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. "TATEMENT BY THE PRIME MINISTER, MR. E.G. WHITLAM, (0.C.,M.P.,

. MDD BY THE MINISTER FFOR OVERSEAS TRADE AND SECOWDARY INDUSTRY,
PR. J.F. CAIRNS, M.P., WEDNESDAY 18TH JULY, 1973 AT 7.00pPM.

TARIFF REDUCTION

Y

1. The Prime Minister and the Minister for Overseas
Trade and for Secondary Industry today announced a decision
taken by the Australian Government for a reduction of 25%

in all tariffs - each tariff will be reduced by % of what

it is now - excluding revenue items and anti-dumping duties.
This reduction which will apply forthwith, is designed to
restrain price increases by increased competition and by
stimulating in the short run a sufficiently large inflow

of additional imports to help.meet pressing demand. Action
to combat price inflation through tariff action was clearly
forecast in the Prime Minister's policy speech and has
recently been urgea upon the Government by Trade Union,
pfimary production)commercial and industrial éroups. The
Government has also decided that in future by-law adminis-
tration will be more flexible. The reduétion is to be
combined with an ambitious program of assistance to employees
and firms who may be adversely affected by the tariff
reduction.

2. The decision followed unanimous advice from a
Committee’hhich was appointed on 27 June and reported on

15 July. It was chaired by Mr. G.A. Rattigan, Chairman of
the Tariff Board and comprised Professcr IF.H. Gruen,
Consultant to the Prime Minister; Mr. B. Brogan, Consultant
to the Minister for Oversecas Trade and for Secondary Industry;

Dr. S.F. Harris, Deputy Secretary, Department of Overseas
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Trade; Mr. J.C. Taylor, First Assistant Secretary, Depgrt—
ment of the Prime Minister and Cabinet and Mr. F.A. Bennett,
First Assistant Secretary, Department of Secondary Industry.
The Committee's report will not be released at present
because it also deals with matters affecting our trading
relations and makes some comments on budgetary strategy. It
will be released with the Budget papers.

3. VThe justification for the general reduction of
tariffs is the excessive r§te of inflation which now prevails.
Inflation is harmful to every Australian. Action nust be
taken to reduce its harmful effects with the least delay.
Inflation can be offset by an increase of supply of goods in
~Australia. The most readily available source .of supply of
goods is imports from overseas. Whilst it is expected that
imports will increase in the next few months, because of the
high level of tariffs the increase would be insufficient to
help combat inflation. Consequently the Government has

decided to reduce tariffs so that imports may increase in

the short term to help meet inflationary pressures in Australia.

4. The tariff changes will have a direct impact on
import prices of'approximately the same order of magnitude as
a revaluation of slightly less than 6%. Increased compet-
ition in Australia will have a salutary effect upon those
who have taken advantage of shortages by unjustified price

increases which have exploited the public. The Joint Committee
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Prices will be asked to ensure that consumers get the full
benefit of these reductions as it is already doing by its
present inguiry on import prices. The earlier reference

to the Committee related to the revaluation of the Australian
dollar in December, 1972 and other relevant currency changes
.in 1973. The Government is similarly determined that import
prices respond to the tariff reduction.

5. The increased imports may affect production and
employment in Australia. A Tribunal is being established

to immediately hear appeals from any firm or company which

" may be seriously affected by imports. The Tribunal will be
'authorised to immediately recommend appropfiate assistance
either to bring about changes for a firm or coﬁpany or to
restore the tariff level which previously protected it.

Any person who may lose his job as a result of these changes
will be entitled to receive, as special readjﬁstment assist-
ance, a weekly amount equal to his average wage in the previous
six months until he obtains or is found, suitable alternative
employment. Such persons will be offered retraining for new
and better occupations if they so desire. The Government

has provided $25m to cover assistance which may be necessary
as a result of the tariff changes. The procedure for provid-
ing assistance required as a result of these changes are set
out in a separate statement which is attéched.

6. While these changes cén he expected to require some.

workers to move from onc employment to another this must be
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seen against the existing high level of unfilled vacancies
and rising employment opportunities. The Governwoent is
confident that most of the employeces who may be affected
will gain from the assistance provided and from the new
opportunities which will be created. 1In making this
decision the Government is conscious of the urgent need

for some major steps to deal with inflation. It has

adopted these changes as part of a complex of neasures

some of which have already bean taken and others will follow.
These tariff changes will assist in the fight against infla-
tion in the interest of the nation as a whole and at the

same time the Government is confident that losses which may

" affect individuals will be adequately offset by readily

available assistance.

7. ;his decision represents a major step towards
implementing the Government's objective of support for
moves to liberalise inte:national trade -- moves which in
the long term can only strengthen the economieg bf the
trading countries of the world. Consistent with these
objectives the Government intends to implement its inter-
national commitments, which are of principle concern to
New Zealand and Canada, in the context of the new tariff
structure. Furthermore, the scheme to aid developing
countries, announced by the Minister for Overseas Trade
and for Secondary Industry or 3 July, will be implemented
and existing and future preference margihs will be lowecred

from the new general tariff rate.
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PROCEDURES ESTADBLIBHED FCR PROVIDING ATY
SPICIAL ASSISTAINCY RUCUIRED AJ A REIULY CT

4

THs MEASURLS TARED 10 IU 'ii SASTD IFPORTS

¥ Cn the recommendation of the Prime Mini

and Minister for Cverseas Trade and for Secondary
the Government has established a Tribunal to exa
report on requests for relief for the measures t
increase the demand for imports vhere a domestic
being seriously damaged by the tariff reduction.
tribunal will be guided by two basic principles;
recommendations should be compatible with the lo
objectives of assistance to industries, and it
provide relief as a matter of course - that is,
because the question of relicf had been referred
The Government has also decided that there shoul
established an effective range of adjustment ass
measures vhich would be available to assist in' t
vnere the Tribunal felt that some assistance was
it that restoration of the duties in whole or i
vas not a suitable necns of assistance.

If the Tribunal vere to recommend relie
readily hy raising, perhans to their former leve
individual tariffs which have just been.reduced
of a general tariff cut, the purpose of the init
cut would be largely frustrated. The desired in

imports resulting fromihe tariff reduction would

~nd the desired increase in argregate domestic su

vould not be achieved. In other words, the anti
indle tlorary impact of the oricinal measure voul

gseriously vweakencd. -
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If the Tribunal were to provide relief (purticularly

in more highly protected industriec) not by raising tariffs

\

previously reduced, hut by other measures - such as
compensation payments - the problens d=cribed ahove could
be partly avoided. 2IZut compensation paymentz or other
direct subsidies to a particular irdustlry could have
vndeciravle side effects, particularly if those payments
vere not made conditional on some adjustment by the indusiry
concerned to the nev situation. Tor example, compensation
bayments, if they are equivalent to the tariff 'subsidy!
they replace, could continue to supvort the use of

recources in activities which ore high cost; 1in these
circumstances the'gain to consumers of tie action proposed
would be a2t the expense of taxpayers. In cases where it is
evident that the industry could, with assistance; adjust

to the chahgod circumstances of imbort competitioﬁ (and

of protection), it would clearly be in the interests of

the commuﬁify és 5 wnole to prefer zdjusimoent assistance to
restoring the high rates of duty.

In summary, therefore, if relief from eny effects
of the general tariff reduction is provided readily by
parvially or wnolly restoring tne tariifs previously
reduced, particulsrly where the previous tariff was high,
the otjcectives of the initial tarifi rcduction uill tend to
he frustrated;v and if the relief is readily provided in
ways wnich do not induce gome 2djustment to the new situation
by highly protected domestic manufacturcrs, that relief will
tend to be inconzistent with the long-term objectives of

rrotection policy.




Adijustment Assistance

dvents such as a currency avpracintion or a tarilf
reduction can bhe to the overall benefit of the nation as a
whole by malking nore goods and gservices avallabvle to the
Australian people, by helping to restrain yprice increzses
and by improving the allocation of our resources and
efficiency of our industries. Thesce benefits, however, may
involve some cost in the form of reduced business
opportunities for some firms and the need for changes in
enployment ard perhapz location Tor some individuals.
“hilst the benefits are enjoyed generally throughout the
economy, the costs may tend to fall on a small minority in
the community.

In such circumstances, it is inequitablﬁ to «llow
the cost to fall on any narticular group - cspecially when
the changes arc brought cbout by a conscious Goverament
decision, Kore importantly, it is socially undesirable
for the cost to fall on grouns in the community which are
likely to be less nrivilescd than the najority or on to
individuals which do ﬁot heve the opportunity or the
capability to adapt recdily to the change in circumctances.

A vositive apwroach is necded for these human and
economic problems of struétural =nd technological change

which reflectes a

I

renuine understanding ol the non-econcnic
as vell as the economic costs to those affected and which
in consecguence cannot be too finely calculated. In the
absence of eifcctive action to counter them, they will
continue to represent a real impediment to desirable and
beneficial changoes.

With theze points in mind, the Hinisters for

_Sccondary Industry, Lohour acd focial Sccurity cstablished
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an inter-departmental committee to ctudy nezsures nceded

to facilitate desirable structural changes in the
Auetralian ecénomy. This inter-departmental committee will
be recommending a long-term approach to struciurul change.
This will include:

assistance to employces;

'social security mecasures;

assistance to (firms.

The short-term tariff changeé now talken will
precipitate the need for immediate adjiustment assistance.
Because of the importance which this Government attaches
to the availability of adjustmeit assistance it has

anticinated those elements of the long-term program that

could he developed cuickly to assist in adjustment to the

proposed tariff changes.

Assistance to bBmplovees

Such assistance will bhe given through the cxisting
services such as the Commonvealth Imployment Service with
zppropriate strensgthening and augmentation ~ such as the
proposals already outlined by the Iinister for ILabour in
hig statement on manpoiuer policy.

The measurceg which will be applicd include:

Grants to individuals to neel relocation expenses

vhere the C.7.Z. 1is able to offer emnloyment at a
different location.

Re-troining assistance to those suited by age, health,

etc., including guarantecd minimum wvoges during

re-training, payment of training feeg and related

transport costs includins liviang-away from heome

allowances where nccedcery.




Incentives to firms to train or re-=train staff

rendered reduncéant by tarifi changes.
The Government has decided that an initial
allocation of 55 million could properiy boe made for

thecc purposes.

social Becufitv lHeasuros

Additionel social security moésuros may also
be needed for several rurposcs. In order to ensure
adeguate incomes for those temporarily displaced hy the
tariff change, the Government has decided it would be
desirable for them to be paid their average veelily wage
over the preceding six months for = period of up to aix
monthe - or until they are oficred sultable altcrnative
employaent,

Where special local unemploymnent problems are
causcd by the tariff changes, special local uwnemployment
relicf grants will be given in a fori gimilar to the rural
and urban unemnloyment rclief schemes nouv bheing phased cut.

To provide adeguate incomes for those memberé
of the wvork force ho becone redundant in advance of normal
retiring age as a result of the torifif change and are
unlikely to find suitable employment bécap:e of age, health
or physical hendicawns, the Government will make provision
for early retirement henefits such as full supcrannuation
entitlements, retirement grants acd carly retirement
allovance,

To minimise zocial problems for vorkers =and

)

families affected by the tariif changes, Tamily couwaselling
cervices will be provided.

These measures will be impleomented throvgh the

5]

Department of Socizl ELecurity. The Governrent hao:
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decided that an initial 2llocation of 10 million =i
he made for this purnosc.

Loaistonce to Indusiriecs and Mirms

Forms of adjustment assistance which should be
congidered by the Tribunzl in relation o industries

afTected by the proposed toriff reduction include:

. Rationolization acsinstaaca to encourage, when
approprinte:

. changes in an industry's structure
(i.e. numbers of entarprises or
establishments )

. changes in patterns of production
(e.g. greater procduct specializztion
or diversification into new areas of
production);

. investment in new cquipment;

. changes in the loco ulo“él structure of
and industry ond changes in the
indvstrial structure of an affected
region.

Such asgigstance may be provided in the form of

prants, loans, loan guarantees, "or a combinavion

of these. OUnce its new legislation hos becen

nassed, the Austrolian Industry Development

Corporation may bhe vble to asscist mergers uwithi

dustrics.

. Comnenazantion to firms for clocure, givern waen
i L 0

particulor establic Tmonts cannot remsin in

production through zome Torn of rationalization

or other adjustment. ‘hen production carnnot be
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continued eificiently, the cstablichaents

concerned chould be closed, ox the incfficient

nrocecé snould ceaze,

The lona-~term scheme uncer develonment for
acdjustment assictance to industrics and firms will be

b

administered by an Adjustmeny Ascistance Board cmoovered

to grant gcpecified forms of agcistance from a pool of Tunds
aperoprisnted for the marvoze, Lpplications for assistance
arising out of tariff changes are expected to be an
important »ort of the Board's activities.

"The Government han decided that an effective
means of rendling. this asnect, pénding further development
ci the longer term preposels, 13 for the Interdepartmental
Committee on Ztiructural Adjustment (acting in concert with
the Tribunzal recponsible for recomnending vhen adjustmont
assistance is spproprisite) to administer assistance to
" firms affected by the proposed tariff changes. It has
decided Turther that an initizl allocation of 310 million

will be ircluded in the 1973/74 budget for this puirnose.

A prima fecie cose for reference to the Tribvunzl
could hce cotabliched if on industry claiming toe be aiffected

hy the tariif chonge can demonstr

(J

g

. that the fiT?S.CO“WLiSlﬂ” the industry uvere
viable prior to the elfects or likely effccts
of the tariif chance beins recommended; and

. that terifll chenge i counsiag or hos cauvsed
cerious injury affecitins vinbility of the firms

or the jobs of thelr emuloyoes in such a vay Qs

to cauce hordshiv or 'hisn' social cost,



PR 80

. the effects of the tariff change cannot be

avoided or offset by action which the industry
self mizht reasonably be expected to talke

. the affected firms within the industry are
unable to obtain financing needed to made
necessary chenses on reasonable terms and
conditions {rom commercial sources without
Government bacling.

Procedures for Revieuins Recuests Tor Asaistance

The following general procedurcs have been

)

establiched for reviecwing rdouests for aszistance from
induztries or por ong employed in them:
(1) Requests for assisitance should be subnitted
by organizations representative of the affected
employers and employces. ft ould be
urrealistic to allow for the submizsion of
requests from individuzls or single firme,
and at the came time to expect careful but

speedy revievw of those recuests.

—
ro
~

To ensure cxpedition and consistency of apnroach
~and result, the existing inter-departmental
machinery for servicing Cabinet'é consideration
of assistance to industrics will be the vehicle
for co-ordinating the work of the relevant
cepartments on requests for refeorral to the
Tribunal,
,(3) Recuests for acsistance should be nccompanicd
by the data vhich would be required by the
Tribunal to asscess damege, and by the Inter-

departmental Committee on Utruoturnl Adjusinent

to deal with questions of adjustmont aszistorce,



The data reguired will be gpeciiicd in a

cuestionnaire.,

(4) The Tribunzl zhould submit a report on a
reference within 60 days of receiving it.

This renort should contain advice on:

. vhether e industry or persons emnloyed
in 1% have been, or are likely to be,
seriously damaged by the general reduction
cf tariifc; and, if . so,

. the form of assistance (that is, by
tariff action cr adjustnent assistance)
uﬁich should be given to the indusiry or
employees.

(5) If, on the evidence available, the Tribunal
considers that adjustnent assistance should

te recommended, the general nature, extont and
likely cost (to public revenue) of the adjustment
assistauce will he identified by the Inter-
departmental Committce on IUtructural Adjustment.

If tariff action is regommended, the Tribunal's

report will rccomnend its form and level.

(6) The Tribunzl will submit its reports to the

Prime Jinister, and they will be published at

the cempe time as the decicions are announced on
their recommendations -~ including the gencral

nature ol the decisionz on cdjiustiment agsistance,
if that form of reliel is receoimonded.
It will be noted that this timetablec vill recuire the

Tribunal. to decide on the cuestion of dormngpe within zhout

threc veeks of recciving the rcecuent for aogistrace and,
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of action o5 iiell as the notential economic benefitls
(For the commwmity), and the capacity o use the rooources

of wclevant Govornment institubions to

n

arvice the

Tribunal's advice. Hith these considerations in mind,

1 .

it has heen decided that iir. D. ichride hes the

EEY

recuired balence of siills ~nd exporience and vould
rrovide dicintercsted advice on the potentinlly devisive
1zzues confronting the Tribunzsl, e will therofore he

anveinted a2 the Tribunsl.

4

Az nentioned earlier, the Tribunal will report

on vhether thore iz any necd for asaistance, IT it
vl .

}.J.

coasiders that aznictance is resuired, it will recormnend
either a restorstion in port or vwhole of the origincl
cutices or that relief should tilie the form of

Qs 1 S iy e
adjustnent assisvanco.




