 of the
foreign account and investment, & budget that doss not achieve
a surplus of a thousand million without new taxes is a bad
budget-——the emperor is naked. A good budget will have a
surplus of 2,800 million after deducting capital items.

Ernioy the gams!  ENDS



