Charter of
honesty
i1s only half
the test

nthe old daysleaders promised
big duringelection campaigns
(“By 1990 no Australian child
will be livingin poverty”) and
cutback theirspending afterwards.
These days political leaders promise
poorduring the campaign (“above all
elseitwillbeverylean™) and the
spendathon comesafterit.

Kevin Rudd got the loudest
applause during his 2007 election
launch when he declared: “The
spending has got to stop”. [tdidn't
stop [orlong. After the 2008 budget
his government embarked on the
fargest spending increase since
Gough Whitlam in 1975-5100billion
ofnewdiscretionary measures,
money whichisstill rolling out.

Julia Gillard is promising poor now
because she hasahuge cash splash -
the $14.7 billion for school hallsand
canteens—already in the systent.
Around 35 per cent of that will be
spent thisvear.

Weare still spending to “stimulate”
aneconomy inthe gripotarecord
mining boom, and which has had six
consecutive interestrate rises.

But never fear, says Labor, the
budget will balance by 2013. Just like
the surplus promised in 20082 We've
accumulated around $125 billion in
deficits since then. This administra-
tion has never balanced a budget.
They should try one before boasting
abouthow good things will getin the
future,

Regardless of whetherthe financial
outcomes will ever match the prom-
ises (and recent experience leadsus to
be cynical) it is good to see the parties
trying lo sound responsible. We are
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not as bad as in the US where politi-
cians make extravagant promises
aboutspendingmoney thevdon’t
have. In Australia our MPs are a bit
more cautious. They have reason to be.

Oneofthelittle known reformsof
the previous governmentwas the
Charterofl Budget Honesty. [thasa
profound impact on how we conduct
elections. This law requiresa “Pre-
Election Economicand Fiscal Out-
look™ to be produced independently
althestartolan election campaign
and provides forindependent costing
of political promises.

Once you know the starting point
and thejourney, you can estimate
wherea party’s promises will end up.
Aslongas theykeep to the journey.

When the charter was legislated,
Laboroppaosedit. In opposition they
promised they would amend it (but
haven't) and now Laborhasadopted
it. Inherfirst majorspeech on the
econoiny as Prime Minister, Julia Gil-
lard declared “all our policies will be
submitled to Treasury and Finance
forindependent costingunder the
Charterof Budget Honesty-and 1
challenge MrAbbott to do the same™.
(Labordidntsubmitallits policies for
costinglast time round, soitisgood to
sce achangeofheart.)

The charter was instrumental in
forcingthe governmmentto tell the
truth over the backtlip on the “super
profits” tax. When she announcedit,
Gillard claimed it would reduce rev-
enue by S1.5billionor 12.5 percent. It
was supposed Lo looklike a minor
cost. The companies and analysts
knew it was much more than that.
Gillard knew, orshould have known,

the statementwas talse, Treasury
knew it, and the Treasurer should
never have allowed her Lo say it.

But the issue would haverested as a
misleading claim to cover an embar-
rassing backdown were we not going
intoan election. The government
knew the pre-election outlook would
show the reallost revenue o $7.5 bil-
lionor 63 percent.

So Swan cobbled togetheran eco-
nomic statement to fess up to the truth.
He knew it was belter to come clean
than be caught out duringan election
campaign. Chatk upasuccess to the
charter. Parties face better scrutinyon
the cost of their promises, and that
forces them to be more careful about
making them. The charteris an incent-
ive to compete for respeclability.

Theweakness isthat whatever it
says before an election, a partyis not
bound todeliverit. Thereisno lawto
stop a government trashingits costed
promises. The only sanctionis the
power of the ballot box. So we have
good tools to assess promises. but
onlybluntinstruments to enforce
them. To hold a governiment account-
able votershave to compare the rhet-
oric to the oulconte and register their
judgment at a subsequent poll,

Memories are short, whichiis why
politicians talk about "moving [or-
ward”. They don’t want to be judged
by their record. They want the chance
todoitallagain.

Peter Costelloisaformer Liberal
federal treasurer.



