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If pigs had wings next Tuesdayds budzet migint be built upon
Clear headed understanding of three orinciples. The first of
these is that there is no way that cuarts can be poured from
pint pots. Logical necessity cannot bve changed by verbal or
arithmetic dexterity; a goocd bulget spesch will be one that
discloses the truth about the sizes of tune va rious pots at
first reading.
The second principle is like the Liberals affection for free
enterprise in that it is honoured in rhetoric but disregarded
in policy. It is the socialist egalitarian principle -- "“from
each according to his means and to each according to his needs",
Taken to its fullest extent the princizie cbvicusly destroys
incentive and, excest where pedople are forced by ovolicemen to
work, it is impracticable; but the vrinciple, in the hands of
a Farty that professes egalitarian valiues, should at least stop
budget transfers from poor to rich.
The third grinciple relevant to Tuesuay night is honoured by the
Labor Party in anothner context - the environment. It is that, as
ve are trusltees for the future we are ooligeda to handle the present
80 as to protect it. It would be a drave solitician who
specifically denied it.
The Fraser government, and for all I xnow every government since
Adam was a boy, was incapable of making a series of pelicy
decisions, taken over time, that were consistent with overall
fiscal strategy. I often wondered how the cabinet managed thaeir
own affairs, though in private 1ife noune was consplcuously
improvident. I don't think that they cynically set out to cover
expenditure by borrowing against the future but with other pecple's
money they were compulsive spenders. ZLshamed of what tney had
spent, they were not game to g0 to the public explaining frankly
that more taxes were needed,
Although next Tuesday may prove me wrong, tne Hawke government is
showing every sign of living beyind its mesns. The £8,500 nillion
eficit prouised by i¥r Hawke shows an irrespansible disregard for
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tae future. [r Hawke seems to be relying on two arguents to
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h%s §£o£1&m acy - Fraser's legacy ané tne desirability
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welther bears scrutiny.



The full vear effect of tue Fraser government's fiscal policles
IoF:

7ith reelistic tes a budget deficit
of not ,9.6 billion still disgraceful,
but a whole $1,000 millio: g nen is belng represented as
reswonsible now. i vernment are to be the

ublic debt grows,
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e an accumulating ovroblem for future tax payers; last
Yyear's opig deticit 15 -a reaso.. T0x tignter fiscal policy this -
year. 1983/4 will mt be a good year for tie Australian ecoenomy
but because of a better second half and lots of rain it will bve
better than 1982/3%. HFuch of tne improved economic performance
will not feed througih into tne tax base until 1984/5. Just in
time for a Hovember or Deceamber election? This year's deiicit
shoulcd be no bigger then will let the government bucget for a
surplus without increases in tax or substant alAeXpenditure
changes next year when -the government olans to bring tne Senate
ana House 0f Reps electiocns back togetﬂer. iy wild guess 1s about
4,000 million, but tne government should be able to get a reason-
ablc indicative calculaticn,

i fiscal stimulus only nappens vhen adocitional public expenditure
or roduced taxes are reflected in activity ratiaer tman prices.

If tne princiznal factor of producticn (labour), increases its
price {(wages), as it is 1ikely to do under full indexation plus
a few industry settlevents, it will absorb tie entire stimulus
and unemployment will not gzet lsss. iscal stimulus can only work
if prices, including wages, absorb less than the whole stimulus.
It won't work in Austrslia unless accompanied oy a freeding ‘up of
tine factor markets; most lwportantly, reducec union monopoly.
The Hewke government implicitly reco/nised the critical role of
wages by seeking incomes accord with tie unions, but settled for
too much wage rise to be of much help to the unemployed., Around
the world, fiscal stimulus hs: led to inflation ana balance of
payuents difficulties. France's Mitterand exverience should give
r liawke food for thought. Often "Fiscal stizuius™ is only a
vrofligate government's way of rationalising fallure to face up
to tne fiscal reponsibility of raising today's expenditure from
tocay's taxpayer.

It remains for me to suggest ways that are not regressive that

Labor could reduce its budget. HMedicare is an expensive progranme

tuat vill almost certainly increase tue already considerable waste
of overservicing. 1In the end the biggest cash transfers will
vrooably go to “&mlﬂLotfabOfS and doctors, and most services to
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hypochondriacs. Perhaos my exgcectatlons are thosc of an over

cynicel view of huwman nature though Canadian experience lends

my cyanicism support.

The yamily Allowance shnould be means tested.

Public Service superannuation need not oe more generous than

tue private sector.

Thnere is no reason why impecunious families should be taxed to
give free tertiary education to veople who will enjoy high incomes
when tney graduate. Student loans will overcome the problem of
the bright kid who does notl nave rmoney.

Subsidies to TAA and QANTAS end up in tne pockets of the fattest
of fat cats. The airlines are overmanned at hign pay scales.

Both could be sold. So could the ships of tae Australian ifational
Line and the Lzbor Party once promised to sell tne V.I.P. aircraft
fleet.

A communications satelite will primarily benefit fat cats. If in
fact it is justified, private enterprise is well equipped to fly
it on a user pays basis,

Over-generous States Grants subsldise more fat cats. It is too
late to change this year but it might be made guite clear tnat the
stock of '"Whiskers" will give way to plainer fare next year.
Labor has plenty of opportunity to test its egalitarian principles.

If only pigs had wings!



