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SPEECH BY THE PRIME MINISTER
MELBOURNE CHAMBER OF COMMERCE
MELBOURNE - 29 OCTOBER 1984

I very much appreciate this opportunity to address you
today.

Some of you may be aware that your invitation to me was
made some time ago and that I was unable to accept at
the time.

The delay has meant that I am able to report further
evidence of strengthened economic performance. With the
passing of time, the strength and extent of economic
recovery is becoming increasingly apparent. At the same
time, there is increasing evidence of decisive progress
in the decade-long fight against inflation.

Today I want to talk to you about a number of aspects of
the economic recovery which are vitally important to the
well-being of all Australians.

I want to talk to you about our general strategy for
sustained, strong non-inflationary growth.

I want to talk to you about employment.

I want to talk to you about industrial disputes.

I want to talk to you about how we have been keeping
wages growth within the capacity of the economy, and

about the other side of this coin, real unit labour

costs to business and the profits share of total
incomes.

I want to talk to you about inflation and interest
rates. )

I want to talk to you about housing.
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I want to talk to you about the tax cuts which come into
effect this week, and about broader taxation reform.

I want to talk to you about all these things that are
absolutely vital to all Australians.
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You don't hear much about most of these issues from the
other side of politics these days.

When did you last hear Mr Peacock and Mr Howard talk
about growth, and inflation, and interest rates, and
housing, and employment and unemployment, and the
profits share of total incomes?

Obviously they are not very comfortable on these
subjects. N

But they know guite a lot about them.

After all, Mr Howard was Treasurer and Mr Peacock was
Minister for Industrial Relations at the onset of the
great wages explosion of 1980 and 19&1, which destroyed
the profitability of Australian business and set the
scene for the subsequent recession.

Mr Howard knows quite a lot about inflation. He could
be considered something of an expert, since he created
inflation rates that were well into double digits and

twice the world average.

Mr Howard should know a good deal about unemployment.
He was Treasurer when a quarter of a million
Australian's jobs disappeared in the year before my
Government took ofofice.

Mr Howard was Treasurer when interest rates rose to
record highs and housing activity slumped to record lows
a couple of years ago.

Mr Peacock, Mr Howard and Mr Sinclair hold all sorts of
records for industrial confrontation, wages explosions,
high inflation and interest rates, housing slumps and
growth in unemployment, not to mention the $9.6 billion
budget deficit that they tried to hide from the
Australian people.

But don't be fooled.

Just because they won't talk about the special expertise
they accumulated in seven years in government, it
doesn't mean that they would not apply their expertise
if, by some accident, they were ever to form a,
government again. '
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A Peacock-Howard-Sinclair government would give us the
stagnation, the inflation and the recession all over
again.

They would wheel out the same o0ld failed policies.

Only a bit messier, a bit more damaging, because, after
all, those that are left in their ranks are really the
second eleven of the last conservative government.I do
not intend to be deterred by their silence from
addressing the issues that matfter most to all
Australians.

I want to tell you what the Labor Government has
achieved on the issues that most affect the standards of
life of all Australians. -

This Government is proud of its record on these matters.

This Government, and 1 as Prime Minister, can look the
Australian people in the eye and say that we have
delivered the economic recovery that we promised.

And because from the beginning of ocur period in
Government we have been preparing and building not for
one or two years of economic recovery, but for a long
era of strong non-inflationary growth, we face the
future with anticipation, pride and confidence.

When the Labor Government took office early last year,
the economy was in deep recession, and Australia's
political and economic life was characterised by
destructive confrontation. The policies of the outgoing
Government offered no way forward.

Economic growth was negative, the unemployment rate had
risen to levels not seen since the 1930's Depression and
our inflation rate was around twice that of our trading
partners.

That was only twenty months ago.

The transformation in the economy's fortunes since that
time can only be described as dramatic. The progress so
far has created real opportunities for the first time
for a decade, to entrench sustained strong
non-inflationary growth in Australian economic life.

As I promised the Australian people in February 1983,
immediately after taking office the Government convened
the National Economic Summit Conference - an event
unique in Australia's history. That initiative made
manifest the Government's commitment to a new' approach
to economic policy.
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I do not think it is possible to overstate the
importance of the spirit of co-operation engendered by
the Summit and the crucial contribution that it has made
towards achieving sustainable economic recovery. 1In
particular:

. The process begun by the Summit and carried forward
through EPAC has seen an unprecedented degree of
information sharing and exchanging of ideas about
feasible solutions to the twin evils of unemployment
and inflation;

. This process has been the concrete expresssion of the
Government's commitment to consultation and
consensus; and =

- It has helped to forge a new spirit of common purpose
and a conviction that - together - we can overcome
our difficulties.

The linchpin of the Government's macroeconomic strategy
has been the Prices and Incomes Policy based squarely on
the Accord with the ACTU. That policy has been
outstandingly successful in constraining wage and price
DrRA3sAr2s,

Despiie Bhe worst o alalas of 35 0f a0 criiios, e
Nas been alwost universal compliance wvith the waga
Cixing principles laid dowva by the Arbitration
Commission, reflecting in no small measure the restraint
and commaitnent of virtually all of the trade union
movement to the centralised wage fixation systen.

A further measure of the success of the Accord is the
snarp reduction in industrial disputation. The nuambor
of wocking days lost, in the last year is the lowest
since 1969. And the mechanisms of the Accord can be
expéected to be instrumental in holding award wages
growth below 3 per cent through the current financial
year. Measured against Australia's history, and by any
standards, this is an extracrdinary oatcome in the
second year of strong 2conomic recovery.

The change since early 1983 in Australian industrial
disputation, in wage ocutcomes, in the profit share of
total income - and in the prospects for all of these -
is nothing short of phenomenal. It is being recognised
well beyond our shores. Already it is being reflected
in strong2r d2mand for our mineral exports. It is a
major cause of our greatly improved performance in all
spheres of national life. It is the single greatest
difference between life and policy under my Government,
and 1life and policy under the Liberal Nationdl'Parties.
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With the Labor Government, Australia has left behind the
debilitating confrontation and division of the past.

The gains, measured in terwns ¢f productivity and
competitiveness, are for everyone to share.

Wage moderation within the Prices and Incomes Accord has
allowed us to use fiscal policy to stimulate economic
recovery. We have done this by increasing resources to
housing and other activities central to economic
recovery - while cutting unnecessary expenditure,
cutting taxes and re-ordering budgetary priorities.
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Qur Budgets have given special atteniion to allaviating
the hardsnip and the distress of the unemployed and the
disadvantaged.

W2 provided substantial fundiny for the Community
Employment Program and for the CTommunity Youth Suppoort
Scheme to assist the unemployed. Medicare now provides
‘ basic medical care for all Australians. There have also
been substantial increases in real pansions, benafits
and services to the most needy qrouns in our sociasty,
including pensioners with children, pensioner reatars,
the single unemployed, and the Aboriginal community.
OQur efforts Lo imprcove the living standards of these
groups stand in stark contrast to the real decline in
tunding which occurred in the previous seven yolars.

At the same time, we have made a major investmant
: through our fiscal policy to strenjthening and
: supporting our Prices and Incomes Policy. Chief amony
such elements has b2en the tax cuat in the 1984-85 Budget
A and improvements in the social wage. That has been a
' major investmant in the sustainabilizy of econonmic
recovery.

: The setting of our fiscal and moneta:y policies has been
: and will continue to be an important factor in ensuring
: that the recovery continues to broaden and strenqgthen.

i In particular, restraint in the growth of public sector
. borrowing will be essential to limit pressures in
: financial markets ‘as the private sector recovery

A broadens and increases momentum,

L In the last Budget we achieved a substantial reduction
‘ in the deficit.

In conjunction with the restraint which States, at the
Loan Council earlier this year, agreed to exercise under
the new system of global borrowing limits for public
authorities, this means that the public sector borrowing
requirement as a proportion of GDP is falling
substantially in 1984/85. Further reductions 'will be
achieved in later years.
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The Incomes Policy and the fiscal stance have been
supported by an appropriately firm monetary policy which
has, nonetheless, permitted significant declines in
interest rates, in line with reduced inflationary
expectations.,

1983/84 was the first time in years that any Government
achieved 1its monetary projection.

And we have adopted a conditional monetary orojection
for 1984/85 that will continue to provide for strong
economic growth while accommodating no more than the
minimal cost and price increases that might flow from
the eff=ctive operation of the Prices and Incomes
Accord. "

As the Summit bore witness, an important element of the
Government's overall oolicy aporoach has been the
consultative mz2chanisms including the formal Advisory

Councils - from EPAC through to industry soecific
Conncils - as well as a wide rangz of informal coatacts,
CTonsualtation has been a two way process,  Through it khae

Soveram21b has boneflitzed from a vide range of views.
Equally, 1t fosters greater conmunilty andecstanding and
acceptance ol Soverana2at dolicies,

The corractness of our genecal econonic stratejgy has
been confirned by Lthe slear wmessage ol 2ocononic rezovacy
in economic indicators across the board,

Boonomic oatput has rvecovared deamatically, with 3DP
growing 10 per ceat through the course of 1983/84, the
fastest annual result since NationAal Accounts have heen
Kept in a comparable form, and the strongest performance
in that y2ar of any advanced country.

Part of this growth is attributable to the breaking of
the drought and the consequent bounce-back of the rural
sector. In addition, world economic activity began to
pick up in 1983-84, particularly in the United States.

But those factors do not fully explain the rapid growth
in non-farm pcodnct, which rose by 8.3 per cent over
1983-84; nor do they explain the strong underlying

growth now running through the economv; nor the
substantial progress which has been made towards
chieving sustained growth,

They do not explain the pace of the expansion in housing
activity, and they do not explain the lift in business
investment which the latest National Account Estimates
and investment surveys reveal.
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The reasons for these are to be found iIn economic
policies which have cut inflation, restored
profitability, rediaced uncertainty, boosted confidence
} and cut interest rates.

Inflation nas veen dramatically cedacz2d - in the last

six month the underlying rate of inflation has been only
| nalt of what it was in th2 six months prior Lo oitc being
; elected, The annual rate now of 6.1 per cent is the
lowast inflation ¢ate for wmore than a decade. EBdually.
imoortant, however, 1s that inflationary expactations
nave heon sabstantially redasa]. In this, rhe
circuit-breaker :o wage inflat.on provided through thz2
Accord and ithe Medicace effeck on the TPI has been
crucially important. -

As A4 rosull, 2 nua 2xpachk a0 Aovem2nt in award wijes
until April 19385. These lower inflationary expectations
have enabled cur fiscal stimulus to increase real

: activity rather than prices.

:
i There has been a real lwprovencnt in enployment as well
: as in output, OJver 260,000 new jobs were created from

: Ehe Summit in April 1983 to 3zdtember this year, aad the
¥ Government is well on its way to achieving the target of
500,000 new jobs in thr=2 years,.

The unemploymant rate has fallan to 8.8 per cent, down
Erom 10.2 oer cent in April 1933.

real unit labour costs have fallen dramatically and are
now at the levels of the late 1960's and early 1970's.

I would add that the nm2asare of labour costs Lty Which I
am raferrring is based on the National Accounts Estimate
of wages, salariszs and supplensnts, It ther:fore
includes an estimate of most on-costs.

i Inportantly for business, and for new job prospects,

Reflecting the restrained growth of unit costs, the

' profit share has risen to its highest level in the last
10 years. That summary measure - also based on the
National Accounts - is being confirmed almost daily by
vrofit revocts of iadividual companies.,

_ Interest rates have fallen across the board, from

! housing loan rates which are down by up to 1 per cent;

! through larger falls in yields on official securities;

' to a decop of up to 2 3/4 per cent in the prime overdraft
rate.
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The Government's economic policies, together with the
success of the First Home Owners Scheme, have led to a
dramatic recovery in the housing sector. Commencements
in 1983/84 were 30 per cent above the 1982/83 level, and
in the first half of 1984 ran well ahead of our
announced target of an annual rate of 130 to 135
thousand.

The latest forecasts oredict even higher commencements
in 1984/85. 1Indeed the industry is expected to be
performing at close to its capacity. The 1lift in this
sector not only directly provides jokbs and alleviates
the housing needs of many, but also contributes to
strengtnened demand for a wide range of goods as
nousehiolds astablish thamselves. -

Wwith that record already behind us, it is not surprising
that confidence in the community is at a high level.
Consumer surveys continue to show optimism at record
nigh levels, while surveys of business indicate that
trading conditions and profitability have improved in
recent Juarters an:dl filrm expectations o€ further
improveiments over coming months.

The survey resualts have been borne out by a turnaroand
in business investment, which increased in the March and
June Juarters aftac 3 saccessive quarkerly declines.
Business itself expects (urther growth in investment
Lhroagh 1984/35, an expectation that has been assistaed
by our specific actions in the Budget to encourage such
investnent. Thase include the introduction of company
group taxation; 1lifting the depreciation rate for
commercial buildings from 2 1/2 per cent per annum to

4 per cent per annum; and an extension by one year of
the time for the eligibility of plant ordered before

1 July 1985 under the terms of the irvestment allowance.

While workingy towards these clear achievements in
reducing inflation, expanding employment and providing
the basis for a sustainable recovery, the Government has
from the very beg1nn1ng given high priority to issues
elevant to rais lng Australia's long term growth
verformance.

Jdne area of concern is the burden that excessive and
often irrelevant and obstructive laws and regulations
imposes on the economy and on the operations of
businesses. We see the removal of unnecessary
requlation as contributing significantly to improved
economic growth performance. The Australian Chamber of
Commerce is one of several national Lusiness
organisations which have pledged ‘their assistance to the
Government in its efforts to remove unneceosary
regulation.
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I believe that this Government is the first teo have
begun tackling dz2reqgulation in an effective manner.

The major financial deregulation we have been
implementing over the past year is benefitting the many
users of financial services and the whole community
through the contvibution of financial reforms to overall
qrowti,

The Steal Industry Plan and the approach to the Motor
Vahicles announced by John Button earlier this year
orovide a realistic basis for improving the performance
and efficiency of Australian industry in these areas.
They are an int2jyral parct of oi1r stratayy for ensiring
sustainad, loay-term economic jrowth,

Looking ko ithe fatiare,Bhere 15 evory r2ason Lo 2x¥paeci
that strong economic growth will continue.

The Badjyet Focrzcasts indicate coatinaed strong growin in
ctivity at arcund 4 to 5 per cent, further gains in

aoloymeankt of over 2 per cent Lturouagn 13984/85, anid lower
underlying rates of inflation.

There has been nothing since the 3udset to cause us to
revise that broad assessment in any way downwards.
Rath2r the opoosite - indeed, revisac forecasts of tho
farm sector by the Bureau of Agricultural Economics
suqggest an upwards revision to farm 3DP: and private
investment and counsumption both appear to be performing
as well as or better than anticipated in the Budget.

In the three months to August retail sales rose by 1.7
ver cent compared with the previous three months and it
seems lixely that private consumption spending will show
strong ygrowth in the September quarter.

I know that some concern has keen expressed that the
timing of the election may prejudice the growth of
retail sales. You should remember that some.powerful
countervailing pressares will be oberating. From next
week, tax cuts will be increasing everyona's take ome
pay. For the great majority the increase will be $7.50
per week. Increases in pensicns and benefits will also
mean higher disposable incomes.

Single rates of pension and benefits will increase by
$2.50 a week, which represents an increase in real terms
beyond that required for indexation. The rate of rent
assistance will rise by $5.00 a deek or” 50 per cent,
while supplements for children will increase by $2.00 a
week, bringing the total increase in child sugplements
since we came into office to 40 per cent.
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This is happening at a time of year when spending always
tends to be high and when, furthermore, consumer
confidence is at record levels. Retail sales should
reflect the combined benefit of all these factors.

To maintain the recovery and to establish sustained non-
inflationary qgrowth, we must address a range of
difficult issues.

We will zontinue to reduce the budget deficit as private
investment expands strongly - as it will do - next vyear,
and beyond, in the course of economic recovery.

In this area, our record as responsibl® fiscal wmanagers
stands for all to sez2.

We delivered a final 1983/34 Budget deficit of aander 33
billion, substantially lower than the inherited
prospective deficit of 33.5 Hilion, and the 1983/84
Budget estimate of 3$3.4 billion.

In the :1334/35 3udjet w2 readuced the deficii by a
further $1200 million, as compared with 1983/84.

Let: there be no doubt, under my Government the deficit
will be reduced further next year.

We belizve the only long-term way to reduce deficits is
through jrowth in the economy, coupled with firm control
over Governmnaat spending.

We do not believe that thzre is any scope Cor reducing
the budget deficit by increased taxation.

I give you the categorical assurance :hat there will be
no overall increase in the tax burden, next year or
through our next term in office.

But while avoiding any increase in the overall level of
taxation, we will not let down the Australian people,
who believe that the whole taxation system is in need of
a thorough overhaul.

We all know that the burden of taxation at the moment is
distributed unfairly.

And we all know that there are features of the
Australian taxation system that inhibit production,
investment and employment.

What is needed is not a quick political fix, but a

careful review in full consultation with the Agstralian
community. '
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My Government is proud of the economic' recovery of these
past twenty months.

But we recognise that these are only the beginnings of

our struggle to achieve the great ambitions we share for
Australia.
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Australia needs and deserves not one or two years, but a

generation near the top of the world league table of
economic growth,
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Australia needs and deserves aot only higher employment
; and lower unemployment, but a return to full employment.

Australia needs and deserves not a veciod of lower
inflation, but permanently low inflation.

Australia nz2eds and deserves a Government that is
conscientious in allocating part of the fruits of
national economic growth to genuinely aneedy Australians.

i These are the great ambitions we all share for
Australia.

And now, after a decade of despair, Australians
Justifiably are daring to hope that thay can realise
there great anbitions,

The Australian Sovernment is working to realise these
E hopes and ambitiasns.

I look forward to your continued support in this great
venture for Australia.
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