Bad luck enters with a boom in parallel reality that 1s Wayne's world

PETER COSTELLO

ive years agothe prices of

Australia’s exports began

rising sharply. The price of

iron ore hitabout $U1S30 2
tonneand thermal coal about $US50.
Australia had notseen export prices
like that in a very long time.

The federal government was run-
ningbudget surpluses. It had paid off
itsdebt so it established a soversign
wedalth fund - the Future Fund - to
save for the future. Thiswas to pre-
pare for a time when things were more

normal and to cover the costsof the
ageing population. About 560 billion
was deposited into it.

Noteveryoneshared the prosper-
itvofthe mining industry, but by
using increased revenue from mining
profits to cutincome tax, the
proceeds of thatstrongly profitable
sector could be shared with all
Australians through an increase in
their disposable income.

The policy did not meet with unan-
imous approval. Some thought we
should save more; some thought we
should cut taxes harder.

One ofthe persistent critics was
Laborstreasury spokesman, Wayne
Swan. The Coalition was "wasting the
boom", he complained. Swan was
neverl toospecific aboutwhat the
government should have beendoing,
butheleft the impression it should
have been spending on various pro-

jectswhich,in fact, meant saving
less. Hereturned to the theme as
recentlyas twoweeks ago, when

his spokesmandeclared: “Peter
Costello can rest assured that the
governmentwill not follow his exam-
ple by wasting the proceeds of the
miningboom."”

Ithank them for their interest. Butl
must say I cannotrest, assuredly or at
all, with whatis going on at present.

This vear theiron ore price is nudg-
ing §US170atonne (about five times
whatitwas when the Coalition was
“wasting" the boom) and the coal
price is about $175120 (nearly three
times the price of five years ago) . If
you look at a graph of historical
prices, we are at the peak of Mount
Everest. Therise of 2006 looks like
Monticello - a small rise visible only
because conditions were quite
depressed beforeit,

The Reserve Bank’s indexofcom-
maodity prices showsan all-time high
inMarch 2011. The indexis nearly
double where it was in 2006 and triple
thelevels of the late 1990s, Adjusting
backinto Australian dollarsitrose
32 percentin the past year.

And mining profits are super

ented prosperity in Australia’s terms
of trade. This is bigger than the gold
rush of the mid-19th century.

Since itwas apparentywasteful to
run budget surpluses, build a savings
fund and cut taxin 2006, Swan could
showushowthings should be done
now we areina real boom. He could,

It is weird to hear the government claim it was
wasteful to save when our circumstances
were poorer than they are today.

strong. In 2006, BHP's profitafter
abnormals wasa massive 510 billion.
Thisvearitreported that profit for
justthe first half-year.

‘Weare notin normal times. We are
living through a period of unpreced-

butapparently he will not, because
lastweek he gave a pre-budget speech
lamenting how hard everything had
become and saying that weshould not
expect toomuch, noteven a balanced
budgetin May, let alone a substantial

contribution to the Future Fund. And
although he has found a way of shar-
ingthe pain of the Queensland floods
with a flood levy, we should notexpect
toshare the prosperity of the mining
boom through any tax cuts.

Thereisreality. And then thereis
Wayne's world.

In Wayne's worldaboom is some-
thing thathappens to others, notto
him. In his world, others find rivers of
gold, but for him the riverneverrises.

In Wayne's world, Labor is asuperi-
oreconomic manager whichruns
intobadluck allthe time, while
Liberals are poorfinancial managers
who waste opportunities and some-
how get good outcomes when the dice
fall their way.It's aweird placeinside
‘Waymne's world.

In thatworld, the gover nmernt will
notwaste the proceeds of a mining
boom onthings like a more competit-

ivetax systemorasovereign wealth
fund when it can spend on insulation
batts andlocal school halls.

In this parallel reality, no one
bothers to ask howwe managed to
balance the budget and pay off
government debt when there was no
boom, and why we can't do either
now that our irading conditions are
atthe peak of the cycle.

It is weird to hear the government
claim it waswasteful to save when our
circumstances were poorer than they
are today, but somehow responsible
to borrownow.

It's possible thatthisisall spin and
Swan doesn't helieve it. On this occa-
sion I hopeso. [fhe has convinced
himselfitis true, it is more than weird.
That is really dangerous.,

Peter Costellois a former Liberal
treasurer.



