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As I promised, the Prime Minister of Ausiralia
is my guest in the studio now.

Prime Minister, good morning and welcoms.
Good morning, John, thank you.

~

Did you have a good holiday?

‘Beaut, thanks, John, marvellous.

You look very, very well.
I feel it.

Is Lizard Island as good as they tell me it
is?

It i8 very good, very restful, not tco many
people.

Obviously you needod a rest because you

"have walked into a turmoil on your return

really, haven't you?

I don't know about a turmoil, we expected

that there was golng to be - -~ not only expected,
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but we want a wide ranging community
debate on our tax proposals, and that is
what {8 happening and we are indebted to
people like yourselves, John, for the way
in which you are facilitating that.

Yes. I see a lot of headlines have been
pretty tough - "Give way, Mr K", the Sun
editorial said yesterday, a lot of people
saylng that what you are doing is going to
cost you office, "What a rip-off", we are
reading here, there and everywhere; has the
reaction been greater than you thought it
would be?

No, much as 1 expected. I was a little bit
disappointed in some areas, John, that there
hasn't been the attempt to look at the package
as a whole.

When you are talking about tax reform in a
country like Austral_ia,.of a systerﬂ that has
been running down f"or over 30 years, then
it is inevitable that in an overall package
there will be elements that some people won't
like, and some clements that may, just
congidered by themselves, hurt them and so
if there is a. concentration on partic{xlar

elements you will get those headlines.

I just wish people would look at the package
as a' whole.

Is that the thing that has disappointed you the
most, the fact that people have been motivated
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by how they arc going to be affected themselves
rather than the effect the package will have
generally on the country?

HAWKE: Yes, 1 think so, John, although ! understand
that people will try and see how it Is going
to affect them, but 1 think they have tended
to be mislead into saying "Well, look, some
prices are going to rise, it is going to cost
us more", but what they need to do is to
look at what additional money they are going
to get in thelr pockets from the very
subsgtantial tax cuts that are proposed and
in net terms they will be better off.

I think it {s a pity that they don't understand
that, but secondly and more importantly, if
they are concerned not just with assessing
their own particular position at this moment,
but if they were to think about what sort of
country they want this to be for their children,
whether they want a country which is going
to be efflciently placed to best organise its
resources, then I think they should take

the wider view, and we do need to male

these changes to make Australla not just

more equitable but more efficlent,

The country will pay a very high price {if
we just allow the tax system to run down
in the way it has been.

LAWS: + Are p\eoplc. do you think, really aware that
in fact some items are going to be cheeaper
and some items will vary very lttle in
cost, and of coursc gsome - and pome consider

the most important - will be more expensive,
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but all we seem to hear about {s the fact
that things are going to be more expensive,
but not ell things are going to be more
expensive?

No, that's Eight. We have st the present
time a wholesale tax system which brings
in about $4.7 billion.

We are going to scrap that, that has a wide
range of goods within it with tax rates ranging
from 7% up to 20% and up even further to
323%.

Just to name these goods - cars, TVs, radios,
soaps, detergents, pet food, soft drinks,
insecticides, toys, toilet paper, watches,
shavers, cosmetics, tofletries, pens and
handbags - they should all become cheaper
because the very high rate of wholesale tax
will be abolished.

But is it not true that those ltems that in
fact will be cheaper, or not very much more
expensive, are in fact the items more

likely to be bought by the higher wage

earners than the lower wage earners?

I don't know. As far as I know, I think
most pcople buy tollet paper - a bit of
class distinction there!

A

' I hope that i8 true, I think so.

1 didn't hear you say toilot paper in the
Mst. 1 certainly would egree twith thet.




But 1 mean to look at it generally, motor
cars, for example, the biggest savings will
be made in the biggest cars.

HAWKE: Yes, but nevertheless 1 don't think we in

this society now think of motor cars as
luxury items, a commodity which are bought
only by the highest income people.

Your general point is right, John, that there
is going to be a whole range of goods which
are going to be cheaper and that is of
course one of the reasons why a 121% broadly
based conéumption tax is not going to
produce & 123% {ncrease in prices, because
the estimated 6}% increase in the CPI
represents an amalgam of price increases and

price decrcases and price neutralities.

We have deliberately calculated that tax
cuts, that's in direct personal tax, in terms
of ensuring that pcople will be In net

terms better off.

Let me just give the figure again. The

average weeckly earnings figure, which is
$22,500 & year, an average single person
on that average weekly earnings will get

431 a week more in his or her pay packet
as a result of tax cuts.

They will pay $16.80 a week more through
increased prices, they will therefore in
net terms be $14.20 a week better off.

If you teke not that average weekly earninga
figure, people might say that is o bit high,
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take the figure of $19,000, where the 46¢

in the dollar marginal rate cuts in, the average
person there will get $25 s week more in

their pay packet, they will pay $15 a week
more fn increased prices, in net terms

$10 & week better off.

What about those peoplé who have a fixed
income?

There I8 a range of considerations there - -
A low fixed income.
Essentially thé package does these things, John.

To the extent that even with low incomes
they are still within the taxable income
level, they get the benefit of the tax cuts

which will more than compensate.

To the extent that they are the recipients of
soclal welfare payments pensions or other
forms of social welfare payments, there will
be more than compensation, without running
through the whole range let me take the case
of the single pensioner, the calculation is that
the 63% increase in prices would require

$6 a week iIncrease in pension to cover that.

In fact, what will be given will be a $9 a week
incroaso. There will be substantial increases
of 14% in the areas of spouse rebates and
family ellowances - 14% incroases, end s0 every
point at which thére is a dependency upon
welfare payments the compensation will be

more than 18 necessary to mcet the price
incresse. '
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iIf & pensioner, for examplc, has a nest egg
set aside, a bouple of thousand dollars or
flve thousand dollars or whatever it might
be, to make life a little more comfortadble on
odd occasions, surely that $2,000, $5,000

or whatever it might be, is {mmediately worth
1248 less?

What you have to ask yourself is if they have
got this nest egg set eside and it carries

an income stream which puts them {n the

tax area, 'ghen they get the tax benefit
because the direct tax cut is of benefit to
them, go that more than offsets, or will
offset, what happéne in regard to the increase
in prices fhat will occur as a result of the
increase and the imposition of a broadly based
consumption tax. '

But if they don't pay tax - -?-

If they are in the region where they don't
pay tax and they iare the beneficiaries, social
welfare beneficiaries, as 1 have said, there
is a significant over-compensation of those
benefits and those payments, and part of
that ov’er—compensfation has been put there

in part to'ﬁzke account of the sort of
considerati;on that you telk about.

Yes‘p but if there {5 a saving set aside, in
fact in true terms thet saving s worth 123%
loss? '
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HAWKE: : To the extent that prices go up, then that

will be so if the value of their saving doesn't
increase.

It depends upon the form in which that
saving is held, because, you see, if prices
rise then the prices of certain assets that
are held can rise as well, and therefore {7
there is a corresponding rise {n the price
of the asset in which the saving is held
then they are not disadvantaged.

1 concede t:hat in some circumstances of course
what you say is right.

LAWS: .The big leaguers, and there are plenty of
' them about, are obviously golng to try and

find a way to deal with the capital gains

tax. \

One way t!_iat is ex}idént to me, and I imagine
to you as well, is {f the family is exempt from
capital gaihs tax 1 am sure we ere golng to
end up with some fairly extravagent family
homes, arcn't we?

HAWKE : . Well, I don't know, I don't think this has been
the experience of other countriea, John.

You sce, all the debate about the capital
gains tax éeems to be to some extent put upon
the basis that what the Australlan government
is puggesting is somathing unusual.

It operates In virtually every qther country
in the world, and {t hasn't produced these
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sorts of results. I think that there are
lmits upon what people will do, how they
will allocate their resources, I don't think
that they are golng to deliberately distort
the way in which they spend thelr money
to avold something which I remind you is
not a tax on nominal gains, they are still
going to be able to invest in other asseis
and to the oxtent that those other assets
simply appi'eciate in Une with the general
level of inflation will attract no capital gains
tax. ’

But surelyi if they are going to - -?

I accépt that there may be some element of
what you say - ~

It is unavoideble though, fsn't it?

Yes, I mean, if you.are going to adopt the
capital gains tax for the basic reason which
I support it, and that is as a means of
helping the fight apainst tax avoidance and
evasion, tixen that is the justification, the
basic justification, not the revenue you are
going to éet.which is not much over

$100 million,  which in the totality of tax
revenues gs rather small.

But &s the white paper points out, John, the
basic; argﬁment for a capital gains tax is

88 a veapon to stop tax avoldance and
evacion.
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HAWKE:

Some qQuestions that listeners have asked
that I ask of you, 1 will do on their behalf
as I said I would - will the toxes fall on
special dietary food, in particular for
diabetic children as they are excessively
expensive already?

John, the proposal is for no exemptions, and
I want to say this to you, that the rcasons
for that are as follows:

Firstly, if there Is one thing that has come
through to us and our advisers in the months
of work that has been done on the tax paper,
it {s both from the countries where they

have these forms of taxes and from independent
experts is to say no exemptions.

The reason they say "no cxemptions”, recognising
that there can be the sort of thing you talk
about - pérceived hardship - is this, that
you hnmedjately increase enormausly th'e
administrative costs because the retail outlets
have to have separate accounting systems,
difi’erentizited cash registers and so on,
whereas if: you just have no exemptions then
at the end of the month, the end of the
period, they-just fake off 12i% and that is
it.

It increases the opportunities for evasion,

\ K
. but aleo very importantly, John, it goes

back to the point that you were talidng
about before that is not sufficlently recognised,

SN
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that we do have now a very wide ranging
tax on goods.

Will there be sales tax on things Hke diabetic
foods for children, specific requirements?

There would be no exemptions - yes, to the
extent that that was - -

But 1 mean would thqre be sales tax existent
on those now that could be removed, I am
not sure?

No, genefillly speaking there is not on food,
generally.  You get into this dividing line
between cé‘;nfectionary and food where you
have the stupidy that I think Kit-Kats attract
a tax and chocolate biscuits don't.

So there is those sorts of absurdities, but
I was lea(iing to the point, John, that once
you have imy sort of~exemptio'n at all then
you have created V‘the absurdity that we
have got rjow.

With this A;vholesale tax system you have tax
on certaln goods, you don't have them on
others where there is a great similarity;
you have a tax of 7% on some, 32{% on
others.

That wholesale tax system {s a total chaotic
mess.  Successive governments independent
of politlca.i persuasion are always under
pressurc «~ i{f you exompt this, exempt that,

have a difforent rate on this, a different
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rate on that.

As far as the problems that are created by
having a tax on foods generally, or on particular
sorts of foods, I go back to the point, John,

tht the compensation that is going to be

given in tax cuts in direct personal income

is golng to be very much greater than the
increase in prices assoclated with the broadly
based consumption tax, as is the Increase

in paymecnts of social welfare benefits.

So people are goizig to have more in net
terms than they otherwise would have.

Yes, but in specific areas, for example these
foods for glabetic children or specific
requirements for diabetic children, they will

in fact be 121% dearer because there is no

sales tax to take off in the first place?

Yes, that'é right.

And thero 18 no avolding that, you have to
take a hard line on that and say "That's
ft"?

It is not a éuestion of takdng a hard lne,

it roally is the point that once you talk
about an exemption for one thing you create
an adminisirative chagos and you create the
situaﬁon where governments are going to

be subject‘.to eaying "Well, you exempt that,
why not, this, why not that, why not that??,
end it we were giving péople less by way

of tax cutt; on thelr direoct tax area so that
fn not terms they are worso oﬁ'f. then you
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would fecl really bad about it and you
wouldn't do it, but there is that cushion

of gurplus in the direct tax cuts and in

the soclial welfare payments.

I understand you are saying that it is not a
hard lne because you see it 8s a necessary
line, and when it is necessary it then ceases
to be hard, but I imegine the mothers of
the dlabetic children are going to see it

as a pretty hard lne. '

Nothing can be done about {t?

I see that they would see that as a difficulty,
and the probiem one hae, John, is this -
that if you are talling about difficulties

the greatest difficulties that have been
imposed upon people ke that, ordinary
Australians, is thot an increasing proportion
of the more privileged of us in this society,

" the more privileged Australians, have been

avoiding tax altogether.

The most regressive burden that you can
place upon ordinary people, including the
sort of people that you are talldng'about
here who have thesc particular burdens,
is to have a tax system which is breaking
down and }mpos!ng increasingly a greater
burden of tax upon ordinary wage and

+ salary earners.

tthat this reform i{s about is to create overoll
a more equitoble system where the tax
burden will bec shared more equitably, where
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LAWS:

people whatever their siation In Hfe, ere
going to have to pay tax where they have
been avoiding {t, so overall you will be able
to reduce the burden on ordinary people.

That is the hmin. and I believe a noble and
proper, objective.

If in the process of achieving that there are
some particular problems, well, in a sense
that is unavoidable but you are going to
create overall a greater fairness in the
society, a greater equity.

You know that I understand the motive of it,
because the day after it came ocut when |
talked to you on the telephone I said that

if we are all proper Australlans we should
gay "This is the way it should go beceause
the average Australlan is going to be batter
off if the majority of Austrslians are going
to be better off".

I certainly understand the motive, and I
certalnly see that realistically those people
who have been in a position to abuse the
tax schemes in Australla have abused them
out of hand and now they ore g‘oing to pay
the price and meny people don't ke it.

I do, however, think it is pretty tough that
people Hke the families who have diabetic
children peid the price before by subsidlsing
those who evaded and avolded tax, but

now thoy are peying the price again.



Well, John, I hopc you understand the point

One gets no pleasure if a particular group of
people, worthy people, have some additionsl
burden placed upon them. I mean, that

fs not something that you went to achieve,
but I hope you appreciate that the unanimity
of the advice, not from harsh monsters but
from well motivated people, the unanimity

of advice to povernment that if you have
exemptions then you are creating a monster
that will start to emerge again as something
which is destructive of the totality of

1f there was a way in which you could create

a perfect tax system in which there were
no problems for anyone then I would love to

do it, no-one would love it more.

I mean, both on humanitarian grounds and may
I say on political grounds, there is no
politician, there is no prime minister, who
wants unnecessarily to create problems and

No, well obviously you have endeavoured to

create what you consider to be a near to

What about disabled people - wheelchairs and
{hinge Uke that that have been currently

HAWKE:
1 am malking.
equity for everyone.
I certainly don't want to do it.
LAWS:
the perfect tax system.
HAWKE: As’'near as we can,
LAVYS:
excempt from taxation?
N o
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HAWKE: _ In the area where they were exempt from the
existing sales tax - to the extent that you
are absolishing a sales tax which hasn't
applied to them, clearly if you now bring
in a broad based consumption tax in the
areca where there wasn't a tax, then prima
facie they would be adversely affected.

I don't know whether in straight medical terms
like that, disability terms, whether there is
a consideration aveilable for exemption there,
but ageain it secems to me that you run into
the same sort of problem that I was talking
about before, that once you create one

arca of exemption you open up the whole
issue.

But as it stands now it is true that if they
are not paying a wholesale tax, {f they are
exempted there, and there is a non-exempt
broadly based consumption tax brought in,
then it would catch that area and it vould
have to be the case, I woul.d say, that I
would epply the same sort of observations to
that as I did to the other area.

At the summit, John, these sorts of things

sero going to be open to be put to the government.
I have made it quite clear form the beginning

in the election campeign that the ninth principle,
that is, a broad community support, is

important.

We arc going into this summit not with it belng
a charade, but to Usten intently to all the
submissions that are put on behalf of all
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groups in this country, and both Paui Keating
and 1 have paid that the government will listen
very closely to what 1s said, we will etudy

in the weeks after the summit very closely

all the submissions that are made.

It could be that in regard to the final decisions
that are taken that you could see some
particular areas where the general observations
I have made ageinst exemptions would be
capable of isolation, so that they would not

of themselves open up further clalms f{or
exemption.

I can tell you are concerned about the fact
that disabled people might have a 121% tax

-

I am concerned about {t.
Yes, I can tell you are.
I am.

But then again you find yourself in a bind
because if you .do permit exemptions there
you have over-ruled what you caid 'strongly
to me prior to that, so it is not an easy
job, fa 187

it Is not an casy job. Let me, without
commitment, because one has, as I say,

to study very carefully all thesc considerations,
if & government wers perouaded that

there were some particular areas of, £y,
nedical disabilities where they quite clearly
wore capeble of isolation and never able to




be used as & precedent for other arcas,
it 18 concejvable that you would be able to
do something in those areas.

But what any government would have to guard
against, John, which is what [ was talking
about {n my first answer, would be exemptions
which of themselves were capable of leading

to other broader classes of exemption because
thai is what has lead to a wholesale tax
system now, which as I say is a chaos and
totally illogical.

(Interview continues at 0930 and separately
transcribed)
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(Continuation of interview commencing 9 o'clock)
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I'd like to have roomfo move where - and I'm
now saying this obviously without commitment -
but as you can see, I would be terribly worried
ohnnt impncing o hardchip  if yan nan put it
in terms of medical terms, disability terms -
impose a hardship which didn't currently exist,
and I would think a government could look

at a category of that kind which clearly was

not capable of uses of precedent.

I would certainly listen to those submissions
closeiy bepuuse there's no way I would be

sbout trying to do something for a disadvantaged,
a medically disadvantaged group, if it were
cepable of avoidance in a way which wouldn't
open up rorts elsewhere.

I'm not saylng that's a rort, but there could
be rorts clscwhere.

IXY

(LN

T B L N AR .




LAWS:

HAWKE:

LAWS:

[

-2~

Oh no, I know. But then of course you're
going to find that the mother of a diabetic
child {s then going to react.

Yes. Well, I use the term broadly - "medical".

If you've gone to two instances which in a sense
are medically identifiable as either in the one

case a disability, a physical deformity which
requires a particular sort of vehicle or instrument
or apparatus to help that person.

The other was another sort of medical disability.
1 don't want by my comments to create a
situation where I'm breaking down the concept
of no exemptions of a kind which were capable
of applying to everyone.

If you could gec a situation in strictly medical
terms which were not capable of then being
pushed to general type exemptions, then I
think that's worth looking at.

The supposed experts have had lots of things
to say, but a comment that I recad that !

found interesting concerning Margaret Thatcher:

"Finance Department economists reminded
Cabinet that when the Thatcher government

in Britein imposed a big VAT, value sdded

tax, increased within a month of assuming

low office, low income earners were cushioned
by the esxemption of food items.

"Mrs Thatcher's ultra conscrvative administration
exempted fuel and power and children's clothing

as well".
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Now, abviously she'd taken the line that
‘she didn't want any cxemptions, but ultimately
had to bow to them.

HAWKE: But let me say this, that you can't just make
a straight comparison betwecen what Mrs
Thatcher did and what we're about, because
this {s & much more sophisticated, if I may
&=y60, and more complete package because
where we are different from others is that
we are simultaneously with the proposals for a
broad based consumption tax we're simultaneously
more than compensating by very substantial
cuts in direct income tax so that people in
net terms are going to be better off.

In other words, the impact upon the sort of
categories of people that you're talking about
‘of increases in food prices and clothing prices,
is more than covered by more money in the
pockets of those people.

LAWS: . John McBean, the New South Wales Labor
Council, has said today that the package is -
and to quote him "stone dead unless fcod is

O , exempt from consumption tax".

HAWKE : Yes, John has said that earlier and Paul has
replied to him. [ don't accept that that's
an accurate statement of the position.

LAVWS: What about charitable orgenisations? What about
.. Meals on Wheels that really do a job to help
people that are underprivileged?
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What about the Matthew Talbot Hoste! here
in Sydney and centres that help people who
can't help themsclves?.

In terms of their purchases?

Yes.

Well, as it stands now the purchases which
they make of goods and services would be
subject to tax. '

What you've got to appreciate is thet in the
whole area of Social Welfare benefits that the
recipients are going to be in g, in net terms,
better pbsition than they wvere before because
we're golng to more than compensate welfare
bencficiaries by the increase that will be made
‘in those payments compared to the Increase In
prices.

So we're not ignoring - not only not ignoring
the arca of people -who are dicadvantaged - we're
going to deliberately ensure that in their

income terms they will be better off, so that

1f you look at the wielfare arca as a whole, dohn,
I think you can sec that we've very deliberately
teken Into account those concerns.

Would there ever be a possibility that the
consumers tax could be turned to the benefit
of Australia? I was talldng about it yesterday.
1 was thinking out loud about it yesterday in
my radio programme which I spend a lot of
tima doing, that perhaps it could be to the
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betterment of Australia {f certain items created
and produced in Australia could be tax exempt
to encourage people to purchase those over and

gbove overseas items and luxury {tems.

For cxample, the good old Onkaparinga blankets
which everybody needs, whether you're rich,
poor or indifferent, everybody nceds a blanket,
if it didn't have a tax on it and people were
encouraged to buy it it would be good for
Australian industry.

If however:people vanted to go and buy Christian
Dior or Lanvin blankets they would pay a bigger
price and tax on {t as well.

John, the way in which you make decisions in
government about the encouragement of Australien
industries and the relative price levels of
Australian products and imported products is

not via the mechanism of exemptions in the

consumption tax area.

You have your whqlé teriff structure, tariffs,
bounty sysfems, that whole apparatus is
avallable to government to provide incentives
to Australian production and Australian
consumption, and that's the eppropriate way
of doing it - not via the method of exemption
in a consumbtion tax for all the reasons I put
befora. o

1 would have thought it would have been good

to encoumge' Australien ihdustry in that way

end make it & bit casler on people buying products
that are in fact cssential.




HAWKE:

LAWS:

HAWKE:

-G~

But then I suppose you'd have the producers
of the non-essential products not belng too
pleased.

Well, you're opening up the whole range of
problems that I referred to before if you start
using exemptions within a concumption tax

system for other purposes.

You've got a range of instruments as government
available to you to try end say we want to
encourage_fhat sort of ihdustry, vis a vis imports,
and you should use those instrumerts rather

than the exemption concept within a consumption
tax system.

A lot has been made of the effect that losing
the expense account is going to have on
restaurants.

I know that you were interviewed recently

in Adelelde on the subject. I've heard a lot

of people discuss it. I haven't quite seen it
the same way but 1'm interested in how you sec
it.

Well, let me say this, John. Firstly I believe
that if & b:usincss deal is worth consummating
it's not go&ng to Hve or dle on whethor there
is a subsidiéation of a meal in a restaurant.
If you and_i I want to complete a deal which we
think is worth doing and we've got to do it
over a meal, then we're golng to do that
frrespective of whether there's a subsidisation
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by the general taxpayer of our five course
meal and for you a lovely bo:tlo of French
wine and for me, some beaut Perricr Water.

] think if we think that the deal's worthwhile

we'll go ahead and do it und consummate it
over that mcal.

But let me make the more obvious polnt. You've
travelled overseas, John., You've been to France.
There's no shortage of S*stm; restaurants in
Prance. " . ' '

My instant érgument to that of cource wacs
there are more peoplc'in France, but your
answer to that was there arec more restaurants
too.

That's right. The ratio of rcstaurants to

persons in Prance is a much higher one than
here. ' '

The realitics nre of course that it's not seen

as neccssary in other countries for the ordinary
person, the ordinary wag"é and salary carner to
be subsidising people who want to have their
meals in restaurants and it's been rorted as well,
as you knox}r.“,'that where you have thesc backdating
of credit ca't‘rda where executives will take their
families outfon the weekend to a meal in a
rectaurant end have the thing back-dated so it

appcars to :be a business cxercise during the

‘week - thie is a luxury that Australls can do

without, and all the expcrience of other countries
shows that the restaurant business will ptill

survive end prosper, as it phould.
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LAWS: This i8 another question from a caller. What
is Mr Hawke going to do to incorrect the
imbalance of publlc servants to private
enterprise workforce, assunming of course
that you sce it as an imbalance, which is

4.8 to 1 apparently at the moment.

Also how much longer can the Australian
economy stand this imbalance.

HAWKE: I'm not quife sure _whét the listener mcans about
the imbalance. The fact is, if you look at
Australia ag a whole, that 75% of the jobs in
Australia u;;e in the private sector and that's
why since we've been In government we've done
everything we can to try and crecate the proper
environment for the private sector.

Indeed the 375,000 additional jobs that we've
created sin¢e we've been in office have been
very, very;substaﬁtially in the privato scctor.

I'm not onc who's here an apologist for or
protector of the Ip\iblic service. I thinlk that
in the public service of {he commonwealth lcvel
and the state level there hus over the years
accumulateé certain areas where moro lcanness

can be intrbduced.

We're gradﬁally moving to do that and we'll
continue to do it.
But I want; to say this to people: if you're

golug to hévc proper defence forces, if you're
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going to have a fuir and substantial social
welfare system to protect those in the
community in need; 1if you're going to have
your roads built ond your bridges built and
your schools bullt and so on, then these

things don't just happen. You've got to have
a public service to help in the creation and the

delivery of these things to the people.

The secret, John, is to try and make sure that
you have a public service which is not unnecessarily
large or obesi;. and I can assure 2ll your listeners
that 1 am verj/. very responsive to this, and in
the long exercise, John, that we went through
earlier this year which led to a $1.26 billion

dollar saving in the May statement, part of that
involved considerable cutting back of claims for
additional respurces of bodles in the public

sector, end I'll continue to adopt that approach.
will you meke an attempt however to curb that
sort of public, spcndifxg?

[ will say more than that: not only will 1 attempt
to curb it, I've already done it. .

Just take the comparison between the previous
government a;ld this one: look at all the nonsense
that they weﬁt on with that Razor Gang exercise,
snd it produced in the end something lke about
$300 million. |

In our first year in 1983 we had a very, very

subsiantial exercise. Again this year 1} billion
cutting. We just don't talk about hard decisions,
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as distinct from our opponents. They used to

-~ talk, coms to the hurdle and say, "Oh, that's

a bit difficult. We won't jump that one".

It was in the area of the public service, in the
area of forelgn banks, in the area of floating
the dollar, in the area of deregulating the
finoncial system. All these things that ought
to have been done to help the private sector,
to make a more tough competitive Australian
economy, they did the work, wouldn't make the
decision.

We do the work and we take the decisions.

The 1983-84 wages for public servants amounted
to $4.9 billion. The projected budget for '64-'85
is 5.3 bilion. That's a fair increase.

Well, I can't say whether those figurcs are
accurate. I'm not saying they're inaccurate,

I just haven't got the statistics in front of me.
8o I'm just in a position where I can't say that
that's right or wrong. What's the source of
them?

The Bureau of Statistics.

Is it the Couimonwealth Public Service Bill?

It's the wages for publie servants. 4.9 billion
In ~ - '

Well, as 1 say, I'm not arguing about the figures.
I can't say ycsz, they're right or they're wrong.
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But let me just make the generel point, that !
asgure you and the particular listener concerned,
dohn, that where we con halt the growth of the
public service where we belleve that can be done
in areas where growth is not necessary, we have
done it, and to the extent that we make declsions
that there can be some cuibacks in areas where
there are too many, we have done it. We'll
continue to do it.

I don't want to have one more public service
on the commonweanlth public payroll than is
necessary. ' '

It's not the easiest thing in the world just to say,
"Well, you're going to cut this, cut that, cut that",
but what you can do is to ensure that where there
have been requests which I think have been based
on past assumptions that you put a request up

and it will be grantéd and there'll be more public
servants there. Ve are very astringent about that,
‘and by the :f;roccss of attrition in certain areas
there will oéicur cutbacks.

What this gofvernment has done, what no other
government has done, is to impose the constraints
of the trilogy upon us, that is to constrain the
growth in public expenditures, and that to a
very ﬁubstaﬁtim extant includes expenditure on
public seiyiéé"ealaries. |

Meving said all that, I think it is fair for us not
to indulge in this orgy of an attack upon public

* garvants.
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Either we want defence and education and
roade and éocial welfare or we don't. If

we want them and I understand that the
listener involved and all lsteners would
accept that those things i}re necessary for

a fair, efficient and equitable Austiralia, then
we've got to understand, as I say, those

things don't grow on trees.

They are delivered by human beings, employed
on behsalf of the community.

When we {ajllc abou‘é public servants, dén't let's
degplse the;n. let's understand that they are
people employed on behalf, not of Mr Fraser

or Bob Hawke or Paul Keating or John Howard.
They are there to serve the public, to provide
defence for the publie, to provide cducation for
Ehe public, to provide roads and bridges and
all these sorts of things for the public, and what
we ought tb do is to try and have pride as a
community m acquifing a public service which
is efficlent, talented - we don't want to have
our best p;:ople being leeched out of the public
service into the private sector. The public

is entitled to have high quality people there
ensuring thut we get good public service.

So I Bay, yes. there is fat that's accumulated
over 'timc.';‘ te're trylng to cut that out. But
1 am not gf_oing to be party to an attack upon
public servants as guch. )

W

There's a very strong suggestion if the tax
reforms are implemented, that you will then
require yét another army of public servants

to monitor and administer it.
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John, the calculations about the incressed cost
that will be involved I think are of the order of
$30 million.

That will certainly require some additional
public servants but I would have thought that
your ordinary listener would approve of the

fact that employing more people in the tax office
to cut out tax avoldance and evasion which is

what woe've done, is to thelr benefit.

If we can ensure that people who've been avoiding
and evadiﬁg their payment of taxes which has
meant that your ofdinary listener has had to pay
more, then if by the employment of more people
to get a more cfficient tax system, if that means
in the end they are better off I think they'll

welcome {t,

I would imagine they would. Flve of the nution's
leading business groups - and you would know
them - atfécked the . government's taxi reforms
claiming tﬁey would severely damage the economy
end they would cost jobs.

{ don't think that sits very well for the tax cummit,
does it? '

Obviously:I would hdve preferred that they

hadn't said what they did. It would be

dishonest to say otherwlise.

But let mé say this, that the efnergenco of the
government's White Paper has reflected to a very

T
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considerable extent the input of & number of
business organisations including some of
those that are included in that statement of
th¢ five, and we have had inputs from
business representatives which suggest for
instance that the approach in the fringe
benefits area which is adopted in the White
Paper is the best way to go.

I think that those orguni‘stitons of business are
like trade unfons, like an ACTU. They have
a big constituency, a lot of people, different

elements in their constituency.

I think what they've done {8 to issue gencral
statements ﬁat this stage. 1 don't think it's
closed off their willingnees or capacity to think
about the package as a whole and I'm, still
hopeful that out of the summit there can be
broad support.

" Let me repcat what I've sald from the beginning.

We do not go into the tax summit with a closed
mind. I said earlier this week that 1 believe
if you're putting the best position that there
should be the 123%, that there shouldn’t De
exemptions, but I've said - and I répeat here
on your programme, it's appropriate that I
should - that we are going to listen to what
the busineas community and the trade unions,

the welfare community has got to say.

. We'll listen:to them. We hope rcciprocally they'll

listen to usj.




LAWS:

HAWKE:
LAWS:

HAWKE:

LAWS:

-15-

We've put a lot of work into this. We are not
about doing something that would hurt the
Australlan community. That would be contrary
to everything that has characterised this

government since we've come into offlce.

We are about economic growth, and I say to those
business representatives, under what government
have you had the turnaround from recession

to record levels of growth.?

It's under this government because we've made
the decislons to produce that result and we are
not deliber:.ately about making decisions which
would turn that growih process around.

I think that thecy will respond to those arguments.

You don't agree that it would increase corporate
tax payments by up to 30%, as they claim?

No.
A fair escalation, isn't it?

Yes, and it's not only trade unions which are
cepable of making ambit claims, John.

What about‘. charitles? They're currently
tax exempf':t.o such a large cxtent anyway.
Cars they buys for lotterles miss the 20%
wholesale tax. Thelr cxecutive gets normal

perks like cors and things.

Are charlties going to be affected? 1 imagine
they'd have to be, wouldn't they?
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No. The whole question of exemptions for
charitles in regard to donations and so on,

that's not affected by these sets of proposals,
John.

What about if they want to buy a car in order
to have a lottery? Up until this time they've
missed that 20% wholesale tax which will now

be gone, but will they pay the - -

To the extent that cars generally are reduced
from a 20% wholesale tax down to 12}% generally
tho price of care should be better.

But what norimally happens In regard to
charities is, I think, companies make donations
in respect of the cars. I don't think that the
attitude of companies is going to change.
There's a growing body of opinion that says
both you and Paul Keating refuse to compromise
on the tax p'ackage so that you'll be allowed a
chance to dump it saying, “Well, we tried and
you didn't want it".

Is there any truth in that?

No, John. ({t's not & fair assessment. I think
if you look beck to the very beginning of this
during the lIpst clection campaign and everything
that I've sai‘d throughout, I've sald we've got

a reeponsibiﬂty as a government to do two
things.

Firstly to analysc the {nadequacics of the
cxisting system, and then to say, "Well, here

are the avenues in which there can be reform" and

- e e B e T
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I think as a government we have a responsibility

to say, "Well, we think here is the best way of
doing {t".

I remain convinced in my mind on all the
discussion that's taken place to this point

that the preferred option in the White Paper,
John, is the best way.

I concede ii's not without problems. Of course
there are problems, but I'm not going to lead
a government which walks away from issues because

there are problems involved in {t.

I don't think Australiang want governments Hke
that. We paid too heavier a price between '75 and
'83 for a government which walked away from

docisions because there were problems.

I i‘cpeat - the floating of the dollar, the
deregulation of the financial system, the

entry of foreign banks, the establishment of
appropriate relations between tiie commonwealth
and the state governments. In all of those

| o fundamental areas it was clear what the right

decision was.

But there were problems involved in it, co
government walkked away from it, and average
Australians paid a heavy price.

In all of those areas we've made the decisions,
despite the suggestion there were problems

» because we knew it was right for Australla.
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In this process, John, what we've done is to
say, "Well, we think this is the best way of
going."

We know there are problems because it's so important,
the whole tax areca. We're not going to impose that

upon you, we're going to open it up for discussion.

If in that process of discussion in the community
at the summit, before it, and after it - if out of
all that it's clear that the Australdan community
very broadly thinks there's a betier way they
prefer to go, well then, okay. We will respond
to that.

But I think at this stage leading up to the summit,
I've got a responsibility and Paul's got a
responsibility of arguing what we see on the

best cvidence available to us as the best thing

to do for Australla. |

] belfeve it is, but 1 don't go to the summit with

a closed mind. I'm gqing'to listen intently and

I'm going to study in{ently everything that's

said, and if at the end there is need for refinement,

then there will be rofinement.

But I've got a responsibility to put what I think

is the right_casc now.

1f there's going to be need for adjustment on
a large scale, will you just drop it?
I don't think the community reaction to this

point has talked about the dropping of tax

reform.

¢ A -
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What I think could emerge - and I'm being
hypothetical now - I hope it doesn't because
I think the preferred optlon is the right one.

It could be, John, that you could have a situation
where it's sald, “"Look, there are certain
refinements of that which would appear to command
a much broader community support®.

If that were to happen - it's not a question of
dumping something but it is a question of
refining something., ¢

We've made it clear that our minds are open.
But there is a difference in responsibility.

It's not a point of Keating and Hawke standing
baclk and saying, "We've done our job ~ there
it is", now we wait for the summit and listen
to what pecople have got to say.

If we believe on the e\vi'dence that's available
to us now as a result of a hell of a lot of
work that's gone into this, and let me juct
interpolate there to say no government in its
right mind does something which it thinks i3
going to be agninst the economic interests of
a country, or ugainst the intcrests of the
majority of people.

Vie belleve foervently and with integrity that

‘this i8 the right way to go, so we arc out there

trying to sell it, John.
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But I say on this as I've said from the beginning
of the ggsumption of Prime Ministership, I've
never beileved in public life that 1 am necessarily
right on everything that I tackle.

I hope that I've done my best to get to the right
conclusion. But if it occurs, that in this process
up to and at the uummit,k that we can see that
there's either a better way of going or a way of
going which ia going to have broader support,
then we'll listen to that and we will certainly

be disposed to try end do that.

But in the meantime if 1 belleve and if Keating
believes that on the evidence available to us

to this stage, that this is the best thing for
Australla, then I'm going to try my best to sell
it.

Has the going been tougher than you imagined
it would be?

Much as I thought. I think by and large, John,
that if you looked rib&:, trled to make an objective
assessment, ! think what you'd have to éay is
this: no one's come up with a detailed olieraative
package which they say is better to mcet what
99% of Australian people say is the case, that is
that the existing system's crook. It's gone,

1t's had it, it's unfair, it's inefficient.

No one's really in all the discussion come up anaG
said, "Look, here we are - that's better”.
They've pointed out some things they don't

like, and I think we haven't done too bedly so
fer. DBut it's a tough process.
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Sure i, Thank you very much for your
time. You've given us a lot of it as usual.

Vic're very grateful for it, and good luck.

John, could I say & very sincere thank you to
you. ! know you don't égree with every single
bit of what we're doing, but &t least you are
facilitating, I think, an objective discussion
and debate about it and I appreciate that.

Thank you, Prime Minister.
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