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It is a pleasure to again.visit South Australia and a particulay !
pleasure to be able to address this ¢gathering of menbers of the ]
South Australian Chamber of Commerce and Industry for it is {
to a significant extent in your hands, the hands of private i
enterprise, that Australia’s economic prospects =~ and those !
of this Btate - rest, ;
t
I am aware that economic recavery in South” Australla has not E
been as robust as in some other States but there asre now signs X
emerging of a private sector revival. In parxticular, the loss
of jobz that ocecurred between 1977 and 1979 has heen arrested
and the number of ewployed has hegun to idncresss. The econonmic
vroblems of South Austrzlia have accumulated over a nunber of
vears, and cannot be remedied overnight, The most important
reguirenent for Goverpments-in achleving a higher level of
econcmic parformance in your State « as elsewhere ~ is to
pursue policies that will create a stable economic environnant
in which husinessmen can-confidently make decisions necegsary
for economic growth. '

.
vour State Government, under David Tonkin, has récognised this

need, and has taken active steps to put such policies in place,

In particular your Government has recognised the need to restrain
its own camand on resources, to control its own spending, hold

back the growth of its receipts, cut back on bureaucracy and to
create s pozitivae and encouraging environment so. that private

sector developmant ¢an occur., In that, its policies are four-square
with those of the Commonwealth Goverament,

21l of the econonic decisions of the Commonwealth Government over
the past six years - our budget strateqgy, monetary policy, industcy

4
polley, our eceonomic policies in all awveas -~ have been guidad by
one general bhelief. That is, that individual initiative and
private enterprisze are the well-spring of groutlh and prozparity,
the source of growing roal incomes for &all rustyalian famildss, .
as well as the main ingredients in the attainment of zconomic
frazdom, without which trus political Irecedom camnolt exist, This
belief - this basic philosaophical prineiple - has a firm basis in

reality.




Politicians and bureauvcrabts cannot know what people really want.
Government cannot rxeoslace the information trensmitted through
market prices whioh reflect individuals'® preferences, and the
incentives provided by opporiunities for profit, And even where
the market imschanism is sald to "fail" .there 13 no guarantee .
that politica)l or bureaucratic decision-making can do any better.

“This is not to deny the ezistence of an important role for —
Y )

government. It clearly has such a role in providing defence, law
and order, and social welfare; in creating the basic elements of
the sort of society in which Australians wish to life; and in -
establiohing the basic framework within which competitive frase
enterprise can exist and flourish for the benefit of all.

wthile it is not possible to define, with any precision, what the
appropriate limits to government should be, there must be limits,
and they should be more narrowly drawn than many governments, here
and overseas, have previously recognised.

I believe Jt to be no e"uggeratio Lo say that it was in large
measure < failure of governments to recognise those limits, .together
with a failure to recognise the inappropriatemness of Meyneaian -
deficit financing in the post-war circumséances that lies at

the base of the world-wide slowdown that still pexsists today.

To be sure, the o0il shocks of the 1970's played a substantial

role in finally bringing on the recession but inflation was

already endemic by the late 1960's already undermining private
sector confidence. Government intervention was already reashing

far beyond its appropriate bounds.

In Rustraiia, these underlying proplems were compounded by the
economic policies pursued between 1972 and 1975. Can anyone
forcet the almost unbelievable 46% increasa in governmant
spending that occurred in a slnqle vear or the $3.5 billion

‘Qeficit in 1975/7s6, some 5% of GbP, and which would have heen higher

but for spending cuts we introduced on taking office? The
government of that tiwc failed to undexstand that rapid grouwth
of government spending and massive budget deficits prowmots .
inflation, undermine business confidence, and steal away the
resources nesded for private enterprise growth.

And it cor Wuunded the damage it caused by creating a sense of
inptability and uncertainty in policy. There were large and
exratic changes in the exchenge rate - & sudden, maz2sive ang
ill-considsred cut in tariffs, a severe credit sgquegie and
continuing uncertainty in policy relating to foreign investment,

although aAustralia still bears some of the scars of thoss vesrs
of economic mismanzgement, Australia's prospacts have changsd
1mneasurabx3 in the last six yesrs, fThey have changed beooxuse
the present government has put into effect an approach Lo
governmant of & staly difigrent kind.
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Our approach recognises that in order to rsduce inflation it wus

necessary o wind back Goverrmment spending, to eliminate

deficits, to cut brok on wasteiul hureaucracy and to
eradicate unnecesgsary and counterproductive regulation,

This had to be dones tc restore private sector confidence

ang’

give private enterprise the xoom and the incentive to grow.
The improvements that have occurred in the Australian economy:

¢he creation of some

two vears, the strongest growth of business investment

300,000 new private sector jobs in the last
in over

Budget

three decades which occurred in 1980/81, and the further strong ...
real growth in investment and GDP that is expscted to continue
in this financial year, have all cccurred despite a more prolongad
slowdown in the world economy than many had predicted,

Indeed, Auztralia'e

economic performance stands in stark
contrast to thags of most of the world's majoxr economies.
we have been able to swim againest the internationsl tide

has

only been possible because of a combination of gound overall

economic management policies,
sought to maintain a

other policies which have
strong, profitable manufacturing sector,

That

and our ¢ood fortune in having substantial resource endowmants,
espacially of coal and other energy materials.

BB a nation Australia can have a xole as onie of the very few
sreat epergy giversg to the world, a role which i3 not only

of value ta the world economy and to ovrselves, but even more
nations whoae future

20 to the people of enexrgy hungry
depends so0 much on obtaining supplies of eneray from othsar
Because the wWorld siowdovm 1S
in oil prices, a positive incentive
in the development of Auestralia's

countries, such as Australia.
in part caused by ths rise

has been creatzd to invest
nen-oil ensrgy resourcas, And b
pricing policy for oil,; the sear
to reduce our dependsncy on ovay
dramaticatly.
The benefits of these developnan
- resource industries, they havefl
the economy, and aras reilected i
styongly growing retall sales, a

It npeeds to be recoynised,
ouyr regoni soonomic periormance,
in som2 measure
of the

=1
in the lonyg xun contribute significantly Lo growlth and
. . . > . - - ~ ¢ 4
prosperity in Australlia, also mzansg that the  yaits at whach
va progress is significantly influenced by trends 1 overs2an
rarkets, especislly in the countrics thabt axe Owr major tradan
3 . Pover o Ads sieeacagdl
partners. Ths larg & investmont SCaUIZIng 8T Ol MLmENt
is in part taking p in anticipation of a yecovery {xom
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however,

for dopestic 01l roserves

h

“influenced by actions we take on our own account does
or: world economic conditionsd,

not reatyicted to ¢the
rough to all zectors o
r ipvertment in marufsa
caga2d xeal incomes.

that the maintenance oif
while it can be significant
depand
The openness

D

Australian economy to trade and investment flows whic
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s onomies is of
substantsial concern to the attltudes angd
policles over thes naxt few ye . The likely performance of
the US econony over the next year or iwo remains uncertain,
there has been n2 q:xtnv growth in the last two quarters;
aithough there have been recently some reductions in interest
rater, they remaln high: and reductione in the US inflatlion
rate have tapsred off. EBuropean countries have tightened
monetary policies, and ralsed interest rates, in part in
reaction 0 the high US rates. As a2 result real interest
rates have risen world-wide to levels nct seen for many
years, and investment and actxv Lty levels remain depressed,
For toD lonyg, inadeguate attention was pald to the prohlem
and the conseguances of inflation, and az'a result world
recovery has been deslaved far longer than it ought to have

2en.

The question of what is h ce
A

|3

The continuing slowdown, the dslay in recovery, has conseguences
for Rustralia that wa must anticipate, and adapt. to. Already,
there are indications *ha* in som2 grezs we can expent a
slowing down in demand from overseas. For exampls, the rate
'of growth of our coal exports mdy begin to Aiminish, and ocur
iron ana steel industry is cxperiencing increasing Gifficuity.

There are nonetheless, some bright spots on tha world economic
horizon, ¥First, there is increasing evidence that governments
in North america and Durope now are grasping the policy nettle

and, in moskt cases, ara pursuing policies whnilch offer the
prospeet of yreducing infiation and restoring the confidenca of

. theixr private sectors.

Seeond, the Japanegse coonomy conbinues Lo show strong growth.
Sinc2 that growth hag besen baged nrimacily on export growth the |
Prospesis that 1t will continue at recent rataes over tne next i
yaar oy iwo may depend on whether Japaness domestic dzirand |
accalerates, but the resilienca of the Japanesa efonomy, and
their position as a major market for Australia’s exporis, shouid
offer Austrelia soms comfort while other ecconomies struggle
to eRcape from ¢theilr depressed condition, '
Third, while the vrospact that cil nrices may now stabilise
might modgrate the demand €for our energy resources in the
shors run, it may zgsist the recovery of ths major industrialissd
eoconomies to the berefit of us all, and in the long zun will
not alter the trend towards conversion to non-0il energy sourcaa,
Rowewver, despitée thase hop tgng, the re2lity ie that worlad
condltions vamain poor, an fact poges a major challienga
for thes Australian econony the next few vears., 1t iz
not keyond our capacity Lo that challenge, bub its very
enlstense mikes it all the important thai we resist .
wrossures bulliding up on the industrial relations and wages
front that threaten Lo undermd our inteynational compatitivensss
and thzt w& get ouyr polici ards manufacturing industries
and protection vight,
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Industrial problems ang-the wages push azn foremost among thoe
threats to tha continsuation of husiralials relative econonic
success,  Whils it iz tempiting to think thai renewed economic
acbwity hags increascd the economy’s -capacity to pay higher
ages, and there is gome truth in  that, mush of that new
activity is focussed on investmant which will bring its full
benefits in the future. Excessiva wage settlements in
anticipetion of these benefite are a rec*pm for ensuring the
axpected benefits will not eventuate, for unless _we can
Xe¢ep our costs in tevnatlonally competitive and our inflation
below world levals, major projects will be deferred ox
zbandoned, to the cogt of the whole economy. .. —.

Australian workers and their familieg have a right to expect
that they will share in the benefitse of our ranewed growih,
and indzed they have already done so, for last vear housgeholds
in Australla received an increase in their real dlsposable
incemag, after tax of 32.7 billion. But a major é¢r¥fort is
regquired by enmployers and governments to persuade trade unions,
and all the people of Australia, that while the growth in
output in any yearxr sets an upper limit on what the econony
can afford to pay, wage and salary earner3 are noi the only .
group who have claims to a share, ) T,

Business has a claim to a share to finance the reinvestment
that is vital to progeess and proesperity,and to pay cut the
profits fo ghareholders that are essential to maintaining
incentives to invest; and the gepuinely underprivileged

have a claim tu a share to lwmprove their iot. R

In the case of industrial relations more generally, government
can make a contribution, by establishing a framework of
institutions and laws, but industrial ralations cannot
ultimately be determined by governments ox govarnment actions,
for industrial relations are essentially zelatlons between
people, and depend uwron how D°op‘e deal with each other

What is needed is a balanced approach whigh conbines. firmness
against unreasonable demands, thh co-operation to maintain
good relations, and to ensure that the rewards of eﬂonoric

progress are fairly shared. - - = -

The Government iteclf has altempted to maintain such a balance
ar the two levels at which it is Zirectly involvad in industrial
relations in our dealings with the union Yeadership and emnployer

B 1Y
s
reqular consultations with peak orq'n;€¢ti g and in our

organisations on the one hend, whaye we have dzveloped
T, Wnere We have

dzalings with our own enployees on the other
strongthened our legal powers to take i ac LLon ajainst
unrcasonablae Industrial activity and bhaen prepared to use those

’
~
’

tri
powars to good Pffcct.
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zut ultimately it is the ebility of employees, enployers and
governments to estabiish a co-operative 8P1L¢t that is vitsal
to Australia‘s future, and the mora 50 while world economic
condition§_-cuuin £0 vncer;uxn. Developments in manufaciuring
industri

es, and in our poliicles towards prxotaction o0f industries.
are clearly also of particular importance at the present time,

Ho gove énmew% is more aouLely ‘aware than this Cove‘nmcnt of

tho  dmportance to Al‘txaLJa of a strong, profitable manufacturing
seotor as-a majoxr source of employment in our cities, our

zeg;on 1 centres, and country towns, and gs a mA)or ‘souxce of
incomes, growth and pro»pclity for our nation. The policies

of this Government have been designed precisely to restore
confidence and the capacity to grow to d1\ sectors of the economy
and e _have given considerable assistapce to industzy to aid ltb
retovery Trom thz depressed conditions of the mid-1970" .
Having created conditions under which the styenagth dhd : R
profitability.of the wmanufacturing se ot or has been bullt vp, . -
ﬁan[anrnne s*r*ox&lv believe that we would now take actions to
‘destroy that? Eustralia needs a manufacturing sectoér that ie

alao o d3cisiciwhich hms received the support of the industyy

jstxong and»competitive by world stan dazas. , . o -
The Go”ér"“ nt's pol ioies towarda protection axe of ya*tlcular'
significance 4n this xegard. Our objective of increasing the
" international competitivenass of Austxalian industry ie well~known.
Gradualism and predlctability have been ke elements in oux
strategy on brﬁ*‘utﬁon. It ig thia Government which has
recoynised thet when change is dasirakle, industry and the
community togethar need clear guidancs on the framework within
which the changes are to take placs as well as time and
inceutiveo to adaot
b2y gooﬂ axample of our gradualist approsch,and o ‘the wzlue Lo
industry as well as to ths comnenity which that approach can
rsve, is the new protsction package for the textiles, clothing
and foobwear ingustry, which comes into elfect from the _
beginning ¢f next year, That particular declizion 1llustrates
the capacity and determination of the Goverrment to find a path
towzards modarate and gradual adjustment for inGustries in whleh
so many thousands of pzopie in Australia are involved., It is
has
and the uniens; has alrezdy given the 1nduaL:" some neY incentives
to ithqg,,'esuructurb and reorgenise and has already led to . :
a searxch in some instances ovVerseas.

for new markets

Lon that we new fece on

The devcisi the nmotor wehicles Industry -

a decision that I am awars 1s of subatahtial significance to

Sputh Auatralia - is a pavticularly difficul® one. I &m well
aware that many tHouSPres mf Ausbralian familiss have baen
dependent on that dpdustry for a long while, Hozedvey Iwotralian
managemnant and labour hiva comdined. Lo produce higher qualliiy
products than esver before in tha histoxy of the industry. The .
Covernmant . deciaion wiieh will takz

that induc 7 2 Chan path ¢nat i3
BPPronringg oi bry 80 toak

it can be Lgive 2y I spoaking
o voiu o: » nc=s exicieal
TO ouy ec o " Demoite

the influ O“sr.vas goonond future

is primacs nGs .




- create the stability that is essential to business confidence

to main?aln the strategy that has brought Australia its renewed

~depends upon-us doing so.

With 8 strong manufacturing base, abundant energy resources
as a source of growth and security, the right policies to

and to create the incentives nz2cessary for sustained growth,

and the right attitugdes among nustralza s enployers and employess,
our fu*ure is brxght indeed.

I can assure you that for its part, the Government ig determined

prospexity.~ the well-being of all Australiang and theix families
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