A budget lost in the yawning gap between promise and delivery

PETER COSTELLO

sstand-up comedyit wasa

pretty good line: “The four

years of surpluses I

announce tonight .. ." And
Wiayne Swan got the predictable guf-
faws and laughter with the opening
line of his budgetspeech.

One of the hreuries of making
promises on the never-neveristhat
youcan't be held accountable, As
Mr Swan willnot be around to deliver
abudgetin fouryears’ time, he can
claim what helikes, By the time we get
to 2016 no oneis going to care two

hoots about what Wayne Swan said on
May8,2012.

Over his first four budgets, Mr Swan
has averaged deficits of alittle over
$43billion peryear. He tells us that his
next four budgets, if he were to deliver
them, would average surpluses of
4 billion peryear.

Atthatrate doyouknow how long it
would take to pay back the money he
has borrowed to finance those four
deficits?Itwould take 43 years. The
longest journey begins with the first
step, but this is such tiny progress.

And here's theworry. That projec-
ted surplus isso small: 0.1 per cent of
grossdomestic profit or 0.4 percent
ofrevenue that the slightest variation
to revenue or expenses will blow it
out. And then for all the hoopla the
budget will be in deficit anyway.

‘What will be the 2012 budgetout-
come? The truthis we won't know
until September 30, 2012. And the

chances of Mr Swan making that
announcementare very slim.

The government has been foolish to
claim thatits forecast outcome will
make all the difference on interest
rates. If thatis true- ifa $1.5billion
surplus means interest rates can be
cut-then the converse must alsobe
truethatall those$40 billion deficits
keptinterest rates higherover the past
fouryears than theyneeded to be and
we have been struggling with the dead
weightinflicted by this government.

Itis quite possible that the Reserve
Bank will cutinterest rates further —if
the economy weakens further -and if
thathappens the fragile “surplus" will
disappearas well. This“surplus”is
highly contingent and captive to
developments in the economy, not
the driver of them.

In any event, the bestindicatorof
whether the government is taking
moneyout of the economy (2 surplus)

or putting itin(a deficit) is whether
netdebtisrising or falling. Ifit is truly
insurplus, thena governmentwillbe
saving and net debt will be falling.

But as this budget makes clear, net
debtwill increasein the forthcoming
vear. Afterbringing all those off-
balance items to account the govern-
mentis notin surplusatall. The rest
relies onabunchof accounting tricks.

OnMay 2, 2010, when Mr Swan
announced the Resource Super Profits
Tax, he saidit would share the benefits
of the mining boom by, among other
things, funding company tax cuts from
Tuly 1, 2012, and allowing Australians
aver 50to contribute more to superan-
nuation. That company ta cut was
abandoned on Tuesday night -before
it applied to one company for oneday.
The concessional cap was delayed to
Tuly 1, 2014, after the nextelection.
And that gives plenty of ime to
announce further delays.

Swan will not be around
to deliver a budget in
four years' time.

In the2010budget Mr Swan said
people would get a50 percenttax cut
ontheirearned interestincome from
July 1,2011. Later that vear in the mid-
vearreviewhe pushed the start date
back to July2012. Last year's mid-year
review pushed the start back another
yearto 2013, OnTuesday it gotabol-
ished altogether. [thas nevertaken
effectand itneverwill.

Ortake the standard taxdeduction
heraldedin the 2010 budgetspeech as
easing the cost ofliving for 6.4 million
Anstralians and freeing them fromthe
need to fill in a tax return, Itwas due to
start on July 1. In the mid-year review

last year the startdatewas pushed
back to 2012, On Tuesday night the
start date was abolished.

Or take the 2009 Defence White
Paper that committedthe govern-
ment to increase defencespending
3 percentper annum inreal terms. In
fact overfour years to 2015 it will
barely increase 1.5 percent.

Or take aid spending, which Labor
hasbeen promising toliftto (1.5 per

cent of gross national income by 2015,

For the first time it had toinclude
estimates for that yearin the current
budget. 5o have aguess what hap-
pened? Thetarget was deferred to
2016 - ayear that isnot in the budget
—atasavingof$2.9billion.

Andhave aguess what will happen
tothe target next year? Anyone famil-
iar with politics has always known
that the closer we gotto the yearof the
target, the further Laborwould push
the promise out.

Such alarge part of this budget con-
sists of reversing decisions of previ-
ousbudgets: onestep forward, two
steps back. My point hereis that the
government didn'thave tomake these
promises. Asithad noidea how to
deliver themit should not have made
them. Onceitmade them, however, it
wasobliged tokeep them.

The government has developed the
habit of over-promising and under-
delivering. Itisalwayslooking for the
next big headline - the "greatest” this
and the "biggest” that. It is the yawn-
inggap between promise and delivery
thathaskilled this government. The
chasmshows no sign ofclosing,

The best this government can hope
foris to be off the scene before reality
catchesup with thelatestset of
expectationsithasinflated.
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