1
| 1-
|

WHITHER AUSTRALIA or WITHER AUSTRALIA?

If not addressed and solved the most critical economic, socid and palitica problemsfacing Augtrdiawill
have severe consequences not only in the short term but aso for the long term future of the nation. There
isan inter- relationship between the problems, the most important of which are:

* the erogon of the family

* unemployment

* risng current account deficit and foreign debt

* globdization and its many fdlow travelers

* ageing population and the sdf sustainability of the nation.

Each of these problems has a number of dimensions which in turn raise other issues such as taxation,
nationa savings, superannuation, industry policy etc.

This paper details a set of policy initiatives which address the problems and offer viable solutions.

THE FAMILY

In the view of Nobd Prize winning economist Professor Gary Becker “The family merits the great
attention it receives from both scholars and lay persons, for despite mgjor changes over time and
enormous variations across socid and economic environments, it remans the mog influentia of al
inditutions” emphasis added. (i)

Thenatura family, based on marriage, hasthroughout history played an essentid rolein theformation and
maintenance of healthy economies, with every person representing the cregtive potential whichistheredl
wedlth of nations. “By having, raisng and educating children, the family is both the producer of human
cgpitd and itsfirst investor. Aboveal thefamily transmitsvaluesand virtues, thus cresting human capital
in the true sense - men and women who arewilling to give of themsalves, to make commitments; to trust
others and cooperate with them. Without this ethica socid basis, a strong economy cannot develop or
be sustained”. (ji)

The critica relevance of this satement has perhaps never been more evident than in Audtraia today
where divorce and family breskdown are ever rising and, the research evidence leadsto theinescapable
conclusion that the cogt to the community of family breskdown and single and sole parenthood is
enormous, not only in taxpayers dollars but dso in increased juvenile ddinquency and adult crimindity,
homelessness, poverty, drug abuse, welfare dependency and the sexua precociousness and under-
achievement educationdly and socidly of some of the affected children. (jii)

Thefamily isthecor ner stone of our society and gover nment policiesshould bedirected towar ds
promoting, supporting, maintaining and protecting the intact family.
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The family iscomposed essentidly of afather, mother and children in awider but necessary relationship
of grandparents, grandchildren, aunts, uncles - akinship of human beingslinked by blood, marriage and
adoption, structured to bear and rear children, to care for the young, the sick and the old and other
human needs.

To restore the family to its proper place as the most influentia inditution in our society the following
policies should be adopted:

* the education systlem must turn away froma“valuefreg’ gpproach and must support and
encourage the efforts of parents to inculcate in their children ethica and mora vaues
based on common and statute law.

* seps must betaken to build alegd framework which supports marriage asan ingtitution
and a way of life diginguishable from mae-female cohabitation and other forms of
domedtic reaionship;

This involves the recognition of marriage as a specid contractua relationship characterised by the
voluntary exchange of vows.

To support this concept of marriage whilst a the same time alowing divorce, by consensus or on the
petition of one partner, amendments will be needed to the Family Law Act to provide sanctions for
breach of the contract by punishing marital misconduct, if proven, through judicia determination of
compensation in settling the terms of the divorce.

The adoption of these clear principles in relaion to the concept of marriage, divorce and maritd
misconduct will work towards strengthening the indtitution of marriage and remedying theinjusticesand
uncertainty arisng from the Family Law Act 1975 and the undue exercise of judicid discretion. (iv)

* the inditution of marriage should be further strengthened by providing funds for pre-
marriage education as a socid norm;

* aFamily Impact Statement (FI S) should accompany al Cabinet proposaswhichin any
way impact on the family;

* give families true freedom of choice and afarer taxation system by providing a Home
Child Care Allowance (HCCA) of $150 per week to the spousewho remainsout of the
workforce in angle income families to provide fulltime home care for the couple's
dependent children;

Research shows that this measure would significantly reduce unemployment as many mothersarein the
workforce through economic necessity and would prefer to be a home particularly when their children
are young. (v) The HCCA should be implemented as part of a just family taxation syssem not as a
welfare handout.

* al child care funding should be abolished except
@ for sole parentswith school-aged children, where anincometes, including incomefrom
other parent if ill living, demongrates a need and
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(b) for parents of children with specia needs on a meanstested basis.
The funds saved should be redirected to aHCCA;
* sngle parenthood should be positively discouraged rather than encouraged ascurrently it
is by thewefare system;
* the United Nations Convention on the Rights of the Child (UNCRC) should be
denounced and replaced by a Charter of Family Rights and Responsihilities.

UNEMPLOYMENT

Audtrdia s unsustainable current account deficit and growing foreign debt $222 billion net at December
1997 are fundamental obstacles to sustained employment growth. Unless these problems are solved
cutting government expenditure, implementing labour market reformsand other micro-economicreforms,
low inflation and low interest rates will not lead to amarked or permanent growth in economic activity
and thus a sugtainable reduction in the level of unemployment.

Economic growth in excess of 4% per annum is necessary to generate enough new jobsto achieve any
reduction in unemployment. Sustained growth in excess of 4% per annum will pull in increased imports
resulting in further worsening the current account deficit which a some point will place Audrdiaat the
mercy of the Globa financid markets.

Two policy changes are required to Sart to address the twin problems of risng current account deficit
and foreign debt. These are correcting the structural imbaance in the economy and investing
Superannuation in the nationa interest.

CORRECTING THE STRUCTURAL IMBALANCE

Put smply, in Audtrdia, we do not produce enough of what we consume. During the past thirty years
successive Audralian Governments have alowed or aided and abetted the systematic dismantling of our
manufacturing industries. Thetime has cometo rebuild the manufacturing sector, industry by industry, so
that exports will increase and imports decrease.

The Federa Government announced an industry policy in November 1997. The success of this should
be closely monitored and enhanced if necessary to achieve structura baance.

INVESTMENT OF SUPERANNUATION IN THE NATIONAL INTEREST

More than $40 billion of Austraian superannuation funds areinvested offshore generating employment in
other countriesrather thanin Audtrdia. Steps must be taken to have dl superannuation fundsinvested in
Audrdia

The compulsory component of superannuation should be restructured into a Singapore style provident
fund which might be styled as a“Nationa Retirement Savings and Investment Fund”.

The Fund should be invested in secure low cost loans to export and import competing manufacturing
businesses with a discretionary option for the Fund to take up equity on favourable terms.
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The Fund must befree from government interference and investment in government projects, housing and
other socid objectives should be excluded.

The return on the Fund must dways be higher than inflation, fee free and tax exempt to the retirees.

The long-term am of superannuation policy must be to achieve sdf funding of retirement by as many
workers as possible.

TAXATION REFORM

Reform of Audrdia shugely complex taxation system is essentid for the long term benefit of the nation.
The guiding principles should be smplicity, fairness for individuas and encouragement for busness
investment and employment growth.

Itiscongdered that the existing wholesale tax system could be restructured rather than be replaced by a
GST. However, if the wider reaching GST is preferred then it should be athree tiered tax - alow or
negligibletax on necessities, agenerd rate on ordinary everyday items and ahigher rate on luxury items.
Therates should be fixed by legidation and not subsequently increased without aclear mandate from the
people a agenerd dection.

Simple discretionary family trusts should not be disturbed but dl “artificid’ structures and transactions
should be outlawed.

Companies whether Audtrdian or transnationd and other foreign investors must be madeto pay fair tax.
Domestic savings should be encouraged by dlowing tax free savings accounts.

GLOBALIZATION AND ITSFELLOW TRAVELLERS

Whilst globalization can be described as the process of companies usng modern transportation and
communicationsto shift their cgpital and technology around the world to exploit the chegpest |abour costs
to maximise their profits and minimise their taxes, the concept is given abroader meaning in this paper.

Globdization is linked to financid deregulation, free markets, privatisation and structurd reform. These
concepts ether serve the powerful playersin the globa village or are forced on nations trying to remain
competitive in the globa village.

The mogt serious threet is thet which derives from financid deregulation, namdy “The Markets’. The
huge financid power of the vast transnationa corporations when dlied to the banks and other playersin
the bond markets, equity markets and currency markets is frightening.

The ability of these participants to drive vast sums of money around the world in a matter of seconds
seeking the highest returnsis usurping the ability of sovereign nations to tackle their own economic and
socid problems.

It is a chilling thought that before the markets logt faith in Indonesia, the economic fundamentds of the
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Indonesian economy were more favourable than those of Audtradlia. The London Economist magazine
regards Audrdiaas ahigh risk country.

Clearly it istime to question the free reign of the markets; time for Audtrdiato stand firm againgt further
freeing up of the markets, time to cadl a hdt to lowering tariffs, time for Audrdia to canvass the G8
nations and other internationa forums to impose regulations and controls on the movement of money in
and out of countries.

Itiscertainly NOT thetimeto sgnthe Multilaterd Agreement on Investment being negotiated by OECD
countries.

AGEING POPULATION AND THE SELF SUSTAINABILITY OF THE NATION

Credible evidence is building to suggest a coming world population implosion. (vi) A reasonable
prognosis, based on thisevidence, isthat by year 2040 world popul ation will attain zero growth and will
thereafter decline.

What are the implications for Audtrdia?

In 1996 Audrdia sfertility rate sood at an historical low of 1.8 births per woman which issgnificantly
below the long term population replacement leve of around 2.1 births per woman. (vii) Assuming that
current levels of immigration, fertility and mortdity continue, Audtrdia s population will go into decline
even exlier than theworld at large. (viii)

Population decline like the ageing of population places anincreasingly heavy burden on fewer and fewer
workers to pay taxes to support more and more older people. This phenomenon is referred to asthe
‘dependency ratio’. The dependency ratio riseswhen the number of working-age peopleasaproportion
of the population fals.

In Austrdia in 1993, the dependency ratio was 50.1; ie every 100 working people supported 50.1
people younger than 15 or older than 64. If present trends continue this ratio will rise to between 63.6
and 67.4 by the year 2041. (ix) The problem will be exacerbated because economic opportunity will
contract dueto the fdl in demand for goods and services from a declining population.

Asthe problemsin providing more and more sophisticated hedlth care to more and more older citizens
from fewer and fewer taxpayers compound, grester pressurewill mount for theintroduction of euthanasia,
physcian asssted suicide and for setting age limits for avariety of qudity of life medicd trestments.

The implications for the vaue of life both born and unborn, young and old in our society are quite
unthinkable. So what isto be done?

Can Austrdiarecreate the past? Would it be possible to replicate the prosperity of the 1950s and 60s
with thegreat influx of migrants and the massive public infrastructure projects and mining and agriculturd
developments? Perhapsit is possible!

ISTHERE A VISIONARY LEADER ON THE NATIONAL STAGE!
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Nationd visonary leedershipisrequired if Austrdiaisto beagrowing ever more progperous nation with
fair taxes and opportunity for al.

Audrdiaisahuge empty idand facing depopulaion inthefirg haf of the next century; anidand with vast
minerd and agricultural resources. Audtrdiahasthe potentia to becomethe’ clean and green’ supplier of
food- stuffs, both raw and processed, to the Ada/Pacific region. As living standards improve in the
AgaPacific region and more and more agricultural land is taken out of production for housing and
commercid needs demand for foodstuffs will grow dramaticaly.

Thereisaunique opportunity for Audtrdiato train and retrain its unemployed and for example to draw
migrants from the pool of 30 million unemployed in Europe, educated, many English goeskers, young
people who could contribute to the development of Austraia and to future population growth.
Employment opportunities could be generated from investment in mgjor infrastructure projects such as
identified by Professor Lance Endersbee. (Appendix 1) Briefly these are:

The Adan Express Rail Project
The Clarence and Macleay Rivers Project
The Northern Rivers Project

These are just three projects; there are others all of which are vitd to the nationd interest and to our
future prosperity. In addition much existing infrastructure could be renewed and updated.

Professor Endersbee identifies a number of policy issues which would need to be addressed; others
indude:

* resolution of native title issues;

* elimination of duplicatiorvtriplication of government expenditure by handing back powers
to the States and reducing the federd bureaucracy;

* rebuild the Federation and Federd/State funding arrangements;,
* financid accountability of governments needs to be continudly strengthened;
* the integrity of Audtrdid s quarantine service must be scrupuloudy maintained,

* ATSIC budgets and administration to be refocussed to achieve hedlth, education and
housing norms and diminate well meaning positive discrimingtion;

* welfare provisions to be revised and delivered so as to encourage employment rather
than unemployment;
* abortion lawsto be enforced and those which alow “ abortion on demand’ to berevised;

* worthwhileincentives should be provided to married couples upon the birth of their third
and subsequent children;
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immigration procedures to be enhanced to ensure migrants learn and spesk English and
take up Audrdian citizenship after a qualifying period and crimind behaviour leads to

*

deportation.
The question remains Whither goest Augtrdia? Will aGovernment emerge with the leadership, courage

and compassion to guarantee future prosperity for dl Audraians or will Austrdiawither avay?

2nd June 1998

7 of 8

Whither Australia or Wither Australia



Refer ences

(1)

(il

)

)
(i)

(vii)
(viii)
(iX)

Becker, Professor Gary S, A Tregtise on the Family (Enlarged Edition), Harvard
University Press, Massachusetts, 1993, page 19.

L’ Osservatore Romano, 20/3/96 publishing the Find Recommendations from participants at
Conference on “The Family and Economy in the Future of Society” Rome, March 1996.

See lig of references in “Re-building Audrdia - a Start”, Council for the Nationd Interest,
Western Australia, November 23, 1993.

Maley, Barry, Marriage, Divorce and Family Justice, CIS Policy Monograph 25, provides
background and elaboration for these concepts.

Lindsey, F, Taxation, Welfare and the Family, FACTS, August 1992.

Kerr, Duncan, Sydney Morning Herdd, January 10, 1997.

Drucker, Peter, Forbes Business Magazine, reprinted in Audtrdian
Business Review Weekly, April 14, 1997.

Keane, Eamonn, Why family issues should be & the centre of government
policy, News Weekly, November 29, 1997.

Ebergtadt, Professor Nicholas, Harvard University; United Nations
Population Divison - World Population Progpects, The 1996 Revison
reported in News Weekly, April 18, 1998.

1996 Census
Keane, Eamonn op. cit.

Keane, Eamonn op. cit.

2nd June, 1998

Whither Australia or Wither Australia 8 of 8



