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At Mew Year a1l good wen pay thetlr detbts and look to the future.
Australians can‘t rpay their Toreitan debts just yet. but we must

assess oudr Tuture,

Our prospsects may not be 35 bad as Mr. Jdohn iLaird ays out f{hey
are almost certainiy wmuch worss than Mr. Kezating savs.

However, Mr, Kesting's crtImicsm ge2ts sSome sSupport from
iﬂuEPﬁWant euperts. Two who have argued that the ‘coom and gicom
merchants’ have oversold thety wares are Praofessar Cordon (AFR
Decembsr 15, 19 zang Z0) and Professor Gruen (The 1983 Snann
Mamorial Lectureid.

Professor LCorden argues that our foreign debt is not out of
control 1 we just reduce the public zector horrowing resusirement
and restrain wages sufficientiy. Frofessor Gruen argues that our
mediocre par Capliad economwmic g9rowth rate 15 reversable 1f only we
aescarpe the grasg of narvowly based 1ntarest aroups,y, particuliariy
thosze which dowminste the labkouyr markets.

The Feserve Bank, which olew the whistle on wounting foreign
debt,y, and the IAC, whi1ch concerns 1t=elf with the economic
depredation of narrocwly based interest groups seem to take a lsss
sanguine view of the long run, Buf 17 the domestic deficits wevs
eiiminated and the labour mwmarkets were to operatse afficiently
they too wmight accept that ocur praoblewms are managable,

Differing perceptions of national risk are infiuenced by
d1ffering assesswents of the political srocesses which control
the defici1t and stand proxy for the 1abour markets.

To live as weli as we are accustomed and fo pay our debts we need
to genevrate wmore real weaith. For 3 time we can bhorrowy but in
the longer run we can be no wealihisr than our productian,
Frofessor Gruen:! "Government is often not zufficiently powsrful
to impose econowmic change on resistant pressure groups, .. ihe
resuit has been a sacrifice of economic growth for what ars
basi1caily petiy short run distributicnal can=1jer=t1nn‘...aur
social organisation has tended to produce that cutcome.'

Although ouy terwms of trade have moved 3gsinst us somewhat, the
principle vreason for the Collapgse of our currency is not an
invariable economic misfortune but the consansus view of those
who buy and sell Australian currsncy that aur ‘satiai
srganisation’ 15 unitkely to reduce the budoet deficit and real
wagaes. And that, in the snhort run at lezast, we 3are incapable or
unwilling to mend ouy WaYE.

Az we Jook 3head we should not undesrestimate the high social cost
of economic fatllure. The overwhelming fhi1storical evidence 1= that
recple faced with sharply declining living =standards are esasily
led 1nt viaglence, Gentlie and orderiy peopla in desperatian
accept, a2ven vote for, governments of great barbarity.
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itntimacy of State Governments with some BusSiness houses are
reminiscent of esrly Fascisw. Both are inconsistent with Tikeral
wWesiminster democcoracy.

Obviousiy there are costs in over-emphasising risks,y but without
doubt there sre much grester potential casts 1n complacency.,

I can see no good reason to ie3ave curselves even half vulnerabla
to unnecessary serious p3In in the svent of a further adverse
shift in our terwms of trade, an armed conflict or a periocd of
unian wmillitancy. If there is only & one sixth chance of esch of
theze within, szay, ten yesars, then there it an sven Wmoney chance
that one of them wilil accur.

John Ladird and othners who emphasise ous vieinerability are talling
us what will nappen only 1f we do nothing to prevent it
fiappaening. We are stiil fie locky country and we could use 1986
to put our affairs in order.
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