Lets not go
gackwards
for the sake

of 1deology

nterms of policy, thisyear star-

ted muchbetter than last. Back

then, Kevin Rudd published a

treatise on the failure of the fin-
ancial system and whathad to be
done aboutit. He said human history
was ataturningpoint: “Theinterna-
tional challenge for social democrats
is to save capitalism fromitself.”

The crisiswas “the culmination of a
30-year domination of economic
policyby afree marketideology that
has beenvariously called neo-
liberalism, economicliberalism...or
the Washington consensus”. You can’t
be much clearer than that. And it
looked like grand plans were afootfor
financial regulation.

This year began with the Govern-
mentreleasingareporton proposals
tobuild Australiaasa financial centre.
The report defined its vision as: “Afin-
ancial sector whichis open, competit-
ive and underpinned by strong stable
and sound institutions. It exhibits the
lowest possible barrierstoentry...so
asto foster price competition and
innovation.” As astatement of neo-
liberalism, economicliberalism, the
Washington consensus or whatever, it
could nothave been more pure.

Itis obvious the writers of thisreport
have notread what the Primne Minister
wrote last yearon “the global financial
crisis”. As punishment, they should be
made to read the entire thingbetween
now and next Christimas.

This year's report thinks thatifwe
have a problemwith financial regula-
tion, itisinaverydifferent direction. Tt
recommends periodicreviews to

ensure we do not build up “excessive
and unnecessary regulatoryrules” It
wants consultation with industry to
ensure regulatory proposals “impose
assmall acompliance burdenon
industry as possible”,

The Government welcomed the
report. Last year, there wasn't enough
regulation. Apparently, thisvear there
might be too much. Whatever the prob-
lem, itwas obviously caused by the fail-
ure of the Coalition government over
the previous decade. Either itunder-
regulated oritis over-regulated. Take
your pick and hold me responsible.

You can guess that I prefer this vear’s
report. [twas written by people who
understand the financial system. It
rightly notes that Australia has a great
opportunity to marketitselfand attract
more investmentin financial services.

Tt says: “Our [inancial sector ranks
highly ininternational surveys on
many of thekeyrequirements fora
successful financial centre. These
include a highly skilled workforce and
afirst-classregulatory framework
that has served uswell through the
global financial crisis.”

The big Australian banks are all AA-
rated. They needed nonationalisa-
tion and no taxpayer support like
banksin the USand Britain. None of
the Australian bankseven madea
lossin the pasttwo years. No regulat-
orysystem performed better than
Australia’s during the past two years.
And the world has noticed.

Which makes itso surprising that
Rudd chose themoment of Australia’s
great trivmph to deliver his stinging

critique of the system. In comment-
ingaboutthis then I said: “We can live
with his polemicaslongaswe all
understand that no one seriously
believesit, and further, thatnoone
seriouslyintendstoactonit. Itcanbe
used to assuiage a section ofopinion
that Rudd feels theneed to cultivate.
Ifhe starts to take his writing seri-
ously, we arein forabad time.”

Fortunately. no one took the prog-
nostications too seriously. Sometimes
our politiciansare criticised for being
alltalkand noaction. Thisisa case
where the Governmentshould be
congratulated fortakingno action.
Twelve months later we have some
sensible analysis. The best wayto
burylastyear’s analysisis to endorse
thisyear'sreport.

Some recommendations will
require careful consideration. For
example, recommendations to alter
taxrulesto promote Australiaasa
competitor to Luxembourgand the
Cayman Islands foroffshore banking
and investment. l expect the Labor
backbenchwill need convincingon
thatone. If the Governiment were seri-
ous on this itwould hardly be pursuing
ataxassessmentagainst the investors
who floated Myer and used the strue-
tures the reportwants to promote.

This isadiscussion worth having, to
look atways to open the system more to
promote investment and innovation.
Australia has proved the value of the
regulatory structures put in place after
the financial inquiry 0 1997. Going
backwards to the beat of the ideological
drumis notworth a crumpet.



