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INFO PRIDORITY: LTI, HM TREASURY, EANE OF ENGLAND, ECGD, HLSthETqHFHf

IKFO PRIORITY: TOKYD, 1KDEL 1MF/1BRD, URLEL OECD. VY
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IKFO SAYING SYDWEY, WELBOURNE, BRISBANE, PERTH.

HIFT: AUSTRALIAK FEDERAL BUDCET 1986/87: REACTIONS AND COMMENT.

SPMRARY

1. (|MMEDIATE REACTIONS WERE FAVOURABLE, WITH THE BUDGET SEEW AS
TOUGH AND POLITICALLY ADRGIT. BuT CONSIDERABLE DOuBTS WAVE SINCE
BEEN EXPRESSED, D, PARTICULARLY ABOUT MANY OF THE AssunFrbﬁhs
UNDERLYING THE FIGURES, WHETHER THE CuTS GO DEEP ENOUGH, ABOUT
THE GOVERNMENT'S WAGES POLICY AND THE ABSENCE OF Pu5|74vt
MEASURES 7o STIMULATE INVESTHENT,

—

DETAIL

2. THE BUDGET WAS INITEALLY WELL RECEIVET BY THE SEDIA AND MOST
COMMENTATORS, IT WAS SEEM AS REALISTIC, CLEVERLY COESTRUCTED,
SOCIALLY EQUITABLE AND LIKELY TO RESTORE COWFIDEWCE ABROAD IN

THE COVEREMENT 'S ECOMOMIC MANAGEMENT WHILE RETAINING THE SUFPORT
OF THE ALF PARLIAMEMTARY PARTY AND YOTERS, EUT CLOSER

ECRUTINY HAS LED TO GROWIKG DOUBTS. THE FOLLOWING ARE SEEN AS THE
MOST SIGMIFICANT DEFECTSa

17 A XUMEER OF THE ASSUMPTIONS OW WHICH THKE BUDGET wWAS BASED
AFPEAR TO BE UNREALISTIC, ¥Q3T IMPORTAKTLY THE 2.25 PEH_EEﬂE,
REAL GROWTH IN GLP FDEEEh:T FOR FT 15&&;?. wiTH OFFIC 1AL
STLfISTICS SHOW | KG A SHALL BEniEE OF CDLTFlETHDﬂ IN GDF
DUR MG EACH OF THE LASY 3 CUARTERS, EYER THE MODEST AMOUNT OF
GRUWTH WHICH |5 FOREGCAST SEEMS MUCH TOQ OFTIMISTIC.

THL UNEXPECTEDLY SMMALL SIZE OF THE DEFICIT IS SEEN AS HAVINEG
BEEW ACHIEVED woT THROOGH DEEF PUBLIC EXPENDITURE CUTS, WHICH
ARE |E FACT YERY MODDEST, BUT THRQUGH THE INPOSITION OF EXTEA
TAKES wHICH HAVE GIVEN THE TREASURER MORE SCOPE TO MASSAGE
THE FIGURES.

ITL)NTHE DBYDGET COMTAINS MO SPECIFIC HELEUHEE TO ENCOURAGE
|KNESTHENT, APART FROM THE STATED AIM (WHICH THE NEED TO
FIWANCE THE CURRENT ACCOUNT DEFICIT MAY WELL MAKE UNAGHIEVABLE
IN PRACTICE) OF LOWER IKTEREST RATES, NOR ARE THERE ARY
POSITIVE IHCEXTIVES TO ATTRACH FORE|GA INYESTHENT.

Ok WAGES, THE COVERMMENT CONTINUE TO RULE OUT ANY EFFORT

MODIFY THE COUNTRY'S CRAZY SYSTEM OF ?|n|n, CCMTRALISED

WAGE AWARDS INDEXED TO INFLATIDN AND WAVE 3ET THEMSELYEES TWE
RELATIVELY MODEST TARGET OF A& 2 PER CENT DISCOUNT DUR(IM= THE
WEXT WAGE AWARD. & WIDELY HELD VIEW AMONG DUSINESSMEN 15

THAT A TOTAL FREEZE ON WALE IKCREASES wWOULT BE MORE

APPROPR |ATE TO AUSTRALIA'S CIRCUMSTAKCES AKD TO THE GOVERNMENT'S
CALL FOR & RADICAL TEMPORAEY ADJUSTMENT 1N LIVING STARDARDS,

AND THAT IT WOULD WOT HAVE BLCN PDLlT]ElL SuICIDE FOR THE

COVERWMENT TO CALL FOR rm_Resfrlcfed IR
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9. THE FAILURE TO ACT MORE WIGDROUSLY Ok WASES HIGHL IGHTS WHAT

IS5 PERHAPS THE MOST IMPORTANT CRITICISM TO BE MADE OF THE

BUDCET AKD THE WAY IK WHICH IT HAS BEEW PRESENTED HERE, MAMELY

THE WIEE GAP BETWEENW THE GOVERWHMEWT'S RHETORIC LEADING UF TO

IT AKD THE ACTUAL REALITY, SEEI0% MINISTERS HAD FOR WEEKS BEEW
MAK NG SPEECHES ADOUT THE GRAVITY OF RUSTRALIAR'S |KTERMAT IORAL
ECOMNOMIC SITUATION AKL THE NEELD FOR A MAJOR AELUGCTION 1IN STAKDARDS
OF LIVIKG AND SUBSTAKTIAL SACRIFICES FROM ALL SECTIOKS OF ThE
COMMUNITY. LAST WEEKEMD In A WIDELY=-REPORTED TV |NTERVIEW MR HA&KE
541D THAT THE COURTRY wAS FACIKG (TS GRAVEST CRISIS SIMLE

wOEALD WwAR §1 AKD THE BUDGET WOULD REFLECT THIE. PUBLIC OPFIRIDN
LS THEREFORE KEYED UP FOR mMyCH MORE SAVABE HCASURES THAN WERE

IN FACT ANHOUNCED AMD THE GEWERAL REACTICN HAS BEEWN ONE OF

REL [EF THAT THE BUDGET WHILE TOUGH WAS KOT MUCH MORE SEVERE.

THE COVERKNMENT'S PRESENTATIORAL TACTICS MAY HAVE BEER POLITICALLY
ASTUTE, BUT THE RESULT HAS PROEABLY BEEN TO CONFIRM THE AVERAGE
AUSTRAL I AN MAMAGER DR WORKER |k HIZ COMPLACENT VIEW THAT THE
COUNTRY'S SITUATION 15 STILL FUNDAMENTALLY SOUND AKD NQ EXTRA
[KD1¥ IDUAL EFFORT OR SACRIFICE 1% REQUIRED oF HiIM,
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