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3 It is a great pleasure for me to be able to address the CAIL
& at the conclusion of its Third National Forum, Thexe is
i great value in the leaders of anvstralial’s private seltor

B coming together to discuss our-ecconomy and where it is going,
Bt
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" As the leaders of Australian industries your views and your decisions
. are of great inmportance to all Australians. - : »
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Tonight I would like to talk to~you ahout—the impact of the
¢global recession on Australia, and the state of our econonmy.

I want to 3ay something about the damage we sometimes do to
ourszlves whan we do not work together well enough and spend
too much time arguing sbout different directions_ox ways _of
doing things. It is more important than ever that we recognise
as Australians that cur interssts are nct in conflickt bhut
conplementary, more impoxtant than ever for us to pull together
in building Australia up. .

Since 1979/80, when the major edonomies of the world were hit
by considerable increases in oil prices, the global economy
has slipped into a rvenewed recession which has turned out to
be far worse than anyone anticipated. Ag a result, we now live
in a very different esconpmi¢ world from anything we have known
in recent years.

‘ Industrial production in six of the seven major world econcmies
) has either fallen or stagnated in the March quarter. 1In )
the United States, the mokor vshicle industry is operating at
about half of its capacity.. The steel industry is egually
depressed, and even allowing for some improvement in Hay,
——private-housing-starts were only about half what they were

four years ago., In 1981, world trade declined 4in value fox
the first time in more than 20 years, real interxrast rates

in the United States and Zurope have reached historically

high levels and they are remaining high. At present some

30 millfon people are without jobs in the OECD countries, a
terrible reflection of the glohal downturn, and it is predicted

K that it will go to 32 milljon in the first half of 1983,
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The world-recession has helped to bring down overseas inflation
rates. The American inflation rate is now .running at about
6 to 7% where it was over 143 just two years ago, while the
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and in very large part in the form of non-tariff barriers,

averags rat I inflatio the C3TD countries as a wasle

ted to decline in the second half of 19382 to 7.5% from
10.6% in the second half of 19%&2. FEvan with lower intérnational
inflation rates, the prognosis for the global economy is very
mixed., We have heard for the last year that economic recovery
will stavt in i montha' time., I suppose if someons says
that often enough thay are bound eventually to be rignht,
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The 0Z70, in its most recent survey, estimates that industrialised
economies wlll grow at an average annual rate of 24 in the-s2cond
half of 1982 following a fall of half a pzx cent in the first
half of this year, That is hardly sncouraging as a sign of
recovery, egnecially when they are zlzo forecasting tant
unemployment will incresase by another 2 million. The surveay
estimates that inflation rates will drop only modestly, that rea
interest rates will remain high,

In the face of these difficulties many of the industrialised
countries have resorted to protectionisc, sometimes ip Xhe
form of higner tariffs, sometimes so-called voluntary restraints, .

In an attemdt to retaln sherss in exporh markets, some countries
have also resorted to subsidising exports, The best example

of this is the BEC which is subsidising heavily its euports R
of many agricultural products,

We have always known that Australia as a trading nation could
not remain unaffect=ad indefinitely by a world dovinturn and
tha recassion 4s now hitting Australia hard. t is woxth
considering very carefully how the world recession has
affectezd us, Over the last few years we have becoms us23d to
relative economic success: for several years we have had a
higher growkh rate than the OECD average; :we have had a lower _—
rate of indlation than the QECDH average; employment grew by
ovay 375,000 in the tivree years to the end of 19381; and our
wherdloyment rate, although too high, was lower than the OZCD
average in 1981. tow we must recognise that it is much harder —
for us to retain resord.

All of you will be aware of how important ewport markets are
te Australian industry, the valuz2 of our trade is eguivalent
to about 39% of our gross donmestlc product. The reality of the
world economic situation is that Australia’s export marxets
have fallen badly, Eetwaen 1979/80 and 1981/82 iron and
steel prices, in constant terms, have fallen from $211 to
$163 per tonne, aluminium pricss have fallen from $1410 to —_]
$1072 per tonne, copper from $1955 to $1231 per tonne, beef :
from $2267 to $1609 per tonne and wheat from $147 to $133 per

tonne. In these areas, Australia is produecing for the world,

50 there is no way prices will pick up until world trade picks

up,

Declining export markets have been one of the factors which
has significantly affected investment in Australia. The
growth in business investment, which reached a’ 30 year record .
just a year ago, has wvirtually ceased, and while investment
remains at a high level it has done so because a substantial
number of projects previously ztarted have yet to be brought to
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substyntial nzw investment decisions gre_unlikely
econonic conditions remain stagnant.

gThe hign level of international interest rates has also hit
Fwinvestzent .and more generally wndermined the economy as businassss
Sshdcnhave borrowed heavily to invest now Find themselves caugnL
. ‘batwean falling markets and higher costs and porrowing, High
z;f’*iute:cst rates ar2 also causing difficulties for homs owners
'-dwd yourty pecple who want to huy their first home, and our
“husing. -package was des igned to dive these arffteulties— ——
"Aust*aliu is basiéally a victim of high international interest
”:ates. We cannot drtlf‘cndllj bring down our oWwn interest
“rates withoui that affecting guite dramaticaily investment in
__~u§t alLﬁ,jRJd our balance of paymsnte, and ultimately inflation.

But 1» not only world economic conditions which are responsible
i,;O* tha current difficulties in thez Australian economy. We

.. hava. not been helping ourselves as well as we might have, Rising
"'**ﬁsmestlc*coabs have pushed our inflation rste above the OECD

.. avérage  In the 12 months to the end of Harxch Australia's

C ’v*iation rat¢ ‘was two percentage points above the OECD average

_aﬁ_A.su“ Alcant cause of all this is the higher wages we havs bzen
Covaying . ourselves at a time when our incons as a nation has been
?fall.“g.f“”hﬁ damage to our competitivensss causad by high wage
. settlements has been compowiad by much more moderate settlements
roverzeas whera 5 and 6% in¢reases have not been uncommon,
'q'CU“pﬁror HAorITereasesof between 15 and 20% in Australia when

- shorter “o*rinj hours ave taken into account. The corporate
profit: share 'in non-farm product has now fallen to
}the Gepressed levels experienced in the mid 1970s.
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_-gn+nwtth431rwrg*ound 0f world reccssion and high dom2stic
,.uaca settluents. It is not surprising that activity levels ars

-bei ng . x=ducad in buxtralig, that employment ¢growth has diminished,
‘and that unemployment is risinp. - This was refilzcted in the Harch
ter’ natoral acgounts which indicated that non-farm product
?had fallan xn each of the last two qguarters.

“In hhe face of ‘these difficulties there are a number of thlngs
ﬁwo can do. ‘aad_a numhar of things we must avoid. We must avoiad
“2conomdc, policles which destroy incentive, which create
uncartalnuy, whi¢h make it more difiicult to build up
JAustralia, and which will discouraye investment and halt
develoement progects.
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pr I aon t want toimake this a party political speech, but:
‘you' #ould be well advised to yead the snll print of the economic
ipollcaos -£0 which Labor has committed itself at its national
conference. - Take uranium mining. _Labor's new uUranium policy.
“was- suiemed up by Mr Hayden saying last Sunday that any
suﬁgea+iows that Labor has abandoned its opposition to uranium
indning. is.a "travesty of the faocts". MHe went .on, "our poliCy
'.Equvocally supports the objective of en end to the uraniunm

Nowhere does the pol1cy—§ay“that"exlst1ng—contract,
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“Under Labor the industry Wlll he closed long bzfore those
; ontracta have bzen fulfilied, uwho cun chzllengz Mr Torkin's
“stdtements thmt Labor's nlaﬁlul-»olx<w “puts nt serious risk the
i.opotentlel fox at least $3 hillion of investment in South
';_Australla,and the creation of at least 15,000 new jObo“.

- Labor s Dollcy would destroy the hustralian uranium industry.
In-2thd debate on the uraniuin industry the Deputy Premier of

1SY freely admitted that Labor's uranium policy and its other
ff*vonomlc policies would undoermine intcrn;tional confidence in
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- Rugtralia because he said that Labow's policies would lose U2

our-triple 'A' rating, end he boasted that they ought to, ana
tn*t if a Labor Governmant was to worry about that then it

o dzdn .t desexrve to bz in government'.

,'Thk° the Cathal gains tax issue. What the new policy commits
T Labox to its st*engbhonanu Section 26h 0F the Income Amendmant
, ‘Act, 7 But we are not told how. Senator Bvans, Lapor's
Shiadow Rttorney ~np; » has said he has a secret draft "of

2 rITwritteii Bection 26A which will do the job which we want
to 830", And we axe entitled to believe it will be a

capital yains tax by sLeal;h. Labor is also committed %0 a
Af*s*OH cas'ﬁah, bUr won't say what it will bes. When asked to
“be gpadific_about the tax, the Shadow Tre asureyr, Mr Willis, has®
.said that those matters would be discussed with bu51ne°s if
~-they got into Government.

. Jdbor has indicated it would get rid of state taxes on mining
» -cORpENIEE and offset the loss of revenus with the resouree tax,
‘ﬂ}t wéuld bo ndlve in the extreme to expsct siate premiers such
C.Aas i Bjelke-Petersen or Mr O'Connor to give up a state tax

Lt iallow “the introduction of & Commonwezlth tax., What is

Crgre 1ikely is that the mining industry would-end.up with
boyh taxes.
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Lauo. ds OOmAltt?a a prices and incoies policy and & social
wage, “hatever that may m2an: 1t means all things to all men.
So~cailad prices and incomes policie: hiave bsgen tried again
1nd.aga*n in various countries since the war, they have never
.wor¥Xed, because they do not address the real causzs of
,“conomlo ‘malaise. Rather than pureue these sorts of policies
“which would dcstrOy our goonony ; Australia-—must-do-three-— .
..*Hkng we must minimise the impact. on hustralia of adverse
world economic conditions; we must be prepared to take
advantage of the 1nt°znat10ng1 recovery vwhen it does cone,
andwe must play our part in trying to promote a sustainable
ﬁorld epononnc recovery.

~T01miniﬂ15° the effect of worlda economic problems on Australia
2nd to prepare for an international recovery it will Dbe

;vital that we pursue lelCJLs which suite—Australia's ecomomic
Lsituation., And we must do everyihing we can to make sure
*hat‘dll Australians play their part in the economic dzvelopment
of their country. It is against this background that the

i Governmant currently has under consideration threa reports
from tha IAC - on general reductions in tariifs, on e wport
A'lﬂ"entlvesl enrd on assistance to industry through the Rudgat,
In'it3-dacisions on these reports, the Government will be
'look1ng to provide & stable basis for lonyg-term planning by

Andustry, without putting the short-term—wiability—ef Australia's
‘1ndastrle at. rigk.
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¢ clearly that in eramining aspzacts of

t
- Budget-d sistanca to indusiry, w2 are not looring *o reduce
7 the level of assistance, but rather to ensurs that it is
;fgivéﬁ in a wav which best suits industry's needs, and in a
L Ndy which best promotes activity - and especially investrant -
Ciwm nastralla & 1nu:st;iea. In this way, government can help
*ndubbry to keen building Australia up.

gindeéd, in thp di fferent and Gifficult conditions Ausiralia now
laces,.wa2 arz.aware of the need to avoid compounding industry's
“problems, whether through our decisions on the I&C reports

cor . through .our Budgat. + the same tiie, industry itself
_u.gst;do_wnht it can to improve its international ¢COnpPEtitivaTidss;
L. Andustpy itself mast act firmly to restrain vage and othexr cost
o Einckeases, -and not e'pb“t government to undervrite excessive
Cwaggpettlemente; indusiry its elL must (o what it can to create
“:.‘ wonrable industrial relations ¢limate, and not expect -
exrrment to do the job on their bohalf

4 t g - the messags across to all Australians that
C?‘

_s ox]v Dy working together, not against each oth that we
BUETESA, AUsSIralians mast understand that we have complementary
reste. Excessive wage increases and strikes are clearly

g,to unaw;mlﬂﬁ our competitiveness.,

Ovnr iha_la>t—£b4—nonths -a nutb=zr of ‘things have been done to
e U hadldodnstralia-up, The pational wage case decision in May
S a3 atragognition by the Arblitration Commission that  furtner
i ' :'wag rises will un*“rﬂxrc our economy, and the Qripartite
onferencve An Canbexra last week betw2en the Government, the
TACTH T2d your wwa organisation showed that there is a basis
o ‘ep-operation beivesn the najor econodomic  ¢groups. I
»w=;_e“cour3gsd by thz egstablishment of a tripartite woxking
0 obarty which will try o reach agreem 2t On a conaon statemant
f—-~f-thaéxawmomy -to-put to tho wage case hearing in August.
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) uLSu a fou days ago a task force with representatives of the
TREXD, zha sesgoing maritime unions, and the Australian shipowners,
" 3igned a wropozal bassd on the Crawford Report designed to
.;;3p£0V¢ Induserial relations procedures in the shipping industry,
an4d to -allow Ausiralian ships to compate on similaxr terms with
flag-carriers of Australia's major trading partners This
Feport, which will now be considered by the Govarnm nt in the
Bldget: context, providszs an exanple of what can.be achieved—.
.whan unions, managenent and ¢governments are willing to co-operate,
w; lﬂng to wcr together.
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e Cou»owwealth Government is also working with the governments
5 Que»na’;nc and NEW on the difficultiez of the €oal industry
:’*nclu ing .preblens at ports. These problems are now too szrious
.‘to‘s art @pportioning blama2. We rust sit down togsther and
Tirvito find solutions. By working togesther in this way, we

.BY doing this we will ensure that we will regain our
~”ﬂ0ﬁpe+1t1ve position in the world, and that we ars well placed
%to Ae advantaﬂe of the global xccovery when it finally coimes.

.1Wl’l be able to minimise the impact of the global—zesessien— ——
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+.d35 hot going to be casy 10 get international aztezrent in a
_'pracszﬂl sensa on the kind of action needed to achieva world
.xgcoveyry. WHWhen I was rec 1tly in the Uniten States, Japzan

fand ‘SSuth Xorea I used the opporitnity to outlire policiszs whicn
‘the Government belisves nezd to be given careful consideraticn

S bY¥ the international community. I uxged that there should be

- an internationsl freeze on protectionist nmeasures, that the

- “Intarnetional community should—work towards a steady reduction
B 'Qiin levals of protev»‘ow, angd that export incentives and
* ;~*];}5¢ ldbld sphemezs should be phasead out.
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.ff}ObV‘oulv no cauntry could adopt theses propodsals along, and
. the. Government has emphasised that it has npo intention of
B Co-dmplementing them unilatereslly, nor would it help in solving
Vooouoriorthe overall problem for a wﬁolu country to 4o 30. But I heljiev:2
S Dav o that AT councries adopted these proposals together, they would

T provids a xreal impetus for rcoonpla;ing globai—orovehy—and
Zihringing down inflation,  They could he)p enormously in
. ;getLlno us back to the situation of the 15506s and 1360s
‘wjuoen world trade was a major engine of cconomic growth, years
: which the volume of worla trade expanded at an annual
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~Cf"‘5e 2gs rate of g%, providing increased employmant, and
1Zeaglng to growth rates which could double real incongs every
mewt YyEars ox less.

I et

;Ou*_nznnoehla-hvup received a good desal of international support,
cand. I balieve they warrant real and effective considzration

oat e GMIT Manisterial Feeting in Novemrber. In the light

- of internatiecnal and domestic economic difficulties then,

: :_nera are things we can do ourselves, and must do. BY

. working Ctogelner all hustralians will contvibute to the
Q_ng°ﬁe-1t,on of our 90unomy, which eventually will be agsisted
by rehzyed economit growtl oversszav. These are the objectives
»ﬁj;cn:welmuyn work for.
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