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An industry in profit is an industry worth supporting

PETER COSTELLO

magine an investment portiolio

—say your superannuation fund

—which has a whote bunch of

assets that are going sideways
and one prime asset thatis growing
strongly. hnagine itis growing so
strongly that it lifts the whole port-
folio yearafter year. You'd be pretty
thankful forthat.

Tlhe reason why fund inanagers
diversify theirinvestiment is to find
non-correlating assets thatwill dowell
wlhen others do badly. They might
even re-weight towards thatarea. They
piit a high value on such assets,

Australia’s mining industryis out-
perforining the rest of the economy. We
are all verylucky that it is. The Reserve
Bank estimmates that had we been going
through normal terms of trade —and
missed out onthe mining boom associ-

ated with it - ourincome would have
Leen 15 per cent lower peranninm.
Tamsick of governiment spokesien
bleating on about the "two-speed
economy” as if thisis some negative
for the country. What could be worse
than a “two-speed economy™t 'l tell
you:aone-speed economyin which
the mining sectoris perfonningat nor-
mal levels, hi those circuimstances our
economic growth would look like
Europe or the US. It has not yet
dawned on this government how
muich it owes Australia’s minersand
how lucky itisthat Australia’s terms of
trade areat once-in-a-century highs.
Priorto theturnofthe 21sicen-
tury, the US experienced the dotcom
boom. Micrachips and the internet
were all therage. Entrepreneurs were
becomingbillionaires overnight. Our
terms of trade were flat. Our currency
was in the doldrums. Many predicted

that relying on traditional industries
suchasagriculture and mining
wouldleaveus behindin the new
econoiny. Jumping onabandwagon,
the Labor Party said that Australia
should forget about the old economy
and become the Knowledge Nation.
Every futurotogist and business
writler was advising the government
to investin microchips.

Tawmglad Idid notlisten to them. As
we know, the dotcom bubble burst. A
lot of those one-time doteon billion-
aires are now living in Buddhist
retreats in Californiawhere they med-
itate on the illusion of moneyand the
spiritual value of poverty.

The USdidlittle torein inspending
and pay off debiduring the dotcom

boony, which iswhyitwentinto the
downturn so exposed. Butene thing
itdid not dowasintroduce new taxes
on e-comierceand theinternet. The
Congress looked atit. So did the
White House, Butin the end Presi-
dent Bill Clinton declared there
would be notaxon theinternet.
Being Clinton, he dresseditupin
grandiose terms about liow this
would be a gift to the world and espe-
cially the poorindeveloping coun-
tries. In fact the USknewithada

decisive national advantage in the
field and was not going to handicap
itselfinanareaof strength.

Of course our governnienttakesa
dilferent view. Australia has a decisive
advantage in mining. itis carrying the
Australian economy, but the old taxes
suchas company taxand royalties are
not enough. The government thinks
we need new taxes as well. I could
alimostunderstand thisifthe plan

were to lockaway money it our sover-

If there is a world-class industry investing and
earning income then, for heaven's sake, respect it.

eignwealth fund foratime when trad-
ing conditions return to normal. But
the planistospend allof the money
raised by the new taxesandtospenda
good partofit onnindustries in which
we have no comparative advantage -
suchas“greenenergy”. When a gov-
erninent diverts resources from effi-
cientindustries to inetficientones it
has one effect -itlowers productiv-
ity. And over the longer terin that
makes 4 country poorer.

Some of the dimmerlightsin the
goveriment have suggested thatput-
ting the handbrake on mining will
help otherindustries - such as manu-
facturing - by lowering the value of
the dollar. [ suppose if Australia
really crunched its principal export
industry aud ballooned outitstrade
deficit and rocked confidence in the
business climate, the exchange rate
would fall. We could deliberately
impoverishourselves asa devious
sirategy lo liclp ourselves.

But after you've done all that dain-
age, howdoyouknowtherewillbe a
manufacturingrevival and how do
youknow it will be strong enough to
compensale for the income lost?
Most other countries would behave
logically. If there is a proven world-
class industry that isinvesting and
garningincome forthe country then,
forheaven'ssake, respectit. A bird in
the hand is worth two in the bush. An
industry in profitiswortli200in the
fevered imagination of those with an
axe to grilid against Australia’s
premierexport earners.
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