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twasa strange budaet speech.

Itwas all about the financial

vearal2002-13 - three vears

away, That year isabhappy vear

when the budgelwill balance
for the first time in five vears, and the
Australian governmentwill stoprun-
ningup new debt,

There will bea new tax onmining
and the yearalter, anincrease in the
stperannuation guarantee of L25 per
cent, Albveryinteresting.

Bt this budget is aboul the finan-
clatvearthat startson Juby 1, 2010,
The budgetspeech isa request lor
Parliament to appropriate money 1o
various expenditures over the next 12
months. The Treasurer has o explain
where all the money is going and
where itwill come fromAndifthe
government spends more than it
raises it shoubd explain how itwill fin-
ance the difference.

For the record, governiment spend-
ing will exceed revenue in the nexl
linanecial vear—a deficit of 540 billion
—whichwill be financed by new debt.

In dollar terms, itis the second high-
estdeficiton record and in pereeni-
age terms aboul the level we had in
the recession of 1983 and the reces-
sionol 1992, Exceplwe're not in reces-
sion, but in the middle of the greatest
mining boom sinee the gold rush.

This decision to focus on the
budget-alter-the-one-alter-this-one
worked atreal. Watching Kerry O'Br-
ien interview Wayne Swan on the 7.30
Hepart, 1was struck by how he focused
on 2003 Itwas like we had gone lor-
ward ina time machine,

Swan made the absurd elaim the
government waould balance the
budget three vears ahead of schedule.
What scheduale? The one inlast year's
budgerwhich dumped the schedule
of the year belore, In 2008, wewere
going to have surplusas far as the eve
could see. In 2008, we were going Lo
have deficitas faras the eve could see,

The 2008 forecast was complacent.
The 2009 forecast was a counter reac-
tion, Meither represented reality, Sinee
bothwere out of date after six months,
logicsuggests we should be careful
talking about outcomes for 2013,

[nstead of beating myvthical sched-
ules, itwounld e best tosay it was
unlorlunate we were wrong in 2008,
But it was fortunate we were wrong in
2009, While we mavbe wrong again,
we'te now somewhere in the middle”

Should an economy that suceess-
[ully avoided the financial contagion
that came outof America in 2008, and
whichisundergoing a mining boom
ofunprecedented proportion, afler
sixinterestrate rises inarow be run-
ningabudgel delicit of 3 percent ol
gross domestic praduct?

Should such a government be roll-
ing out “stimulus™ spending, paying
inflated prices to build halls at
schools that did nol ask for them and
will have to generate ways Lo use
them?

Should a government in the middle

ofa mining boomneed (o increase the
raleoftaxation when already raking
inrecord tax from the mining sector?

Iwas langhabile 1o hear Swan talk-
ingbefore thebudgetabout how he
would not engage inan election year
spendathon. Because hedid the
matherofall spendathons last year,
allocating new spending for that year,
and this, and the one after-spending
he has nointention of paringback
because the government thinks
school halls inmarginal electorates
will e electorally useful.

Thisgovernment allocated S100 bil-
lion ofnew discretionary spending over
[our years from 2008, Only the Whitlam
government coimpares, But in this
strange universe where future budgels
areannounced rather than present
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And the luckiest break the govern-
ment had inthe past vear was the col-
lapse ol the Copenhagen climate talks.
Because Labors medium term
strategy is disarmingly simple —to ride
the mining boom forall itis worth,

Whatever it saysin overseas envir-
onmental forums, ack here in Aus-
tralia il proposes to exploit rising
prices lor carbon energy and carbon
intensive mining forevery dollarit
canextract. The Treasury lorecasis
record pricesin 2011 and 10yearsof
baomafter that, estimates Austra-
lig's terms ol trade will e about GO per
cent higher than the long-lermaver-
age from 2008 through to 202 1. And
wilh nominal growth being sostrong,
there isgoingtobe alot ol tax collec-
led from rising incomes.

The government’s cnvironment
policy would have undermined this
industryand its tax policy could well
dathe same, Letushope asecond
lime il can besaved fromitsell.
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