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ADDRESS TO THE METAL TRADES INDUSTRY ASSOCIATION OF AUSTRALIA
SYDNEY

I am pleased to be able to address this distinguished gathering
of manufacturers. Economic debate at present is dominated by
the Budget brought down last week. Today I will try to put
that Budget in context, in terms both of the present economic
outloock and of the Government's persistent anti-inflationary
strateqgy.

But what needs to be said at the outset is that Australia is
on the verge of what could be one of the most exciting eras
of economic development in its history. As a result, we are
facing prospects different both in kind and magnitude from
anything experienced in recent years: prospects, on the one
hand, of potential growth and increasing living standards for
all Australians, and, on the other hand, of problems and

difficuliies in ensuring that potential is achieved. ut then,

as has been said, life wasn't meant to be easy.

On present prospects, the growth capacity of our economy for

the 80s is going to be stretched increasingly to its limits.

This will demand firm and forward looking policies from
Government to make sure that inflationary pressures are contained
and sustainable growth continues. ‘

Australia suffered a series of major shocks during Labor's period
in office, which fundamentally distorted the workings of the
economy. As a nation, we have paid dearly for the wild and
reckless policies of that period: in terms of a lower growth

in national output.and, hence, in our standard of living, as
well as in much higher unemployment.

One of the reasons wages escalated under the previous Labor
administration was that the then Government encouraged unions

and tribunals to seek excessive wage increases. Indeed, the
Commonwealth Public Service was used as a pacesetter in wage
determination. And the A.L.P., with organic links to the union
movement, was not in a position to withstand union pressure, even
if it had been interested in doing so. ‘ :

Over the last weeks, there has been some talk of a social contract.
Of course, the unions reject it because such a contract would
diminish their future freedom of action. The so-called "agreement”
between the A.L.P. and the unions was not a contract at all.

For the unions are still determined to get as much as they can from.

the Arbitration Commission, and as much as they can on top of
that from employers. -
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But in addition, A.L.P. policy, which grants immunity to
unions from penalties for strike action, would effectively
place the union movement above the law. Such an approach
would open the door to the kind of wage escalation that
occurred in the mid-70s. And the consequences of that would
be obvious to everyone here.

Mr. Hayden has demonstrated that he wants union peace at any

price; but the price will inevitably be paid by all Australians.
The A.L.P./union document merely creates expectations that the
Labor Party will comply with union demands. It was such a policy
on wages, agreed to by the last A.L.P. conference, and binding .
on all members of the Part-, that Mr. Wran called "a hotch pobtch',
and Mr. Hawke called "a gutless sell-out to the left". And as '
one of the major newspaper editorials reminds us this morning,

Mr. Hawke let it be known "that he felt that he had been 'sold out'
and that Mr. Hayden could not be trusted”.

Bill Hayden says he has a "special relationship with the trade
union movement". That is true, he has - like the special
relationship that exists between a ventrilogquist and his doll
- a slight twist from the left wrist and Bill's head nods up
and down. ‘
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nas taken time to reduce the distortions created by Labor
1¢ bagin to restore the conditions in wnich the private seactor
an expand with confidence. But five years of conczntrated and
‘sistent effort is now beginninrg to pay off. Let there be no
stake: even today, our inflaticn rate gives us no ¢rounds for
m~*aﬁean, but it has improved in absolute terms, having been
educed from around 17 per cent in 1975 to Jjust over 10 p=sr cent
importantly, in relative terns, from nearly
Lastar than thz O0.E.C.D. averacz in 1973, to
nts slower than that average during the past
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Last year, when most O.E.C.D. countries had higher external A
trade deficits, Australia's was sharply reduced. That external
improvament has allowed the Government to brirg the expanded
official overseas borrowing programme to a success
But, mcre importantly, to both this audience and th
a whole, the improved international competitivenes
industry is now permitting increasaed exports over
This 1s reflected in the figures.

country as
of Australian
i

rose by 33 per cent, and the
40 per cent. But the
1 competitiveness has also

The value of our exports last yearxr
value of rural exports rose by over
increase in Australia’s internation

et}
S R

catlv assisted other ey exports.
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Over the lasi twwe
years, exports of manufactures are estimated to nave increaszd
in real terms by no less than 23 per cent, showing guite clearly
that Australian manu:a”tuxlng incustry can compete successiully

against international competition.

This ewpansion has not been confined to the processing of our

natural resources, important *houﬁh that is. The value of

exports of machinexry and transporxt equipmmﬁt, for example, rose

by over 50 per cent in the last two years In short, the most
effective export incentive providad by the Govearnmant has been

the improvemsnt in international competitiveness which our pOlJClCS.

have brouaht about. That improvezment is also contributing

importantly to the upsurge in invastment in Australian industry,
including investment from overseas.

Last vons, identificd foroign invostment in mastralian anternrises

was ovar $2,500 million, more than $500 million nigher tnan for

the same period a year before, and almost double the level of

two years ago. But the beﬂ;flL” 0f reducing inflation are not

limited to improvement in international competitiveness. A lower

ratc of inflation, and particularly inflation of wage costs, is

central to improving profitability.

J

nt, and the estimated 16 pexr
ng surplus in 1979-80 is
improved profitability has:
employment and an upsurge in

There is a necd for such LﬁprO‘e
cent increase in companies' operat
t
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welcone. It is no coincidenc
gone hand in hand with both hig
expected investment.
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Those who deride higher profits would do well to remember o
that without profits there can, in the end, be no jobs. In July
this year, on figures released at noon today, 212,000 more people
were in employment than was the case a year ago. And this is a
record increase over a twelve month period. And prospects are
good for a further rise in employment this year.

come partly from investment in the major resource-
' s now in tradin, inclucing : all uzon othe
industries for supplies of matcr'als and cqulpment
:ast the industries chiefly represented here today.
rospactive invesiment surge is not confined Lo resourca
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The statistician's recent survey of expectations of business - f
fixed investment in 1980-81 suggests strong growth, in real

terms, more or less across the board, with nearly every section

of manufacturing and tertiary 1ndubtry e\pectlng a strong
investment rise as, of course, doss the mining industry. This

is consistent witnh the very strong outlook for investment
reflected in other surveys of investment intentions that are less
specific as to timing, but which in a more diffused way indicate

that the expected streng increase in investment in 19338 0 8l is -
ikely to be only the beginning of what we must now call the

izcade of development.

But we must not rdise our chances. We must not fritter

eopa

away our opportuiltles through the illusion of 'quick-fixes'

offered by irresponsible policies. The realisation oi our

sotential as a nation is dependent upon continuing firm fiszol

end monetary policies. And without avprogrxﬂtc resistance to

crowing pressures for excessive increases in-hourly wages, this
g

gotential could be sguandered. For it is not additions to money
wages, but increases in the nation's prodhctwvc capacity that
llow us to raise living standards in any continuing sense.

So far as the immediate outlook is concerned, it is not merely
investment that is on the rise. Looking at the economy as a

whole, there is a major contrast with last year, waen, particylarly .

in the first half, external trade contributed most to the improved
level of activity.

This year, domestic demand is set to provide most of our growth,
which the Treasury predicts, will be somewhat faster than in
1979-80, making it the third year in a row when growth in real
non-farm cutput has improved. All this is coning at & tine of
lictlie or no growth in the O.E.C.D. ar=a as a waole, and whan
two. of the major industrialised econcmies of the world, the U.S.A.
nd Britain, are in the grip of recesssion and when most other:
“vstorn economies are seriously flagging.
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it that, in these difficult times, with the exc eptlon of
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ngthening in business activity, more or less across the

o

E I put it to you that Govecnrent policies provide much of -
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motor vehicle industry, the Australian economy 1€ experiencing -
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@ consistent application of rc:ooﬂ51b]e polwcwes nas reducad
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the JnchLalnL§ attached to private c151on making and

im p:ovac significantly the underlying condiltions in which the
orivate sactor operates. We recognised the need for such pelicies
Tive years ago. This 1is now begirning to be recognised world widsas
Tha economnic survey of Australia, published by the O0.E.C.D. last
rmonth, vointad cut that, '

T m:n~jm:9:* of the Australian economy has remained
ed sinc te 1975, when the authorities
iy ‘ © aporoach whilch, through
hl . Pal *.
.. IO

moan oy

5y ancas impeding a retualn
nile t onary growiir over the medium texm".
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The 0.E.C.D. went on to say .that the,

"Leval of competitiveness is now much higher and real

unit labkour costs slightly lowsr than in 1975, and these
conditions seam to be reflected in the recent strengthening
of mamufacturing outout, investwent and employmant ovar the
last 18 months oxr so". '

A key element in cur policies has been the restrairfon public
{ spanding, and on public sector calls on financial markets,
d through the Commonwealth Budget.
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75-76 and last year, Comronwealth Budget outlays were
om about 30 per cent of G.D.P. to about 23 par cent

2t deficit from r“ﬁr1“ 5 por cernt. of G.D.
The Budget presented st Tuesday 1s frams
nificant reduction in thg total budgat de
1 per cant cf G.D.P., and to a point wh
e
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irms the ability of the Government to back its economic
ions with action. We are paying our way again. This
nts a significant achievement in fiscal rssponsibility.
uqot deficits are a goal which is embraced almost
unlformly by the governments of industrialised countries. But
few countries have achieved as much in this respect as Australia.
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couxrse, central to achieving this is the ex

a0l i sponding. Last vear, gpublic sector 5oan
tributed divacily less ithan ona-tuarter of cent
wth of over 3 per cont in non-farm produrt, strating
arly - to those who still need any such demonstiration - that
econcity 1s quite capable of gaining strength without a so-
called 'stimulus' from the public sector.

Of course, our political oppronents still pursue the discredited
line of arguing for rapid expansion of the public sector.  Up
until last veek, they were committed to $2,000 million in five
areas of expenditure alone, and this flgurc does no ¢
account more than 250 oLh“r unco:tmd exp nditure pr




But then Mr. Hayden went on the ABC programme, 'A.M.', and made a
further commitment to raise pensions to 25 per cent of average
weekly earnings. Even though pensions, as a proportion of average
weekly ear nings are now almost the highest thev have ever been,
the commitment by Mr. Hayden to 1ift them to 25 per cent of
average weekly earnings would cost as much as $500 million. And
the further commitment, which he gave, to raise them in the long-
‘term to 30 per cent.of average weekly earnings, would represent.

a further cost of more than $1,400 million. Ln,s is merely a :
recycling of past Labor failures. , ) %
Labor spending proposals could only be funded through massive
increases 1in taxation, and Labor have already threatened us

with that; or a massive increase in the size of the deficit.

And we can only judge them by their record. 1In the year to
March 1975, award wages for males rose by almost 35% and for

females by over 40% - increases that would normally take many
years to earn through increased productivity. In one year,
under Labor, Commonwealth Budget out]ays rose by 46%; an increase

‘which exceeds the total increase in Commonwealth Budget outlays

of the first four Liberal Budgets.

It takes a long time to pay
off debts, but we have managed to balance the Budget on the
dommestic side. In today's conditions, reducing the demands made
by the public sector is essential to the growth of the economy
as a whole. It is because of this growth that the Government has
been able to increase its assistance to business, and meet its
commitment to those in the community who, through no fault of
their own, need our help.

The challenges of the 80s will call for new responses from the
business community. That is why this Budget provides for: a
20% loading to existing depreciation rates, an increase of 20%
in-the funds for the export expansion and market development
programmes, an increase of 55%in funds available for - industrial
research and development; which includes an increase Of over
509 in commencement grants which will encourage small and
medium-sized firms to develop a research capability.

A major initiative, designed not just to assist small business

but for the benefit of all self-employed, is the new tax concession

for superannuation. It applies to the self-emploved, and to any
employee who is not covered by a superannuation scheme funded

by an employer. And contributions up to a limit of $1200 w1ll be
deductible from assessable income.
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New initiatives in last week's Budget reflect the concern of the
Government for the paradox of high youth unemployment co-existing
with the growing shortage of skilled labour. Because of this,

we announced in December 1979 a five year, $250 million
school-to-work transition programme, in conjunction with the
States. The Budget provides a 22% increase in funds for
apprenticeship and emplo-ment training programmes, and we have
also introduced a tapered income test for unemployment benefits
in order to _provide more incentive for unemployed people to
part—-time work.

The Buigait's initiatives under the Conmonwealith Manoowar, Tralnlag
and Youth Support Programmes mean that by the end of this

n p
financial year, about 800,000 people will have bon 4Ss513%
ve came to office, through the range of Gove
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Regrettably, many of the young people for i
exist are products of an education system w
as placad too much emphasis on academic qu
= 2f those whoss 2
ional directions, espzcially those requ

2 I+ is essentially the respo
stralian schools to develop the qualities and
tralinn studantz; to find comething that each
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doupt very much whether many of our schools are meeting thatc
andard now. To th= extent that they are not, I regard the school
m as failing many thousands of young Australians. T think
would gabt a hattor result from cur school systen ingiand of
saying, 'these youny people have failed in school ', we put it
correctly that school has failed these young Australians because
it has not found somathing that each can do well ~ something to
give each of them a satisfying and rewarding life when they leave
school. ' '
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The Government is dedicated to minimising the difficulties faced
by young people in sceking employment. And, in thils and other

areas, the Budgeit provides significant reforms to assist those in

" need.

These include, an increase in the handicapped child's allowance,
which will provide improved assistance to 27,000 handicapped
children; a national employment strategy for the handicapped.

In our first Budget, we introduced triennial funding to eligible
organisations to provide more certain and effective help for
handicapped persons. In the last three years, the funds that we have
made available through this programme have increased by almost

80%, in real terms, over the levels that operated in the three

Labor years. :

Other initiatives in this Budget provide for an increase in the
allowance for dependent children of pensioners and beneficiaries,
which will assist 560,000 children, the removal of the six month
waiting period for supporting parent's benefit, an increase in

the mother's/guardian's allowance which will benefit about 190,000
single parent families, and the extension of the right to ‘
pensioner health benefits to eligible sickness beneficiaries.

.../8
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These initiatives demonstrate that the hard decisions requlredh
in the last four years, to secure sustainable economic growth >
have not compromised our commitment to the disadvantaged. But this

commitment can only be maintained in an economic environment in which

the private sector is encouraged to expand. That is why the
Government is concerned to see that this expansion is not frustrated
by inappropriate wage structures. This is especially so because

the wage tribunals have continued to hand down decisions ‘ :
inconsistent with the needs of the economy, as well as harmful

to Lne needs of tnose who are seeklng JObS

Through the wage 1ndexatlon process, and the contlrued spread
of so-called "work value" determinations, wage triburnals have
brought us to the point where accelerating wage inflation begins.
to constitute a major threat to the economy. In resisting thesei
wage inflation pressures, the Government is playing its part, &

“and will continue to do so. But employers also have an 1mportant

responsibility to resist such pressures.

I therefore wholeheartedly endorse the M.T.I1.A's ¢
against the Metal Industries Unions' destructive ci

. a1m

a 35-hour weak. The metal industries have already stuifered
sharply increased labour costs as a result of the "work value"
round and Ltwo sizeable national wage increases in January and -

July this year; decisions which have added more than 14 per ,
cent to the award rates of pay in these industries in the space

1

of jusi nin2 months.

A reduction in the standard working week to 35 hOL would add
to hourly rates of pay and raiss labour costs still furtu:f.
Even Mr. Hayden earlier in tha vaar oro03al the nrscoinl - 2
J3-nGUuT weer. Bul Jaucus soon versed this sparii of

1=
responsibi 1ltj, and Mr. Hayden supported the proposal in
Parliament.. :

The proponents of the shocter working week are cleeo estly
parading it as an unzmployment ralief scheme. IT 15 palpablo
nonsense to say that a~measure,wn1ch would raise labour costs
would reduce unemployment. On the contrary, by undermining the
profitability and international competitiveness o”ql-cuﬁt:y, it
would put more people out of workx, and I am tempted to assect
that this is indeed an objective of some of its more prominent
advocates, who are much more intzrasted in fostering disruption
in our econoxy and our society than in working for the goed of
those thay purport to represent.

auctyalia has entered a decade which has a potential for economic
development unparalleled in oux history. The developmant that
15 1n FL(Spect demonstrates the faith the private sector has in
the fubture of the Australian economy. That faith depends, to a
large dnjree, on the belief that we will continue to implemant
our eccnomic strategy. And beating inflation is still the key

to that strategy.

The Government will not allow a small and disaffected mincrity
to destroy our prospects. The 1980-81 Budget, in association
with an appropriate monetary policy, and with the co-operation of
the vast majority of Australians, employers and employe=ss, ig
directed to ensuring that those prospects are realwsed ~Against

that background, I commend it to you.
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