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By JOHN HYDE, MP

POLITICAL consensus
Aaround a wrong approach

does not ‘make the
approach. correct; it
should. however, be
expected 1o make it
popular.

Labor, who have lomg been
valling for what amounis o a
Keyncsian  stimulus  to  the
Australian economy, are now
suddenly confronted with a

Keynesiun  stimulus  and &
potitical dilemma.
Although they ne doubt

have some genuine differences
concerning the detail of the
Budget, its broad strategy is
their strategy. If they are both
unable and unwilling to agree
or to jump to the liberal side
of the Liberal Party they can
only move toward their doctsi-
naire and unpopular left wing,

The Fraser Government has
captured what was the middle
ground, the Labor Partv, un-
willing to share it, has movéd
over fo the Left and in the
process the middle itself has
moved leftward,

Muany past events, in this
respect like the 1987-83 Budg-
et explain the often remarked
phenomenon that for 3¢ years
Labor huas governed from
the opposition benches. 1 be-
lieve the. phenomenon  also
explains some of the wn-duck
of the lucky economy.

As worldwide recession has
hit the economies of most
nations, they have tried to
cope with it in two broad
ways. Some nations such as
France, Canada and Ireland
have tried to stimulate. domes-
tic demand by public sector
expenditure financed by defi-
cit budgets. . .

Others, of which the UK is
the  best  example, have
concentrated  upon  making
their economics more efficient
so.hat they might béffer com-
pete in world markets and so
that improved productivity will
lift  aggreeate  wealth.  The
British approach involves the
radical restructuring of what
was and in some paris, such
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‘Fraser’s Budget error

gh Thaicher

time for the up and coming. Tt
also is associated with high
levels of unemployment. -

The Canadian for Keyne:
sian  stimulus) approach  in
recent  times has not  been
conspicuously . successful any-
where it has been tried; how-
ever, if a stimulus can
increase  production  rather
than increase prices then in
theory at least it should work
in the short run.

Its efficacy is thus absolute-
ly dependent on some meuns,
other than ihe most efficient
allocation of inputs {ruled out
in Australia’s case by public
sector growth and recent tarife
and import quola decisions),
of controlling costs.

In practice that means a
fall in  real wages. Gross
operating  surplus  of com-
Panies and unincorporated en-
lerprises as a percentage of
GDP s, at 22.51 per cent. al-
ready at its lowest for at least
a decade,

During 1982/83 the
Treasury expects gross
product to faill. Uniess real
wage earnings aiso fall even
mare unemployment is  inevi-
table. No amount ‘of trade-
union  sophistry  should he
allowed to hide this hard and
singularty unpleasant fact,

in response to the now
customary  accurate ; Budget
feaks, Labor might have con-
ceded that we were abowt to
adopt their broad strategy, in-
stead of shifting their ground
to_ demand a deficit * $1,000
million larger than they had
thought ideal.

Not only would the middie
ground have been moved a
lesser way 10 the left, but the
consensus might have offered
the unions a small . encour-
agement 10 moderate their de-
mands — as  might - con-
spicuous wage restrainl on the
part  of community  and
corporate leaders and repeaied
explanations of - the cruel
employment consequences  of
the coincidence of rising real
wages and  falling  real
product,

Only if a UK type strategy
is accepted in  real | product
likely to grow fast enough to-
keep ahead of wage demands
and then oniy after the elapse
of some few years of adjust-
ment. It is a long-term strategy
difficult in the short ruen. Not

many democratic governments -

seem to have the stomach for
it. Even so 1 predict that by
the end of this recessivn the
UK will be looking better
than  Canada, ireland  or
France,
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as steel and railways, still is, a
very flabby British industry.
It sceks Jong-term  benefits
and accepts short-lerm costs.

It has meant a record num-
ber of business closures and
at the. same time a record
number of business starts, It
has been a bad time for estab-
lished interests and a rather
better time for the up and

"wecoming. [t is associated with,
high levels of unemployment, -

The approach adopted by
Canada and others involves
avoiding ihe pain of restruc-
toring  industry. It seeks to
ghsorb theg - recession-induced
slack with public sector-in-
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spired projects. It seeks short-
term benefits and  knowingly
or onknowingly accepts the
long-term cost of poor pro-
ductivity associated with pub-
lic provision of goody or ser-
viges and protected industrics,
it meants. feivér business \;l?—
sures and fewer starts, It is
not 80 bad a time for estab- |
iished interests but a very bad
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