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4 June 1984 - INTERVIEW WITH JOHN ust ~ 9,00 a.m,
ssoxwpaooz'om,y ;

Anoga:s onlz .
P.M,:~ Good morning Johm. % ‘

LAﬂS° How are you?

p M. ‘Vory well thank you.
LAWS"~F1rst things first - the Swans didn't do too well.

P.M.1 No, it was a terrible drubbing. It was one of those
occasions John where you had one pide,Carlton, playing I think
right at its very peak and the other side, the Swans, playing
far from theirs. And unfortunately it didn't produce a good
qame.' But congratulations to them, <thoy played very well,

R 1

LAWS: 1hey did. It must Be,a bit of a change for you - backing a
. - loser , eh? / ;

P.M.}if?ﬁrely temporary John.
Law§:fAnd to make it worse Carlton 1s Malcolm Fraser's team I think,
Lidisn't it?

P.M.7  Well I 4idn't have a bet with Malcolm ~ but Don Chipp
is a very avid and much longer-torn supporter of Carxlton than
evon Maloolm and he took §2.0£f me.

LAwS: On the assets test situation, when that was originally introduced

I got into terrible trouble from a)mosL everybody except you, I think,
becauqe I thought the original plan was a pretily good one, You told
me you: thought it was a pretty good one. So what changed your mind on
it? ;

Fo i
P.M.1 "%all we came to 100K at in more detail. Ho listened
to ropresentations from a number df people in tha community
and it's quite clear John that while tho prinoiple of the
first plan wasg abgolutely correct, that it had too many anomalies

in it and uncertainties, It really diseinguighed marxkedly betwesen
people who had chosen different lifestyles. You could get an
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P.M, cont: exemption if you had a holiday home to a certain
éxtent, but other people who had invested their savings in

other ways weren't exempted. And the more I looked at it

and thought about it the more I realised we needed to do some
more work on it. And that's why, John, we set up this committee
under Professor Gruen end we had people from the RSL, the

i Civilian Widows', the Auvatralian Pensionors Federation and

o - othor bodies. And in the result that was very useful because
Tt they pointed out, I think convincingly, the inequities of that
scheme. And what we've come up with now, I think Jis the fairest
that we possibly can do becaupe it leaves the home out. People
are not going to be assets~-tested on their home and I think that
not only for those with very high valued homes, John, but for
lesser-valued it's a psychological feesling for them and I didn't
want to upset that attachement that they had to it.

LAHé; Yes. Now it's obvious that a lot of people are_still confpscd;
even:-by the calls we've had here alregdy. Can you briefly and simply
outline the assets test? ‘

P.M.s Well, 1'11 do it ap briefly and simply as T can.with:
R one praliminary camment. One of tha problems that we've had,
L not just this Govarnment but the whole welfare gystem,,is that
IO there 13 an income test on receipt of the pension and the real
ineqguity that we had in Australia was that people who were
very much better off than others because they had a large asset
Lt level were so able to arrange those that thoy got little income.
i And so while they were significantly better off than others, people
- who were recelving an income from their lower level of aszsets
. were being deprivea of the pension, or having it reduced. 8o
. what we had to do was to have a test on asesets as well. But now
S it's not on both, it's one or the other. And that means that
people with very high levels of esgets will now either lose the
penasion or get a reduced amount, Now that means in specific
torms this, so that we can get some measure of who's affected.
e No-one's home will be counted, John. It doean't matter at all,
Pl That'c not counted as an asset which will be used against them
L getting the pension. The home's out.

LAﬁSi_ OK, so even if it's a million dollar house it doesn't matter?

P,M.: Yes now then what we say is thig: take the married couple,
Their home, they can have their home and additional assets of
: worth $100,000 and they otill receive the full pension. They would
o have to have assets in addition to their house worth a $175,000
before they would logse the full pansion.

LAWB: OK, so from $100,000 to $175,000 the pension is affected but it
doesn't vanish until you reach the maximum of $175,0007?

P.M.:..$175,000, . And at a figure of $137,000 for instance they
would still be getting a half pension. Now that's for the married
couple. For the single pensioner, John, still home completely
éxcluded - no worry about that. And they can have $70,000 of
assetg in addition to the home and still receive the full pension
and similarly as with the married couple it gradually phases

out to up to §115,000,they can still have $115,000 in addition

to their home of other assets before thay lost the pension,
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P.M. ¢ont.1 Bo that's the essential structure of it. 1It's

very fair I think in the sense that what it means it's the

arithmetic of equity, if you like. It means that for the

.overwhelming majority of pensionexs whom we want to help and to

whom we will give additional assitance to in tha next Budgat,
and particulaxly to pensionor renters, it means that we'll have
additional resources available to us in the future from not
paying the pansion to people with very very high levels of
aosets. And that additional amount of money will mean a
greater capacity to help the graat majority of pensioners.

LAWS: OK. Now in order to fulfil this commitment of yours to
increase welfare benefits in the next Budget to these pensioners
to .whom we refer, it's now mooted, and strongly, that you're going
to introduce deatlh duties, : .

\

P.M.: No. John, what we're witnessing 18 an Opposition

who has becen almost totally discredited in this country,
picking up all sorts of straws, clutching at tham, They

are best described by the press release of Professor Gruen
after the decision of the Government where he said, and rightly
sald, that we had made some mistakes in the handling of this,
in tho introduction of it; but then he went on to attack

the Opposition and said they deserved to be regarded as
supremely opportunistic cynics, Now they are trying to divert
attention f£rom the very necesgary reform that we introduced
by again inducing all sorts of fears, I understand that

Mr Peacock's reported over thé weekehd as talking about the
case of a pensioner who goes blind and wants to then dispose
of a car to the son or 4aughter, but would be prevented under
this test. Now I don't know how Qespicably low and into the
gutter the Leader of the Opposition can get, but that's just
about the bottom of tha barrel., Because there ip a specific
provision in the arrangements we're bringing in for a hardship
Cclause wvhere there are particular ¢ircumstances of hardship
that arice. Now that would clearly be covered by such a
clause, And I would like to say €0 you John, and I think you
know this, that this opportunism and cynicism of Mr Peacock
and .some of the Liberals ocught to be set against the fact
that there's a large section of the Liberal Party who are
applauding and support what this Government has done. And
you referred to the football game a while ago - it's very
interesting that at lunch on Sunday I was sitting there with
John Elliott who's one of the leading Libarals, talked about
ag & possible successor to Mr Peacock, he happens to be
Presidont of the Carlton Football Club, and he said
congratulations on what you've done. He sajd I'll wiite to
you and tell you so. Well in other words, you've got people
there reflecting the same sort of thing as Senator Chaney

who was their Minister for Social Security when they were

in Government, You remember? _

LAUS:

ooo/‘
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" P.M.: And he said,...

.

'n&ws; Yes J do and was pretty good at it too, wasn't he?

P,M,t1 ... he was good and he said this in 1981, this is an

S ~exact quote from him - ®I ¢hink wo cannot escapa the fact

éﬁj' . that there are some genuinely needy pensioners in this country

- -who do not receive enough help vhile some other people

o . by the advantagebus arrangement . of their assets are able

L . to draw on thig system to a greater extent than their real

T ~degree of need would scem to justify.” Now theré's Chaney

T .when ho was their Minister for Social Security who knew

i ~the system, John Howard has exacgtly the same position and

‘ _expressed it as recently ag last November when he was

. ¢riticising our filrst test but just said that wasn't a good

, wa¥ of doing it, but agreced with tha principle., Now I think
-it'e a tragedy when you've got this situation John that they
know that what wve're doing Ze right, and for this cheap
“opportunism try and ¢righten peopls.

‘tAus: OK, so no death duties?

cwea e
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fP.MQ: No we've got no plang for death duties John.

ingwag And you don't éee any plans for death duties?

2 W eV NN sl s 0b
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L S $ .
S "P.Mst No, X don't see any plans. Al that we've said
) .and this is somothingf that we've urged by the business
- community of Australia, the Business Council of Australia
"have urged this, the ACTU have urged this, every academic
‘ooncerned with the system has urged us that we sit down
~with the community and analyse the whole tax system, Now
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ﬁ_ .wa've been told we've got to do that to try and create and

fi - fairer and more equitable tax systenm.

2y .

B ZAws: OK, and that may well include death duties.

ey -

i

ggﬁ; . ‘

3&" P,M.t Wall, I'm not saying, I mean how can I, I don't know.

o .¥hat I'm doing is saying that we will ask the relevant

i organisationa in the community to talk with us about this,

b put their proposals, For instance, there is a very strong

o push coming from within the Liberal Party and other sections

L that we have a widely based indirect tax, either a valued added
i .tax, or an »quivalent. =, .. . R

g' ‘giug; Yes well I think that's a good idea that valuc added tax,
7 ’

yiy L .

%f”' P.H.: ¥ell see, those sorts of things are talked about

by some people, Other people talk about death duties.
‘Other peopls talk about other forms of tax. Now I can't

ees/5
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~ trade unions, we'll ask relevant informed academics,

$e

P.M. ‘cont.: honestly say that we're not going to look at the
vhole thing, We are, we'll look at the whole range of

taxation. We'll ask the business community, we'll ask the

we'll

agk community organisations to talk with us about the whole
structure of tax in this country, so that ove time on the basis
of an informed community and the largest level of consensus that
we can get, that we can get a tax system which does what any

tax system basically has got to do, What the tax system is
about is to -have the community transferring xesources from
individuals and companies to the government, 80 thaf. the Government
can do for the community the things that the community wants
done, like the building of hespitals, roads, schools, the looking
after the dofence of the country, That's what the tax system's
about and the secret of a proper taxation system is that the
community can, as far as possible, be satisfied that they are
giving up theixr money in the way that they see as the most !
equitable form so that they can have delivered to them the
things that they want delivered. That's what it's all about
and what my Government's about is to try and have that process
of congsultation so that the community can say to government =
well, look, we think generally spsaking that thesec are the
best combination of ways for us to give the Government the
woney, the xesources, that will enable us the cormmunity to
have the Government deliver the services that we want., Now
that process requires a whole lot of discussion and analysis
and it's not helped by the injoction of cyncial opportunistic
fearse by an increasingly discredited Opposition,

LAYIS: Yes well 1 cértainly agree with that., I think that we're
-all getting a little t}red of that, But can I ask you as a
personal question, if you had your choic¢e between death duties
and valud added tax, what would you personally pick?

P.M,t I don't see it as a choice John.

LANS: If you had to make a decision between them?

PM,: But John that really is a wrong way of putting it.

It's not a cholce between death duties and a value added tax,
If you wanted to say which sort of tax would most immediately
help you stop tax avoidance you would gay a value ‘added tax
becaus¢e people can't avold their income tax that way, whatever
they purchase i8 going to get caught Dy that, But according

to that criteria a value added tax is a more sonsible one,

But that you‘know that won't be the only criterionthat people
vill use in making judgements about”taxes.

LAWS s

Yes. It's worked well in other parts of the world, hasn't

P.M.E Yes, it's! been pretty widely employed and théy have been
capable of being adjusted through time to meet teething problems.

4
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- LAWBt Yes. So you have written in an increase rather than & decreag
: t g ;
P.M.1 Written in a protective guarantev that the value of assets

v

LAWSs OK.. .No% just betore we get away from Andrew Peacock finally

"because I'm going to be asked this question so I need to ask you,

he is now also claiming that the elderly will face recduced cxemplions
and tougher assetls tests once you've pot the next election out of the
P.M.t Well I'm glad that he concedes that we're going to win

the next election, Everyone else seems to and it's significant
that he's conceding it too, But what you ocught to understand
that in conceding the next elections, of course, he won't be

the Leader of the Opposition after that, It will either be

Mr Howard who supports the aegets test principle or perhaps

Mr Elliott that's talked about as being brought in to replace

and he is congratulating me on it, 8o in the post-election
situation you're going to have at least honest Liberal leadeyship
who adheres to the principles that they've been expressing over

A long period time. No, as far as change after the next election
is concerned, why {f we were going to do that would we have introduc
tha indexation concept. We have said that when we bring in the
legislation these threshholdg will be indexed, so that as values
increase through time they will be adjusted by the index so that
it's $100,000 now for married couples, $70,000 for the single.

No in twvelve months time if the index has gone up by 5 or 6% then
that $100,000 will go up to $105,000. So we've put in to the
announcenent the exact oppositd .of what Mr Peacock is saying.

will be adjusted in mondy terms to reflect what the valuation of
the market is showing,

LAQS# Who is going to decide on the value of the pensioner's assets]

P.M.t Well, that's baen arranged in a way which will be as
least intrusive as pogsible, 1If you take the question of the
household effects and personal effects, we've said well look
ve’ll accept that a figure of $10,000 will cover the household
and personal effecta., We're not going to send people in and
value tha sheets and the furniture and all that sort of stulf,
because we want the least intrusions And people will just have
that there, and if they've got assets over and above that, then
it will be self~declaration, fThe forme will be made avallable
to them and they can declare. And within a very short time it
wil)l be clear to the overwhelming majority of pensioners that
they are not caught up at all, And then that way, John, after
we've had tbo appoint quite few people in the first year to get
tha thing golng, it will hecome a very very unintrusive and
almost gelf-regulating thing in the oubsequent yearas.

/T
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LAWS: OK. So in other words you are taking as littlg s
possible with as little trouble to the people as possible.

.

P.M,: Yes because that's what this Government's about. We want
-to help and co-operate with people, We were told by the

National Economic Summit in April of last year John by business,
by the welfare organisations, by the representatives of pensioners
and other groups, that there had to be in this great country of
ours, there had to be some sort of sacrifice by those best able
to make it, if we were going to get the economy moving and look
after thoge most in nead, Now what thies is about is at the

end now of twelve months when we've really got the economy
nmoving, as you know and you've .recognised, this is part of
trying to make sure that we do put Government in the position
of being able to help that section of the community who need
it most, So that means that very very well off people like
John Laws, and Bob Hawke, and people at this Bort of level,

We sholld be prepared to make a little bit of a sacrifice, and
- I know we are, I know you are,

| iaus; Sure 1 agree with that.

'PoNoz 203‘ 8UX0,

LAWS: I agree with that., 1 think that that's eminently

reasonable and 1 think that the people who don't agree with it
really don't understand what looking after a country is all about,
and that is what it's all about - looking after the country,

R
P.M.: That's exactly {hat it's mbout John. It's not trying
to say to someone who's been able to accumulate vast assets
that they are gqullty people, or you'rc critical of them,
On the contrary we racognise that that sort of motive for
building up and growing, that's helpful to the economy.
But we then say, well look in that circumstance it's really
"a bit much to axpect that we need to pay you a pension or a
part pension as well, if you've got §1 million worth of

assets, Tt doesn't make:.gense, LT

LAY8: I'm not sure that any of us are goirg to do our children
. agreat favour by leaving them vast sums of money, frankly.

A Voo

P,M,1 Well I think that'c right, John. Just to give you
gort of idea of the level of impact - its adjudged that this
" this schome will affect about 45,000 people, and that's less
than two per cent of pensioners, SO we are really, you see,
going at the very very top end. And my owA view is that the
overwvhalming majority of that 45,000 would be like John Laws

and say, well I think that's fair thing,
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IEL."S LAW8: Yes., Look I would hope so, otherwise there is very little
“1.t, point in considering yourself a good citizen,

Pl
'

P.M,3 I think that's right John,
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LAWS: Just quickly, away from that for a moment, we've ¢ot a
problem in NSW, we've got a few, ‘but one in particular - the mass
resignation of surgeons in NSW hospitals. Do you sce that as
‘g being the start of an orchestrated campaign against Medicare?
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P.M.: I don't think eo John because as I understand it, and

I haven't been brought fully inte this, but as I understand it
it's said to be particularly as a result of some special
provisions in New South Wales, under the New South Wales
government legislation that they brought -in. 6 I don't

see that it's being suggested as Auatralia-wide John,

‘éfﬁ : LAWSs If it spreads will you buy into it then?

P,M,3 Oh, it became more than the New South Wales, that
we'd obviously get {nvolved. But what I intend to do is to
have a talk with Dr Blewett today or tomorrow just to be
briefed on it, John, ‘to see if it does have any broader

, implications., Because ag I undergtand it it doesn't at

e this staga. / -

EXE LAWS: OK. Well in summary it would appecar that the assets test
T in its present form is palatable Lo most people except Andrew
Peacock. It would also appear that the general public are prepared
to accept it for what it is -~ for the benefit of the country and
for the benefit of the future of the country. ULet's hope it stays
3 ‘that way. Let's hope it works. Let's hope it doesn't get changed
Yol after the next election.

- ‘PJM.1 It won't John.
ELﬁwsg Good on you.
. P.M,1  Thank you, thank you, bye bye.




