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INTRODUCTION

Can I add my welcome to Australia to the OECD’s Deputy
Secretary General.

My few remarks will comment on a number of the issues
which we heard the Deputy Secretary General make this
afternoon as well as providing some more immediate
petspective on the events here in Australia which bear on
the proposition in the title of our forum this afternoon -
PROBLEMS OF TODAY — WORLD OF TOMORROW.’
I'll conclude by making a couple of comments which relate
more directly to the events of the last 4 or 5 hours here
in Australia both in Canberra and here in Sydney with the
decision of the Reserve Bank.

In relation to the global economic crisis, if we want to
identify the appropriate way to respond, then we need to
accurately diagnose the nature of the problem. We also must
have a realistic understanding of our global and regional
place, and our industry profile. Here in Australia we need,
in the context of a national economic crisis, (the likes of
which almost all in business have never seen before in their
business life), we have to appreciate the size and scale of
our economy, that is a commodity based economy, a middle
ranking economy, an economy that is deeply enmeshed in
globalisation, an economy that has significantly benefitted
from globalisation and the living standards that have
accrued from our integration in wotld trade and therefore
as a result of those features our vulnerability to be buffeted
in a substantial way by what is happening globally.

I very much agree with what the Deputy Secretary General
said about the place that we start here in Australia. We
start with strong fundamentals and I think that is broadly
recognised in the Australian community. There are strong
economic fundamentals, fundamentals in terms of the
government and the fiscal bottom line, the nature of our
institutional structures are strong (and have withstood
the buffeting), the nature of our financial institutions
have withstood a buffeting the likes of which no one
anticipated. So we are in a position where there are a range
of policy levers available to us and that also contributes to
the strength in which we enter this period and deal with
this crisis.

But the downside risks are real - not only risks that flow
from what I said was a proper understanding of the size
and scale of our economy but also, as the Deputy Secretary
General, said risks in terms of our reliance on foreign
credit and also risks in terms of trade given our exposure
to international commodity markets.

Obviously we are seeing a financial crisis now playing out
into the real economy. If there’s one message that we take
even from the developments of the last few hours, it is
that the scale and the depth of the economic challenges
we face are substantially greater than even what we were
discussing back in October or November of last year, in
the early weeks after the financial crisis hit.

We are seeing that just through the revisions in forecasts
from the International Monetary Fund, from what the
Deputy Secretary General said this afternoon about the
OECD’s subsequent statements that will flow in respect of
the global outlook and outlook here in Australia.

The policy responses that we need to have regard to are
obviously policy responses that need to address both short
term and medium term issues. In a narrow business sense
businesses are very well advised to look at cost pressures
(and reduce the cost pressures on doing business) and
obviously to address cash flow issues. Our response in a
broader policy sense, in macro terms, needs to not just be
based on short term thinking but obviously trying to set
ourselves up in the medium term so that we have a strong,
indeed stronger, economy as we ultimately come out of
this serious economic downturn. The policy responses
need to be globally integrated and there are also a range
of measures which need to be specifically domestically
focused. It’s axiomatic to say in this context that the
solutions are neither single nor simple but past lessons are
useful markers. This includes lessons that we can take from
the way we withstood the Asian downturn of the late 1990s
and early 2000s, and also the lessons that we take out of
what occurred in the recession of the early 1990s. This
relates to lessons in terms of the operation of fiscal policy,
monetary policy and also the way in which our labour
market responded to government policy.

It’s clear there are a range of approaches we must not do
in this environment. The wait and see approach doesn’t
work. We see governments, our own government moving
very deliberately, very clearly, in a way to deal with domestic
policy settings. We see unprecedented action by central
banks, some coordinated, some on an individual basis. This
means that we are learning at least some of the lessons of
the recession of the early 1990s where we moved too late
to alter domestic policy settings. We also need to ensure
that we don’t undermine confidence because ultimately
it’s business confidence and consumer confidence that
will play a substantial part in turning this situation around.
So language, even language from people like myself, is
important. The way in which government presents policy
and policy measures is important because we don’t want
to create a self fulfilling prophecy where, by virtue of our
own language, we actually make matters worse.

We need to be pragmatic. Leaving it all to the private sector
is clearly not going to work, but leaving it all to the public
sector to do the heavy lifting in this environment won’t
either. This is a real test of the capacity of the public sector
to undertake a role which drives private sector activity,
because ultimately it will be the private sector, and the
restoration of confidence and business activity and capital
flows in the private sector, that will drive us out of the
situation that we are in. However, the triggers for that in
part will come from the policy settings and decisions made
by governments and the work of the public sector.
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Clearly, thinking short term will be a major mistake. The
Deputy Secretary General cautioned against a return to
protectionist sentiment and I strongly echo that sentiment.
A call towards inward protectionism either in our trading
markets or in our labour markets is (particularly in the
Australian context but I would argue in our global context)
a recipe for stagnation not a recipe for a growth agenda
—which is clearly the agenda we need to embark upon if we
are going to restore our living standards and not have our
living standards threatened in the way in which they are.

Letme conclude my remarks then byjust focusing specifically
on a couple of the perspectives from today’s events. The
government, the Australian government announced a $42
billion stimulus package which is based heavily around
infrastructure, investment and also around direct stimulus
of economic activity through a range of payments made
to individuals in the community. Separately, the Reserve
Bank has reduced interest rates, or the official cash rate,
by a further 1% making it a 4% reduction in Australian
interest rates in the course of the past 5 months, with the
official cash rate now three and a quarter percent.

I think the first thing to say is that we are seeing a synergy
between monetary and fiscal policy responses and that
itself sends a good message. The policy regulators, those
who make critical decisions in this environment, are making
decisions which have regard for what one another is doing.
But the basic question is, do we need what occurred today,
can we afford it and are we spending money on the right
things? Well, I think the way to answer the question is,
those three questions is, yes we clearly do need a significant
response. All of the indicators are suggesting to us that this
is potentially deeper and longer than we had anticipated.
Can we afford it? Very good question.

Another way of putting the question is to say can we not
afford to do it and I think the answer to that is yes, we
cannot afford not to do this. Can we afford $42 billion
when our budgets are under pressure, when our government
yesterday announces a $115 billion hit on revenues? Well,
we need to add a significant stimulus, but we also need to
ensure that we don’t take our eye off structural economic
reforms that are necessary, both in terms of our budget
and in terms of our economy. If we keep an eye on the
structural reforms, things that we know from history (or
recent history in particular) are going to add value to our
economic activity, then I think we can afford it if there is a
strategy to deal with debt. And finally are we spending on
the right things? Well by and large, the sorts of things the
government is doing, a combination of a direct stimulus
and infrastructure spending, are the right things. We can
always argue, debate and should discuss around the edges
the content of particular measures and particular packages
such as our preference for tax cuts. But on first blush the
government by and large is pressing the right buttons with
what it is doing today.

Finally, let me just leave you with a question to ponder, one
that I’'m pondering every day now and that is what are the
triggers for bringing us out of this economic challenge?
Are the triggers here in our region? Is it going to be our
region particularly, which is going to be able to drive the
world economy out of this crisis? Are there things that we
particularly can do both in terms of our regional work and
our domestic work which are going to make a difference
beyond conventional orthodoxy? These are difficult
questions. We don’t have the answers to them. They are
not readily at hand. We are in some uncharted waters, but I
think the more we apply our minds to those questions, keep
asking ourselves and searching for those answers and use
the resources that are available to us here in our institutions
and the OECD, then we have the best prospects of coming
out of this in a shorter space of time and in a way that does
as little damage as possible to our community and to our
business community and those that are so heavily buffeted
by what is clearly a very undesirable economic environment
in which we now operate.

Thank you very much, and I congratulate the University of
Sydney on this forum.
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ACCI| MEMBERS

CHAMBERS OF COMMERCE & INDUSTRY

ACT and Region Chamber of Commerce & Industry
12A Thesiger Court

DEAKIN ACT 2600

Telephone: 02 6283 5200

Facsimile: 02 6282 5045

Email: chamber@actchamber.com.au

Website: www.actchamber.com.au

Business SA

Enterprise House

136 Greenhill Road

UNLEY SA 5061

Telephone: 08 8300 0000
Facsimile: 08 8300 0001

Email: enquities@business-sa.com
Website: www.business-sa.com

Chamber of Commerce and Industry Queensland
Industry House

375 Wickham Terrace

BRISBANE QLD 4000

Telephone: 07 3842 2244

Facsimile: 07 3832 3195

Email: info@cciq.com.au

Website: www.ccig.com.au

Chamber of Commerce & Industry
Western Australia (Inc)

PO Box 6209

EAST PERTH WA 6892

Telephone: 08 9365 7555

Facsimile: 08 9365 7550

Email: info@cciwa.com

Website: www.cciwa.com

Chamber of Commerce Northern Territory
Confederation House

1/2 Shephetd Street

DARWIN NT 0800

Telephone: 08 8936 3100

Facsimile: 08 8981 1405

Email: darwin@chambernt.com.au

Website: www.chambernt.com.au

Employers First™

PO Box A233

SYDNEY SOUTH NSW 1235
Telephone: 02 9264 2000

Facsimile: 02 9261 1968

Email: empfirst@employersfirst.org.au
Website: www.employersfirst.org.au

NSW Business Chamber

Australian Business Centre

140 Arthur Street

NORTH SYDNEY NSW 2060

Telephone: 13 26 96

Facsimile: 1300 655 277

Email: navigation@australianbusiness.com.au
Website: www.australianbusiness.com.au

Tasmanian Chamber of Commerce and Industry Ltd
GPO Box 793

HOBART TAS 7001

Telephone: 03 6236 3600

Facsimile: 03 6231 1278

Email: admin@tcci.com.au

Website: www.tcci.com.au

Victorian Employers’ Chamber of Commerce &
Industry

GPO Box 4352

MELBOURNE VIC 3001

Telephone: 03 8662 5333

Facsimile: 03 8662 5367

Email: vecci@vecci.org.au

Website: www.vecci.org.au
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NATIONAL INDUSTRY ASSOCIATIONS

ACCORD

Dalgety Square

Suite C7, 99 Jones Street
ULTIMO NSW 2007
Telephone: 02 9281 2322
Facsimile: 02 9281 0366

Email: beapanna@acspa.asn.au
Website: www.acspa.asn.au

Agribusiness Employers’ Federation
GPO Box 2883

ADELAIDE SA 5001

Telephone: 08 8212 0585

Facsimile: 08 8212 0311

Email: aef@aef.net.au

Website: www.aef.net.au

Air Conditioning and Mechanical Contractors’
Association

30 Cromwell Street

BURWOOD VIC 3125

Telephone: 03 9888 8266

Facsimile: 03 9888 8459

Email: deynon@amca.com.au

Website: www.amca.com.au/vic

Association of Consulting Engineers Australia (The)
75 Miller Street

NORTH SYDNEY NSW 2060

Telephone: 02 9922 4711

Facsimile: 02 9957 2484

Email: acea@acea.com.au

Website: www.acea.com.au

Australian Beverages Council Ltd
Suite 4, Level 1

6-8 Crewe Place

ROSEBERRY NSW 2018

Telephone: 02 9662 2844

Facsimile: 02 9662 2899

Email: info@australianbeverages.org
Website: www. australianbeverages.org

Australian Hotels Association
Level 1, Commerce House

24 Brisbane Avenue

BARTON ACT 2600

Telephone: 02 6273 4007

Facsimile: 02 6273 4011

Email: aha@aha.otrgau

Website: www.aha.org.au

Australian International Airlines Operations Group
c/- QANTAS Airways

QANTAS Centre

QCAA4, 203 Coward Street

MASCOT NSW 2020

Telephone: 02 9691 3636

Australian Made, Australian Grown Campaign
Suite 109, 161 Park Street

SOUTH MELBOURNE VIC 3205

Telephone: 03 9686 1500 or 1800 330 520

Facsimile: 03 9686 1600

Email: ausmade@australianmade.com.au

Website: www.australianmade.com.au

Australian Mines and Metals Association
Level 10

607 Bourke Street

MELBOURNE VIC 3000

Telephone: 03 9614 4777

Facsimile: 03 9614 3970

Email: vicamma@amma.org.au

Website: www.amma.org.au

Australian Newsagents’ Federation Ltd
Level 3

33-35 Atchison Street

ST LEONARDS NSW 2065

Telephone: 02 8425 9600

Facsimile: 02 8425 9688

Email: tracy@anf.net.au

Website: www.anf.net.au

Australian Paint Manufacturers’ Federation Inc
Suite 1201, Level 12

275 Alfred Street

NORTH SYDNEY NSW 2060

Telephone: 02 9922 3955

Facsimile: 02 9929 9743

Email: office@apmf.asn.au

Website: www.apmf.asn.au

Australian Retailers Association
Level 2

104 Franklin Street

MELBOURNE VIC 3000

Telephone: 03 9321 5000

Facsimile: 03 9321 5001

Email: vivienne.atkinson@vic.ara.com.au
Website: www.ara.com.au

Bus Industry Confederation
PO Box 5112

BRADDON ACT 2612
Telephone: 02 6247 5990
Website: www.ozebus.com.au

Live Performance Australia
Level 1, 15-17 Queen Street
MELBOURNE VIC 3000
Telephone: 03 9614 1111

Facsimile: 03 9614 1166

Email: info@liverpetformance.com.au
Website: www.liveperformance.com.au
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Master Builders Australia Inc. Pharmacy Guild of Australia
16 Bentham Street PO Box 7036

YARRALUMLA ACT 2600 CANBERRA BC ACT 2610
Telephone: 02 6202 8883 Telephone: 02 6270 1888
Facsimile: 02 6202 8877 Facsimile: 02 6270 1800

Email: enquities@masterbuilders.com.au Email: guild.nat@guild.org.au
Website: www.masterbuilders.com.au Website: www.guild.org.au
Master Plumbers and Mechanical Services Plastics and Chemicals Industries Association Inc
Association Australia (The) Level 1, Unit 7, 651 Victoria Street
525 King Street ABBOTSFORD VIC 3067
WEST MELBOURNE VIC 3003 Telephone: (03) 9429 0670
Telephone: 03 9329 9622 Facsimile:(03) 9429 0690

Facsimile: 03 9329 5060

Website: www.pacia.org.au
Email: info@mpmsaa.org.au

Website: www.plumber.com.au Printing Industries Association of Australia
. . L 25 South Parade
National Baking Industry Association AUBURN NSW 2144
Head Office: Telephone: 02 8789 7300
Bread House Facsimile: 02 8789 7387
49 Gregqry Tee Email: info@ptintnet.com.au
Spring Hill QLD 4000 Website: www.printnet.com.au
Phone: 1300 557 022
Email: nbia@nbia.org.au Restaurant & Catering Australia
Website: www.nbia.org.au Suite 32
. . L 401 Pacific Highway
National Electrical and Communications ARTARMON NSW 2604
Association Telephone: 02 9966 0055
Level 4, 30 Atchison Street Facsimile: 02 9966 9915
ST LEONARDS NSW 2065 Email: restncat@restaurantcater.asn.au
Telephone: (02) 9439 8523 Website: www.restaurantcater.asn.au
Facsimile: (02) 9439 8525
Website: www.neca.asn.au Standards Australia Limited
. . L. 286 Sussex Street
National Fire Industry Association SYDNEY NSW 2000
PO Box 6825 Telephone: 1300 65 46 46
ST KILDA RD CENTRAL VIC 3000 Facsimile: 1300 65 49 49
Telephone: 03 9865 8611 Email: mail@standards.otg.au

Facsimile: 03 9865 8615

Tl Website: www.standards.org.au
Email: info@nfia.com.au

Website: www.nfia.com.au Victorian Automobile Chamber of Commerce
) ) o 7th Floor

National Retail Association Ltd 464 St Kilda Road

PO Box 91 MELBOURNE VIC 3000

FORTITUDE VALLEY QLD 4006 Telephone: 03 9829 1111

Telephone: 07 3251 3000 Facsimile: 03 9820 3401

Facsimile: 07 3251 3030 Email: vacc@vacc.asn.au
Email: info@nationalretailassociation.com.au Website: www.vacc.motor.net.au
Website: www.nationalretailassociation.com.au

Oil Industry Industrial Association
c/- Shell Australia

GPO Box 872K

MELBOURNE VIC 3001

Telephone: 03 9666 5444

Facsimile: 03 9666 5008
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