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I know of no good reason to expect governments to put oy
interests ahead of their own, except that they always say they
have the community’s wel fare at heart. Like Marie a&ntoinette,
modern rulers really would like us to eat cake, but they do
things whioch deny us bread.

When governments do things which conventional economic theory
says are not congenial to the public interest I often become
guite cross. I admit that anger of which its object is ignorant
is a pointless emotion and that one should never bhe angry with
the ighnorant or foolish.

Amsuming that cabinet appreciated the harm it was doing, with
textile and mobtor car protection, the two airline policy, the
deficit budgebs, the superannuation deal with

the ADTU, and other lick-spittle suport for monopolies, I have
criticised it in moral terms. In each case it seemed to me that
Ministers of the Crown sacrificed the general good for those
vested interests who would most affect their political fortunes.
After all, senicr politicians should not have been ignovant of
economic theories two hundred years old, and

even if they were they had Treasury and Feserve Bank officers to
guide them.

Much as the ABD commissions the Boyer lectures, the BBRO

commissions the Reith Lectures. The 19835 Reith Lectures wers
presented by David Henderson, an eminsent economist with the QECD.
It seems I may have beesn a bit hasty with those moral

judgements. He says that cabinet members do not ignore the e ool
wel fare of their people but believe in a do-ib-yoursel f—

eronomics (which throughout the lectures he calls DIYE). And DIYE
favours probection of inefficient activities, embargoes on exporh
af the produce of efficient activities and centralised decision-
makin [

Hender son guotes Keynes® famous passage about the ascendancy o f
ideas over interests. He concurs up to a point, but  goes on to
say that the sconomic ideas which prevail are notb necessarily
those of economists.

He likens government at the cabinet and bureawcratic levels Lo
somap opera. Attitudes to economic issues are determined by the
ideas and values of *Sons and Daughters® and "Country Practice’
and there ig little rvoom for economic orthodoxy.

DIYE has bthree so-called oommon sense’ tenets.

The first is an assumption that outcomes have to be planned by
governments and that governments are principal actors on the
economic scens. Dr. (of economics) Fitzgerald, Frime Minisber of
Ireland provides the example, bub it could have been any of
several Australian Prime Ministers. When Dr Fitzgerald said "...




attempts to compebs on an egual basis in the economic spheve with
[US and Japanl by independent, individual action, are simply
bound to fail.” he assumed that competition in markets is betwsen
states, and that only large stabtes can suwocessfully engage in it.
Both propositions are fTalse.

Henderson goes on to describe how Britain 'as a rnation® felt it
necessary to build uneconomic nucleay power stations. Australia
*as a nation’® built pipe-lines, raillways and dams.

He calls the second tenet of DIVE ‘essentialism? . Commoditbies
such as water and energy are sssential, therefore, says DIYE, the
nation sither has enough of them or it does not. Bub who is to
way how much is enough? Water remains sessential during & flood
but the last unit is a nuisance. DIYE doss not think in terms of
incremental gains and losses and demand which depends on price.
Energy consumption has fallen in the UE nob because the
government failed but because the price rose. Australian examplsas
might be the energy debats during the ssventies and the education
debate now.

The thivd ftenst is good old-Tfashioned aubarky — the idea that a
nation, the EED, or a State of Australia (why not a shirveld should
be self-sufficient in food, senergy o whatever. We and the
British tell developing countries to be self-sufficient in food.
Why? It is against theilr interest and our own. We know tThat the
cost of making Australia about three-quarters self-sufficient in
mobor cars sucesds HFEHEEI000 million per year.

Centralism, sssentialism and autavky, often fail even in theilr
primary aims. In 1973, the United Bfates launched *Project
Independence’ to raise that country’s BS54 energy self-sufficiency
to 100% by 1980, It in fact reached 86%. The synthetic fuel
target was 500,000 barvels of o1l equivalent per day by 1287. It
is now sxpected to be only 10-15,000 barvels per day and failure
must be regarded as fortunate.

DIYE is mercantilist. It favouwrs ewports, sxscept of ‘essential?’
products, but not imports. There are international rules to which
countries commit themselves by treaty but in trade policy,
statesmanship is seen as evading rvules without actually bresaking
them.

When interests draw support from DIVE they are most likely to
surceed. Then DIYE supporters do not want fo hear aboub free
market Switzerland having only 1.25% wunemployment or Hong Hong
arid Singaporse which are sel f-sufficient in nothing yvet prosper.

Henderson is careful to stress that he does not eguate economics
with statesmanship, bubt produces evidence that stabtesmen would
serve thely people better if theirv brand of economics was more
orthodox. In part he blames the failurse to communicate orbthodox
economics to the public and politicians upon his own profession®s
preocoupation with macro soonomlos.



The pre-—eminent macro economist, Lord Heynes, was nob a
soctialist, mnor did he recommend that governments discriminate
amang citizens and industries but his theoriss encouraged
pessimiam about fthe stability of economies ~ their ability to
right themselves after shocks ~ and aptimism about government
policy. This encouraged interventionism by the do-it-yourself
economists. Their concern, and those of the vested interests was
with things Keynes did not discuss and which the profession for
many years larvgely ighnored.

*SGtagflation’ gave rvise to ancther school -~ Henderson calls it
‘mew-classical’ - which has less faith in government intervention
and more in self equilibrating forces. Debate produced a measure
of consensuws that functioning markets, particularly labour
markets, matter, and that bebtbter results are often achiseved with
less government.

That ouwr politicians have been influenced by this new consensus
is evidenced Feabing’s success in deregulating new home loans.
His decision to regulate established home loans could be taken
as evidence that DIYE is alive and well. But is the

cabinet room oooupled by knaves or fools?




