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JONES A weok tomorsow Australians go to the polls. Every
election for a new government is significant so its perhaps
cliche ridden to say that this is one of the most significant
elections in a long time. 1I've said before that in may ways
Australia is in the ambulance - chronically ill. This
election isn't about finding blame, but finding answers.

Like¢ every election the polls are playing their part, and
today they suggest that the gap between the leading parties
is closing. 1In 1980 at this time in the campaign Bill Hayden
vas well in front. Malcolm Fraser changed direction, Bill
Hayden ignored the advice of Noville Wran and decided to
tough it out and lost. Remember that Bob Hawke only needs a
handful of votes and about nine seats to go against him and
his government could lose. The real test of the gamble he
took in calling the election is about to be reflected in
eight days time on the political scoreboard. The Prine
Minister 1s my guest this morning. Good morning Prime
Minister.

PM: GCood morning Alan.

JONES: DPrime Minister, could we just forget for the moment
perhaps if it's possible that you're Bob Hawke, Prime
Minister, and just imagine that you're, say, HBob Adams from
Annandale and there's a bloke out there called Hawke who's
saying I want you to vote for me in this next election, and
he says, woll OK, I'11l listen to your story. The story he's
told is that when Bob Hawk . first came to office, the foreign
debt was about $29 billion and now its about $105. For the
first time almost every month we've had a current account
deficit for many months. wWe find that interest rates have
escalated. Inflation in relative terms is worse than it was
when they threw out Malcolm Fraser because they said he was
managing the show unsuccessfully. What do you think this
bloke at Annandale would say if that record was recited to
him?

PN: What that bloke would say - that's Alan Jones who is not
puttjing an jimpartial story. He's putting his loaded story
and not putting it acourately.

JONES: Couuld we take those points through?




PM: Yes, sure, of course we can.

JONES: $29 billion to $105. 1Is that accurate?

PM: Can 1 go through them all? The fact is that there has

been an jincrease in debt and the overwhelming proportion of

that has been in the private sector. The net debt for which
the commonweatlh is responsible, the net overseas debt, is §$5
billion.

JONFS: 8o you're not responsible for -

PM: Woll, it the private sector in fact increases its
borrowings overseas, as they have, that is a decision Alan,
as you realise, that is made on commercial grounds. They
assune that they are going to be able to finance out of the
investment and service the debt.

JONES: So you've got no control over that?

PM: You have got no control over the private sector. 1If
that's the sort of economy you want when you're going to stop
the private sector borrowing overseas, well then so be it.
what we've had to do, and what we will continue to do is to
exercise on our own economic front, that is the

commonwealth, a bringing down - and 1'd tell that chap out
there that when I care to office the deficit that John Howard
left me was $10 billion.

JONES: Not really. ... on the forward estimates. You know
that.

PM: And I know that the chap who was standing on the same
platform last night with you and John Howard, that is John
Stone, came to me the day after I was elected - that John
Stone, not somecne else - and told me that's what's in
prospect and we've got to do something about it. Now I would
tell this chap out thereo, Alan, that you're talking about, so
that he didn't get a ..., I'd say now look, in the area under
my control, I have brought that down at a rate of descent of
doficit that hasn't been seen before to a point where instead
of having nearly $10 billion that John Howard left me, 1've
got $3.5 in 86-87, it'1l]l be down to $2bin 1987-88. As a
proportion of gross domestic product, 1've brought the
deficit down from 5% to less that 13. That's what 1'd tell
him and I'd tell him also, that that's a significantly better
thing that’'s been done in any other western country. And
then on the inflation where I've been given ..

JONES: Could I come to the debt? So you can't control,
you're saying - because I find this difficult to believe -
you're saying to Australia and middle Australia, who is
terrified about this escalating debt which 1is affecting
interest rates fairly dramatically, which is affecting the
prices of houses and all that stuff, that Bob Hawke can only
look after the commonwealth debt and there's nothing else
they can do.

PM: Now wait a minute. Let me finish the answer. I'm
saying that in respect of the area that I can directly
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control, thet is, what the commonwealth's net position is in
terns of its oconomic operation, that's what I can direoctly
control. And 1'm telling the story of what I've done, of
that large inherited deficit which 1've brought down from 58,

58 of the qross domestic product, to less than 13.

JONES: How?

PM: By the biggest cutting in commonwealth expenditure
that's ever been seen.

JONES: When you came to government, commonwealth outlays
vere 543 billion.

PM: Why do you need to point the finger Alan?
JONES: 1'm not. I'm asking a question. $43 -
PM: Well that's what you were doing Alan.

JONES: Woll OK, I don't want to point the finger at you. I
might do that later, but not now. $43 billion were your
total commonwealth outlays. In five years they've doubled to
about $86 billion. Now does that mean that you are the
biggest spending government in history?

PM: It means that wvhat we have done is that in 1987-88
conmonwealth outlays as a proportion of GDP will be 13 lower
than they were a fiew years ago. Next year we will have
brought them, as a proportion - you seem to think that as the
economny grows, we have more pensioners, as we inherited, as
ve did, more unemployed, we had 250,000 thrown onto the
unemployment scrapheap in the last twelve months of Moward -
but as the economy grows, expenditures contract. 1'm telling
you that in 87-88 Alan, the commonwealih outlays as a
propostion of GDP will be a percentage point lower.

JONES: 1t took 81 years to get commonwealth outlays to $43
billson. You have extended it, you've doubled that. Are you
saying that you can get around that argument about your being
a big spending government, at a time when this election is
abour whether you want lower guvernment expenditure, not as a
percentage of anything, in real terms?

PM: Of course you've got to say its an expenditure of the
total product. 1If population grows, does that mean less
expenditure? If you've got a growing population, and if
you've got an increasingly aged proportion of that
population, then the obligations on government of any
political persuasion are going to be greater. Simply because
of the fact of population growth.

JONES: So we can't cut that expenditure?

PM: Woll what T'm -

JUNES: You havo, but can you cut it more?

PM: What we have done is to cut it mure in that last NMay

statement than ever had been done before. S§4 billion of
expenditure. It was the greatest expenditure reduction Alan,




in the last 30 yeara. That's what's been done.

JONES: Many people are saying you need even more severe
structural and expenditure adjustment to get us out of the
difficulty we are in, which your own Treasurer has said, and
you said, put us almost on a war footing were your words, and
your Treasurer sald like a banana republic. Now can you do
better?

PM: 1f you've finished your advocacy which is all this is so
far - .

JONES: No, I'm questioning you.

PM: No you're not. You've advocating.

JONES: No I'm not.

PM: Now don’t let's argue with one another. This -
JONES: 1'm guestioning you and I'm offering fact.

PM: VWhat 1°'m suggesting Alan, if you read the transcript,
you'll see that this is Alan Jones Advocate. And I'm not

worrying about that. 1It's what 1 expected. Just give me a
chance -

JONES: No, well I mean, you're under contest, you're
standing for Prime Ministership. I'm entitled to question
you.

PN: You're entitled to be an advocate. Let me -

JONES: No I'm not being an advocate, I'm being a questioner.
PM: I see, alright.

JONES: If that's too difficult for you say so.

PM: No it's not too difficult.

JONES: OR, well let’s answer the question.

PM: Wwell will you give me a chance. Let's come to the
interest rate ... aspect of what you're saying. You're
saying that as a result of what we're doing in the area of
expenditure, the puople have now got these record interest
ratoes. The facts are that the highest interest rate in the
19805 was under John Howard. 1t peaked at 22%. After I canme
to office - don't furrow your brows, that's a fact. It
peaked at 22% under Howard. Now wvhen 1 came to office we
brought interest rates down until we got hit by the declining
terms of trade. Now what's happening, as you know, that
interest rates are comning down markedly, falling, and that the

statement of the banking industry is that they are going to
continue to ... -

JONES: Some. Some. Wall Street said last week tLhat there
have to be greater adjustments. You launched your campalign
here in Sydney, didn't you. ...




PM: You said 1 could ansver.
JONES: OK, away you go.

PM: As far as interest rates are concerned, they are
falling. You're saying that the statement put to gentlemen
vul wherever he is - Alan whal’s 'is name - we were giving
him a picture, he had to be given 3 plcture of rising
interest rales. The f{acl is that interest rates are talling.
The fact is that inflation is falling. The facot is that
government expenditure as a proportion of GDP is falling. The
fact is that employment is rising. The fact is that we've
had double the rate of employment increase in this country
compared Lo the rest of the world. The fact is that
investnrent is rising. Those are the facts. Those are not
the puttiny of a piece of propaganda.

JONES: 1'm not propagandaising, I'm asking you questions.
I'm simply saying that you launched your campaign here in
Sydney. There is a massive housing crisis here in Sydney and
I wonder whether you understand that. Once upun a time you
were identified with the 1little bloke. Now you've had a tax
tebate, and ve're talking about tax policy. That's got
advertised everywhere. No bluke under $20,000 gets a cent
out the tax policy changes on July 1. This follow out in
middle Sydney where you launched your campaign finds hinself

PM: Can we deal with that. The felluw out there has already
got his tax cut. You're implying in your guestion that what
happens on July 1 is the only stage of the tax cut, as you
know, and you should be dispassionate enough to say so.. Its
the second stage of the tax cuts and that bloke that you're
talking about is getting a $10 a week tax cut. And if you
want to compare - I just wonder whether you'll interrupt -

JONES: No I won't interrupt you.

PM: Just look at that.

JONLS: OK, what do you want me to rsad to tham?
PM: I want t;‘:‘r‘ead the conparison Alan, of
JONES: Between liberal and Labor.

PM: Liberal or Labor - the comparison of net benefits on
Liberal and Labor family packages.

JONES: Well, let's take a break and I will read it.
Break

JONES: The Prime Minister 1is suggesting I should have been
more subtle.

PM: Not should have been, I expected you to be.

JONES: You expected me to be more subtle?

PM: Yaé.
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JONES: He's jurt presented me with a statemont about the
relative positions between the Liberal tax cut and the Labor
Party tax cut. Now I'm not here to argue the Liberal

‘position. If{ I want to argue that 1’11 argue with John

Howard about it. [I'm here to talk about your position and I
wonder whether, I'm simply asking you, in this tax cut that's
out on July 1, in the current economic environment, should a
blokoe on $50,000 - because you're criticising John Howard for
offering tax culs when in fact we should be reducing the
deficit and we should be making sure the debt guotient is
reduced - shouid a bloke on $50,000 be getting $26 tax
rebate? 1 mean, who does Bob Hawke represent? You've had
endorsenent from the millionaires, from Alan Bond and Kerry
Packer. Is your constituency saying, many of the Labor
people, Bob Hawke’'s lost touch with us.

M: No they're not. On the contrary, and all the evidence
shows that they're not. Wh, t.gpey understand is that they
were the ones who in 84 werd 'Sxcwed tax cuts - $7.60 skewed
down to the bottom - all loaded down to the bottom. That was
the first stage. Then they got the tax cuts last year in
December. They got theirs. $10 a week, a bloke on average
veekly earnings. Here you're now geotting the impact of the
benefit for the people with the rate coming down from 60-49.
That's not just something that's happened out of the clear
blue sky. 1lt's been a matter that's been a part of the
public discussion and with the trade union movement, as well
as business.

JONES: lLooking after the rich?

PM: Not looking after - if you want to ask the question of
looking after the rich, just let's look at the comparative
package. Will you examine the fact that under the Howard
package it's not until you're at $750 a week that you get a
net benefit out of the combined tax family package of Howard.
Hot until you get to $750 a week. If you want the comparison
between lHawke and Howard, let me give it to you. As far as
the Prime Minister ig concrrnard. the nat impsnt upon me aa
PYime Ninigter waz a luss of $54 s week, because 1] taxed that
part of the gllowances, which under the inherited Liberal
position, was untaxed. 1 got the benefit of coming from 60
cents to 49. That's more than offset by the fact that I
taxed the whole package. Under the NHoward package, as Prime
Minister, there would be nearly another 35400 a week going
into his pocket, So if you want to look at the guestion of
where you actually help the poor, and where the rich get
hurt, it's again the Howard package which is loaded in favour
of the rich. Under his package, until you're on $750 a weok,
you don't get a net benefit out o€ his package.

JONES: Right, but we can confirm that yesterday, on July 1
vhenever July 1 was, the bloke under $20,000 got nothing. So
itn spite of the fact that he might have got something before,
he got nothing yesterday.

PM: Well if you want to kcep -

JONES: But you're not telling the people that.
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PM: I've told them -

JUONES: You're telling them now.

PM: 1've told them that they got the second stage ot the
whole tax reform package on July 1. The first stage was in
December and as a result of the total tax package, the bloke
on average earnings in regard to tax is $10 a week better
off. What he's got to choose now is a position whether under
Howard he wants a tax and family package regime where you've
got to wait until you're $750 a week before you get a net
benefit, which is the position under Howard, or whether you
get a significantly greater benefit under the Labor package.

JONES: Well let's talk about Bob Hawke.
PM: Sure.

JONES: On the fringe benefits tax. Now you've defended this
high and low. 1 imitially didn't believe that you didn't
believe in it, that it was pushed onto you, but you've
defendeod it. '

PM: Youo.

JONES: Now the fringe benefits tax being paid by the
employer. Now this means that Bob Hawke goes enjoying
Kirribilli House, the Lodge, stationery, office space, cheap
meals, free cars, drivers, VIP aircraft. Most people out
there would say they don't deny the Prime Minsiter the
oentitlement to those benefits. Nonetheless, they're not
being taxed. But out there, if a bloke is giving someone a
motor vehicle to do his business, the employer is paying tax
on that. Now what's happened is, that they have then stopped
giving that benefit, and the motor vehicle industry , as you
know, is in disarray, just as the housing industry.

PM: OK. Now you've finished that particular part of your
... Let's look at the facts rather than the advocacy.

JONES: They're guestions Prime Minister and you achieve no
benefit to yourself or anyone else to suggest that I'm an
apologist for anybody. I'm simply challenging you and 1l'm
asking questions that others don’t ask and you must allow me
the right to at least ... Well don't use the work advocacy if
you don’'t mind. ... I'm here to question the Prime Minister
and if you don't like the heat of the questioning, really we
shouldn 't be here.

PM: 1'm quite prepared to stay here.

JONFS: OK, well if you can't take the heat ... you should
get out of the kitchen. But it’'s a nonsense to say I'm
advocating. what I've just proposed to you is the truth.
You are not paying a fringe benefits'®h Kirribilli House or
the Lodge, you're not paying it on your VIP flights.

PM: Alan, you won't get me upset by this, Let me just make
the point.

JONRS: Woll answer the question.
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PM: I will. But don't say that when you say the motor
vehicle industry is in disayray because of the FBT - that's
what you said - the motor vehicle industry is in disarray
because of the FBT -

JONES: Well, why is it in disarray?

PM:: Let me just point out to you, that in fact if you look
at the components of the motor vehicle sales, that the area
vhere the FBT applies is not the area in which the loss of
sales has occuried. It is in the consuner, the ordinary
consuner, not in the fleet sales. That is a fact, which -

JONES: ...high interest rates are stopping the consurer
from buorrowiny money to buy a vehicle.

PM: Thal's right. That's absolutely right. And in fact
what we did in 1985-86 - ~

JONES: So it is your fault?
PM: Well -
JONES: High interest rates.

PM: Well can I finish or are you just going to keep
interrupting and make your advocacy. I can finish can i,
good.

JONES: ... word, asdvocacy. You can be an advocate and 1
can't. Away you gu. :

PM: Now I would just suggest Alan, when I can resume
answeriny the question, if you 1look at your transcript you
will see that it's not an asking of a question, it is an
assertion in regard to the motor vehicle industry that it's
in disarray because of the FBT. Now I'm answering that, in
fact, what this governpent did in 198%-86, not because we
wanted to, we brought in a tight monetary policy.“QXRR had a
situation where the world wiped $9 billion off the, economic
capacity of this country. Not through any fault of any
workers or omployers or farmers or miners. They just started
suddenly paying us very very nuch less for our coal, oux iron
ore, our wheat, our dairy products and our sugar. That was
$9 billion wiped off. We had to bring back the standard of
living in this country. We had to lower the level of
econonmic activily because we weren’'t earning enough to pay
for the imports that we were bringing in. So not because any
politiclian Alan, or any Prime Minister, likes high interest
rates. We brought in a tight monetary policy to lower the
level of activity. And part Alan, of that increase of
interest rates, a deliberate thing to do, was reflected in
the motor vehicle industry. All I'm saying to you Alan, is
that if you look at the statistics of motor vehicle sales, it
was the result of that, plus other thinygs that were happening
within the motor vehicle industry, but particularly - high
interest rates had their impact - it was not the FBT.

JONES: OK, can we take the FBT. You said to me once beforo,
that the revason the FBT was paid by the employer and not the
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ensployee was that the union movement wouldn't wear it. Wwhy
should a tax be imposed on someone who doesn't enjoy Lhe
benefit? 1f you're going to have a fringe benefits tax, why
shouldn't - and that's your entitlement because you're Prime
Minister - why shouldn’'t the tax be paid by those enjoying
the benefit and why shouldn’t then veal leadership say, by
Hob Hawke and Paul Keating and everybody, !'m going to pay
tax on ny benefits. My Kirribilli House, my Lodge, my free
cars, my VIP alrcraft? Then isn't that legitimate
leadership? Why do we say the rules apply to others but not
to ne?

PM: That's not accurate. What in fact happened is, that
what [ did to myself in respect to the composition of my
Incone was to impose a disadvantage on myself. As a result
of the Hawke/Keating tax reform, 1 was $54 a week worse off.
So don't try and say that I didn't apply to myself a
disadvantageous rule. If you want the comparison -

JONES: Tax lsn't pajid on all those things.
PM: But let me put the point to you -

JONES: There's no tax paid on Xirribilli House, the VIP
aircrafts, the fiee stamps.

PM: Of course there's no tax because that is part of the
necessary discharge of the duties of office. In the same
way, it in business you have an interest cost, that is tax
deductible. Uo you suggest, in other words -

JONES: Well what is a fringe benefit?

PM: A fringe benefit is something where an emolument is
paid to someone as a substitute for a normalprUHsalary. Now
let's just be clear. What has happened as a result of the
bringing in ot the fringe benefit is that you are having a
change of the c¢molument structure. A lot of conpanies said,
alright here'gg@n executive. Instead of paying him $150,000
a year, which tract full tax as their ordinary employer ...
thuy say well we will yive yuu a vas, we will yive you free
educ ion, we'll give you the education of your kids, we'll
pay for the education of your kids inm a private schooul -

JONES: ... Prime Minister. Not your education. We say look
it's nonsense to ask the Prime Minister to work for $108,000
but how we make it attractive is we say we'll only give you
$100,000 but we'll give you a house here, a house there.
That's how we get people into office.

PM: No not at all. It's been a deliberate decision of past
Prime Ministers, past governments, under all governments to
say that to discharge the duty of Prime Minister there's a
residence in Canberra. They also say a residence in Sydney.
But they say that you fly in VIP ajircraft. Now that's been
going on under successive - it's not a perk, it's pot a
substitute for my salary. It is a necessary part of doing
the job, the same way as if in a executive's position, there
is something that's he's doing which is a necessary part of
his job, then that's not a fringe benefit. It's where there
is & declsion thal instead of paying you a salary, you will
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& A&,@,:} avoid the situation of attracting tax on salary. We'll
instead pay for the education of your kids. It's not in any
sense a necessary part of the doing of your job.

' A): | 1ts 28 to 10 and 1ts Alan Jones with you till lz. I
am speaking with Australia‘'s PM, Mr Robert Hawke....on Fringe
Benefits? |
PM: Yeah.
A): Bob Huwke's got a question about FBT.....
PM: No. 1 just wanted to polnt out thut the Prcs of thellbd
Party Mr )John valder, good feiend of yours I think....
Ay ...What wag that?
PM: Your cyes blinked,
A): Can ] Just make the point. 1f you have an affliation

with the lab Party ..,(inaudtblec)...if you have it with the
‘ other side you arc not. Does that disqualify me? -

_ PM: I just wondered whuther you were a fretnd of John's.
| Al He would be able Lo tell you thét'bggter than 1}.
PM: But i just wanted to say thut the Pres of the LIb party
agrees with me on the ....
At Who have you hLieen talking to?
PM: John Valder has been talking and fhls is what he has to

say. Hc talks about the whole descase of FB. "1 hsve got to
say that it {s a fuir and just thing {in Lhis country to get rid
of {t"..,,and that is whal he 18 saying. His words,

A): What you are talking about is faifr - about school [ees
and all that stuff s right.

‘ PM: But lets see what the Pres of the LIL Party says. Let
mc remind you of what he says. He said "1 would like to sce
them (thals the Lab Party) do the v. hard things (getting rcid
of FB) bccause electorally thut {8 the fact of thc matter Lhey
arc goling to get into trouble., They arc not easy to do.
So 1 have said many times, lel the Lab l'arty get on
fmplementing the more necessary but the less popular
parts of our policies. And lets hope they get them into place
and promptly loge office. - And 1 think that would be u v. good
scenorio.”

A: In other words any political leader who saye that hus

no political morallity whateo ever. And 1 um quite prepared

to say that to Mr Valder. 7That 1s an unacceplable quﬁhc« to put
to anybody.

PM: Well that 1s the Pres of the LIb Party,
A): Well that is an unacceptable proposition and would be

unacceplable to decent and fair minded people in the community.
Can 1 Just teke the second point though about policy positions.




1

A): (contd)

You said then that the moter vehicle industry, and {ou acknowledge
{t Iy in dlfflcully or In crls¥is, bul not as a result of FBT.

What about in this state the housing industry? Negative gearing.
Negulive genring does apply and u lot of people don't understand

ft, do lhey, that you can make a 10ss on an tnvestment and write

il off against income. 1 can do that if | own a boot shop ai the

end of tﬁe street and Lf ) am looslng money on thut 1 can write

it off agalnst income I have carned elswhere. 1 can't do that {f

{ put my moncy in aliomc. Now you don‘'t come from thia state

but you launched your cempaign here and there is un awful mess

in the lhousing industry. On thc onc hand you can‘'t get noney into

it and on the sccond hand because people have got thelr money in

it and now can't negatively gesr they huve gol to charge high rentals,
So we have unconsclonable levels of rentul and the incapacity for
people to buy and moncy in the tndustry drying up. Are you saying
that neg. gearing in the houeing industiry hawn‘l produced that
consequence? ARe there any circumstancces under which you would
rcconsider the neg. gearing proposal?

PM;: | acknowledge the particular problems in Sydney. YOu are

. quitec right in saying 1n tegard to the rental markel there arc

difficulties In NSW., Belore coming to the final part of your

question -"whether you would reconsider {L7"....can | just muke

a couple of points about the houslp Qﬁtuation generally and wh*t'

we huve done., When we came to of f{C& the housin aitunl!6nq!g“?}zlly)
it- had dropped to 105,000 ¥tarts, ﬁhal wa s pe% annum
rate n the last year of the Fraser/Howard govt., We lifted that

v. substantially....it got up to nearly 150,000 - a 147,000,

Bul in thc same circumstances ! talked to you about belore where

we had the lower activity , we brought that back, 1t will

unow be running over 120,000 this year. Thals generally

speaking. With regard to pudbltic housing, we have as you know very
very substantially Increased the number - 1 think it 18 40 odd %
fn rea) terms, the fundtng for public housing. SO we are
conscious of the problem that exfists, We have had particular

policics 1ncluding the first home ownerspolicy which has got

now § million young Ausiraliuns into homes and ackhowledged

by the housing industry to be the best pollcy that has been

brought 1in. Now that 18 the position of what we have done

with regard to housing generally. In regard Lo neg, gearing

the problem was - that process was used by some people Lo

provide rental accommodutlion but it wus a substanttal tax

avoidance messure. So we were faced with & situsntion where

we wanted to smash the tax aveoidance i{ndustry in this country.

Neg gcaring wae o tax avoidance mechanism and we therefore...

Well it was Alan.....

A): Viel) you kneévw yourself thht'ifiypu'put’ your money
fnto housing, just suppose that neg. gearing didn‘t exist

now, the return you would get would be 5% 02/ ur money.,

You could get 15% somewhere else. People went\in there because
they were safe soct of people - bricks and mortar people.,

1f therc were people speculating and turning oved\ in housing
purchascs - well you can trap them anywaﬂ; 1 huve tuken

money, and 1 am sure you would, out of the housing\industry.
l am not going to put 1t in here for 4 an\ 5% and hive peop!le
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A] (contd)

kick my walls down.  And thet 1s the probiem. Would you
consider changing 1t in the light of the problems that exiat?

PM; what 1 am prepared to say is that - and {ts not juct
into the future - but we have with the treasurer and the minister
been looking st this whole question. We have been dofng 1t
within the last pertod of 6 months when we were considering
the muy statemcent...whet sort of things that we may be able
to do to asstat the rental market., And 1 must say that one
of the things thyt was put up - wlith some modificattion of

the position with regard to neg gearing, that was suggested
as onc of things that we should perhaps reconslder to see
whether there could be some modifications that could bLe put
around it which stopped that element which did represent tax
avoidance s0 you are not off the playlng field by saying that
¢omething has....

A]: We have gol Lo gel priv. sector moncy into it, haven'(
we?
PM: Well of course you have got to get priv scctor money

in., The whole thrust of my govts policy hae been to cncourage
the priv, sector. :

A): Well yeah, we are getling it into the stock market
- Lut we can't get it into housing.

PM: We are getting it into jobs. We ore getting 1t
tnto 800,000 jobs Alun.

Al Not all priv sector jobs.

PM: Over 85% into the priv scctor,

A: Can we go to the Opcra llouec launch?

PM: Co whaere you 1llke Alan = 1 am your willing gucst,
A): We are talking about symbols of govt extraveguance

end all the rcst of 11, Do you think that the way in which
you launched your campaign was symbol of extravagance which
the country could do withour? We have never seen so many
white cars - and {1 was really ‘scened’ and after all polftlcal
1ife In about apprearance « but it seemed an indulgence, 19
that the sort of thing that we can afford given the kind

ol economic environment you say we are confronted with?

I'M: What we can't afford — and of coursc - 1t was not

an indulgencc - not at 8ll., But what we can't afford - and

this {s not ny jud%cment - this 8 the jJudgament of an organisation
which Mc lloward calls a reputable orgunlsullon and that ts

Goldman Suchs, What we can't afford is the LIb Parly policies,
Because G.$8. of NY which ] Howard says 1s a reputsble org.

which is visils every time he goes to NY, just said in the

last 48 hours, that Ausirulia cannot afford the policies of

] HOward. 1t {s a reccipe for disaster.

. e a— - -
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A): That 18 was the public have to decide, haven't they?

PM: Wcll G, Suchs has made a decision...

AJ: ] just wonder that Bob Hawke used to have a grog

and used to swear at people and so on - and {s he secing himself
as some sort of messiah? l say that to you because onc writer

last wecek described your policy speech as ‘brachish pond

coagulated with cliches”, What did you meun when you said

that “we arc on the threshold of one of the most vemsrkablc
cxperiments 1n nation Lullding ever allempied in the course of human
history". 1 mean you are not a stupid mun. What history are you
talking aboul. 1s this bigger than the Christian ctvilisation?
Bigger than the fall of Rome?

PM: We were talklug in  the context Alan that we were on the thres-!

hold of the 3rd cenlury of Luropean settlemenl., This is thc last
yecar ol the 2nd century of Europesn settlement. We sre on the
threshold of the 3rd century. It is our bi-centunary next year.

A): Australian history or human history?
PM: I think 1 huwan history this 1s one of the most cxciting end
unique nation building experiments that we have scen.
A What you have done ?

, Lhat
PM: Nu. No. NO.  Not ) am tulking....not,wec have done - my
speech was about the 200 years -~ it slarted in v. unpromtsing
Clurcumslances., [ was veporting on the fact that here we were a

land at the far ond of the world ~ aw far as Europe was concerned,
They sent thelr convicts out here. People cume frow all over the
place and 1 wsuid thls was an unpromising start and it has

been one of the most exciting things that has haprcncd in humun
history. The way the Ausiralian natlon has been butlt, [ was
not talking about the 4 years of my govt, I was soying '"now we
arc on the threshold of the beginning of a 3rd century.”

Al o you huven't gone over the top with your language?
PM: 1 don't think so. If you think 1 was talking there about

the mowt exciting thing is what we have donc - I wasn't saying that
at all.,

A]: A bit messy I would say.

PM: 1f you look at what 1 say you will know that ) was tulking
uboul Lhe 200 years of Australia's history.

A]: You will be flattered to know that 1 did read 1t.

PM: And you also know that | was tyalking sbout the 200 years?
A)s 1 didan'l get thal impression olherwise 1 wouldn't have asked

the question. But you have answered that. 7The 31 promises :
are answered today. 1 am just .intecrested In statements like this
for cxample. That in relation to Lhe comln? year that 10,000
traince ships will be avatlabe. Yowanswer is “the govt has




AJ (contd)

‘already acknowlcdged that the first's yeacrs torget was overamh{tious',

PM: Yes, it was, -

A): Do you think that too many of the statements that you have
made in the past, about cap gainse tax, about levels of interest
rates, FPFor example, you have said that interest ratcs 8re going to
fall in thc next 12 months. And yet you huve also said that you
will nointain the real value of wages. Now how the hell can you
maintain the real value of weges and pay for that - and prcsumably
pay for itwith burgeoning deficits and at the samec time reduce

the level of interest rates. [t seems to me that they are completely
fncompatible...unless of coursc you are speaking out of another
cconomte text book?

PM: Now let me pick up the flrst part of your long yuestion,

and 1 will accept that ft is a question. You refer to what 1 said
about cap gains tax,..that {s Implying on your part that therc was

@ broken Eromise there..,.now that {s totally dimisscd in what you rcad

from.....Now come on let me finish....
Al Do you want me to tell them what you said?
PM1 Yex, sure.

Agz The original commlitment was given in the contoxt of the
1983 campaign. A

PM: Well let me finish,

A): You broke it in thc next campaign.

M Ok. Why.....can | read it - rather than your intrepretation
of what 1 gaid?

Al YOu wouldn't read tt as well ae 1 would....

PM: But | would read 1t accurately. Responsas Original

commitment was given in the context of the 1983 elcction campaign,
There was no capital gains tax in Labor's first term, the pcriod
for which the commitment wos made. Labor's position on tax reform
during the second term was made clear {in the 1984 campaign., Labor
pledged t¢o overhoul (inaudidble) and reform the tax system after
process of ¢onsultation based on the national tax summit, [labor
spelt out 9 principles of taxation reform which included that any
reform package must have wide community support. A cap gains

tax was introduced in our 2nd term as part of thc package developed
by the govt in thc light of those consultations. In other words
the promise in 1983 was kepl. No cap gains tax in our first term.
1 said when 1 went to the next election -~ the whole question of tax
fncluding cap gains tax is on the table - -there is no breaking that ‘
promise.

A): No groping of the hands under Lhe table - you don't think.
You didn't tell them that you were going to introduce cap guains tax
because you would have been knocked off, :

PM: ln 198‘05030
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A 1f you hud said in 1984 undec Pcacock that you were going
.to introduce cap gains tax .. they wouldv'e gone after you.
Wouldn't they?

PM: In 1984 ! said jt 1s on the table..,.the whole quecstion -
including cap gains tax, is on the table.

Al Do you trust the Austn people?

PM; 1 certainly do. And infinately moc¢ than John Howsrd '
because 1 tcll Lhem what 18 going te happen.

A You are not gotng to tell them what {s gelng to be in your
budget.

PM; On the conlraty - it 1s all there. 1t is done.

A} $§0 we¢ can't have gny more expenditure cutse, We are going
to lace interest rates as they are?

PM: No we &re not - we are going Lv face intcrest rates falling...
A)t But you wuald....

PM: Let me quotle you what Mr Cullen said....

Al: Bul for every one you quutc in your favour there is

most probably one against you...
PM: No therc isn‘t. YOu find me the banker who suys..e.

A): But bankers are nol Betty Bloggs at Balmain are they?
Who is out therc paying interest rates - and taxed to the eyebullw.

PM: The baunkers Alan, the bankers set the interect ratos.

And all } can say {s Mr Cullen, Austn baukers assn. Mt Cullen was
asked, after 1 satd the day before, that 1 expectcd interevl rates
to fall..,,

A): Have you duchesscd these people though?
PM: Now ¢ome on.,.be falr...
A): Well have you, hove you, have you?
PM: No | haven't Alan. 1 don't know Mr Cullen,
A): What about your mecdia legielation.?
- . Al
PM: Now come onﬁ7\bld you spesk Lo the barons over the media
legislation?
‘ e ...._)1 )
PM: Don't dodge away...
A): But did you specak to tﬁc medla barons over the Ieglulatlon?
PM: | will talk to you in a minute about....can 1 finish

interest catce?

A): Well there's your next questionsssssl will put ft on notica.
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'M: Mr Cullen was asked sfter Mr llawke eaid that {nterast
rates would fall. He was asked whether Mr H was entitled to say
that and he went on and said that "thc best judgement of the moment
is that the trends look favourable...and we would certainly hope

to be able to reduce mortgage rates before the end of the year”,

le was asked, "would you say that the trend towards lower intercét
rotes is as & consequence of the Hawke Labor govis economic

policy”., Hec safid: "not entircly because of us but he salid that

the govt policy in a number of respects has undoubtedly contributed
to the preseni situation". Now you see that is u spokcsman for thce
banks. They are saying thet interest rates are going to be falling.
They are saying that the PMs judgement is one that wc agrec with.

A): But listen. 1f productivity ts going te bec around about
inflation - and you have said yesterday - and I can't Lelieve,
that wages will maintain thelr real value - how are you going

to pay for those wages?  Because productivity is not going to pay
for them. Are you going to pay for it by increasing the dc 1?

And {f you do that can you possibly reducc interest ratecs? I
doesn't make scnee to me.

PM: Now will you listen while 1 tell you?
AJ: Ready to listen.
PM: Good. Lets look a4t the Jebt situution, When we brought.in

the last budget we made An cstimate of what the current accound

deficit figure would be in 1986/87. As u result of the policies

that we are bringing in , that current account deficit for 86/87

will be $14 dbn less than we estimated, {n Aug of last year and it

will fall further in 87/88. So the current ac deficit is falling.

Our increases in exports arc beyond expectations. And most importantly
in the areca of manufactured exports - 34% incrcase. So all those
trends on our extcrna) situation are in the right direction. Internally
with regard to your question about wages....the situation is that

we expect wages and prices, during 87/88 to move by about the

same proportion - about 6 -7%. Now the important thing. Not

only does that mean that you hold the reasl value of wages, here in
Aust, at about their level, but importantly we are going to improve

our competitive position with the rest of the world....gecause

while inflation 18 coming down $n Australiaw....

AJ:  Still not competitive with the resi of the world this.

PM1 Can 1 finish? That is exactly whot 1 am golng to talk
about hefore you interrupted. The Inflation in Aust {s coming
down - moving down, and it 1§ goin% up in the rest of the world...
amongst our trading competltors. In ether words.

AJ: Ftom the lower base...

M: The gap, in other words {s nerrowing cignificantly,
AJ: I concede that.

PM: And what is happening fe that {t ts being relcected n

our capacity, Alan to compcte in atcas of export that we could

never do before. ] don't know whether you have had the oppoctunity,
but one ¢of thc most exciting thtnﬁs that 1s happening in tLe count ry
now - and | oughta take you around with meé gometime and you could

see it - to go to munufacturing enterprifes in Australia which are
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now going out und beating the hell out of the Amcricans, tho Jups
and the gurOpeans {n thc most competftive markets {n Lhe world.
For thetance 1 was un in Bundsberg last week, a really cxcfting
placae = called Auat. ‘which is manufacturing sophisticated
cane cutting equipmen: - sophisticated trench dlgglng equipment .
Now they are selling thosc cane cutters now in the most competitive
markets. On thie other side of this most sophisticated (rench
digging equipment - we currently had been importing that equipment [rom
the USA. Now the fella himself cays - hc says as a result of your
ovt policies and the specific assistance you have given Lo industrics
{ke ours - we are now going to take the whole of that market of!
the yanks here in Australia. Without the rhetoric Alan it really
fe v. exciting to sac those things happening.

A How do we get more competitive? NOw Bob 'Hawko said when ha
was Pres of the ACTU that there should be no sanctions. The senctions
that apply to other people...for instance, 1 drive Jdown Lhe wrong

side of the road, 1 am hauled over. Drive down the wrong side of the
tndustrial road - should there be sanctions? Should the union mevement

bec above the law?

P. No it certainly shouldn't be. And under the proposals that

w, were putting i{n under the industrial relations Lill not only -
dia we not say that - but we increased the sanctions. Now the employers
said that they didn’'t like the way we were doing {t and I said after
discussions with them that] thought {t was against their own interestis,
Alan 1 will say to you honestly...that 1 just don't understand what

the employers are nﬂout. Because what we were dOini' was in effect

to bring in & tougher set of sanotions. But the employers didn't

1ikk that and they said that they would prefer to keep it us it was,
With access to comnli. law. With accees to..,

A): But you took that away?

PM: No 1 didn°'t. What we did do was to bring a sftuatien where

you wouldn't contemperonercusly have 2 sats of actions available but

they still would've been able to have gone - well they still would've

had access to the trade practices legislation dbut it would've been

within the frameywork of the labour court. They said they didn't ltike
t o0 1 have ?tven them Alan,” the unequivocal commitment which the
{ness Council of Aust and the CAl accept. ! have no argument

W h them at all. -They accept what 1 say and said the positlion

will etay as it {5, (P .
M. ﬁ‘?o

A} $0 the legislation is out.,(( We'll tukc a broak.

Mr Hawke one of the issues that has boen ratsed fairly regularly on
this show, through calls, and 1 don't quite know tte origins,

concerns the whole question of FAbian Socialiam. And think |

have an obligation, and many pcople have asked this, to clarify a

few things - if you can. YOu said t{n your 1984 centcnary speech

to the FAbian Society and | quote: "] gladly acknowlecdge the

debt of my own govt to Fabianism". Yet the philosophy of that society,
written in 1887 and 1 am sure you are aware of this, says and | quote
again: '"the Fabian society aims at the re orgenisation of society

by the emancipation of land, and industrial capitel from individual

and class ownership." it went on, "The society works for the
extinction of private property”. Now ] say that because Neal Blewett
last year at the ALP SAustn, branch conference said and 1 quote "Laet

me say as & soci{alist that its the intercsts of the community that should
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come bafore the individual. We shouldn't gel too hung up uas socialiste
on privacy becsuse privacy in many ways is the bourgeois right that

“48 v. much associated with the right to own private propertyﬂ. Your
presence at that dinner would seem to endorsc the notion of FAhian

soctalism...,

PM: Which dioner?

A): The Centenary Dinner of the Fablan Society in Melb in 1984,
PM: 1 completely rejecl any proposition, explicit of inherent
aogainst the right to own priv. property. 1 don't only have to make
that observation which {s so clear....

A): You knew that Ncal DBlewctt sn{d'trat?

PM: 1 don't Know the exact words of Neal Blewett.

Al Kegrctuble, wouldn't you think?

PM: ] certainly wouldn't have sald those sorte of things in

those words., But again to be fair to Neal, 1t is easier enough
for you to say, and 1 am not saying that you are doeing this
deliberately, all you have got is some quotes {n front of you.
Tt may be if you look at the whole of what Neal had suid - thal
thut sort of thing..

A): We should'ni get hung up on privacy??

PM: What | am saying.,.,.l could take an Alan Jones addrese to
his players, 1 would think, 1 have never listencd to one...

A): You should come along cematime.

PM: 1 am not good echough to play.

Al: Why do you send a telex to Patrick Cash in the 1t

round of Wimbledon wishing him well, but never to Andrew Slack?
PM: Thats not right. 1 have scnt a message Lo you people and
you know thut. So den't...

Al: 1984.

PM: Let me say this, i1f I took a passage out of Alan Jones'

specch just one, 'god look at that'. 1t would make you loock terrible.
But I guess if 1 put it in the whole context of your spcech it would
look fairly inspiring., Lets get to the point of private property

and priv. entereprise. From Day 1 1l said to the Austn. people and

I say {1 agaln. uniess we have a hcalthly priv, sector we won't have

8 hcalthy Australia. And that is what 1 have becn talking about aince
Day 1 - to stimulate the priv, scctor., To get jobs and investment iIn
the priv, sector. 75% of all people who are employed in this country
arc employed in the priv. sector. That is why for instance as |

was saying to you off ajir, 1 brought in the most generous research

and development taxation schme for the priv, sectfon. Because unlens
we have that priv. sector in this country investing in rcsearch.
Investing in development. Being able to become more profitable...
Look what we have done., When we came to officc the profit secclor




of the GDP was the lowest it had been in memory and 1 satd thut we
had to have a move back to profit. Because unless you have a move
back, you won't have investment. YOu won't heve cmployment and that
is what we havc done.

A]: So you are agin the FAbian notfon of getting rid of priv.
property?

PM: Certainly.

A Just one final thing. I kuow you have to go. Peter Sawyer

when he sajd there was massive rip offs in soc. security. He was
described by your minister Mr Howe as talking statements of 'sheer
fantasy and hysterical nonsense'. Was described in parliament as

4 'dishonest person', Yet now youhave {Introduced hit squads trying
to clean up about 5,000 dole cheats a week. Was Sawyer right or
wrong ?

’M: He was wrong in respect Lo some of the {llustirations he
gave., Mr Howard didn't . say al that slage or at any stage. llc

wns saying about what this fella was ssying....He wasn't suying....
He was there was social welfare fraud but what we say is 2 things.
‘We hava done morc 1o deal with soctal welfure fraud than any other
govi has done. We have reduced the numbers by more than has been
don¢.,...The one thing we necd now to make sure as a society that we
can totally eliminate welfare fraud is the Australia Card with '
photograph.

Aj: The Fed Libs say that they can de {t and they have got
a rcport which says $4bn and they reckon the report has been
destroyed. Why can't wc see what the report says?

FM: You are inaccurate.

A They said it was decstroyed.

PM: They did not say that the report has been destroyed,

Al All but 2 copies they said had been destroyed - to me

en the show, '

PM: But that i¢ a different proposition than saying the report
has been dectroyoed.

Al Well why have some been destroyed?

PM: 1 don't accept that any have been destroyed, What 1 am

saying is that the treatment, not just of thai report bul any stuff
which comes Into govi in a period before an election - goes on hold.
That report will be dealt with., What we have done {s provide more
resources - a greater incrcase in resources to the Fed police than
any othcr govt has provided. We have donc more to crack down on
fraud - incl., tax fraud. We inherited & tax avoidance industry which
was Lhe fastest growing industry in Aust, WE have smashed it v,
substantiolly. The one thing we need Alan ¢8 0 communily Lo finally
smash welfare fraud and tax fraud 1a the Australis Card with photo and
lne great majority of Austn people have indicated in poll after poll
that “they support that. And they rightly do.

-




