Support for industry

On 6 March 1979, Fraser tabled the report of a study group on structural adjustment led by
economist Sir John Crawford. The report concluded that higher levels of economic growth
and employment could only be achieved if manufacturers became more competitive both at
home and abroad. Substantial government assistance would be needed to encourage exports,
to make industry more capital and skill intensive and to develop large-scale resource
projects. The report held out hopes of tariff reductions in the long term, but opposed the
immediate introduction of a program to reduce tariffs.

The Government was not enthusiastic about a report which recommended increased
Government spending and involvement in industry, although it endorsed its broad
directions. Opposition leader Bill Hayden was more enthusiastic, calling the report a ‘general
blueprint for action’ and criticising the Government’s ‘quaint but totally unjustifiable faith
that market forces will right it all’. On 24 July Cabinet considered the recommendations of a
committee of ministers who had examined the report. Cabinet endorsed the report in broad
terms, including the need for industry to be more export-orientated, but it was cautious
about making further specific commitments to tariff reductions or industry support
(Submission 3341; also Decision 9559, not printed here).
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CRAVFORD REPORT

Phillip Lynch, Minister for Industry and Commerce

Ta convey to Oabinet the recommendations of the Ad Hoo
Committes of Ministers required by Decisiem Mo, TT25
of 6 HMarch 197% fo ce-ordinate the sxamingtion and
apsomsment of tho proposals contsined i the Crawford
REaport.

To determine the Governmsnt's response &0 the Crasford

) feport.

-

Relates to mssufacturing industey policy and & renge of
related policies, ineluding madpowver, trode, regional
and financial poelicies.

Inplementation of some récpmmandations would imvolwe
legislatdon,

The 4d Hog Committes was reguirsd to provide &
cemprehensive report in time for consideration by
Budget Cabinet.

Thig Submizsicn conveys degimsions by the Ad Hec
Committer [Crawvford Report) which were reoched
after full consulstion with relevant Ministers/
Dopartments.

£7-15 million in the 197980 Budget, depending on the
level of funding determinad for IE&D incantives.

A minimum of $30 million in the 1980/31 Budget.

This docuresi i propsiy ©f 1he Samrslan Qoepames
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Statemant the Minigter for Industry snd Commerce
about the time of the Budget Speesh.

Ha

Support is expeseted from the companies ond uniens in
most manufocturing indusiries.

Gome aconpmlie commentators and the rural sector may
erdticise decisions to provide additional finanocial
support to mamufscturing industiry, especislly if the
liovernment is considarad 1s bBe delaying the E;mra
Raport's recommandations on pretection,
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THE I35UES

The mein iszsus ia the Government's response %o tha
Crawford REeport. In determinisg this, ths key issuca to be
aattled ara:

1_..} Yhetber the Government wishes to endoras the broad
objectives of the Graviord Eeport;

(B What i:-um:l.t!nnn'l:- the Govermment wishos to make 4o
industrisl development policies im 157%/00 and
boyondy and

(el Whether the Government wishes fto give a commitment
te begin a gemnaral program of further grodusl
reductices in protection,

n BACKGROUND
2a The arrangements for handling the Study Group's
Raport ware pddressed in the Prime Minister's Submission Ho. A90H
of 2 Harch 197%. Cabinet; in Decision Ho. ¥723 of & Haroch 1979,
chorged the Ad Hoe Committee (Crawford Report) withi
(&) responsiblility for co=ordinsting examinstion and
T appsssmeant of tha proposals containad im the
. Crowvford Reporty ond
(£i4} reporting pregressively to Cabinet with o
comprehengive repert o be provided in tine for
consideration by Budget Cabinet.
On & Mareh 197%, the Prime Miniater tabled the Study Group's
Raport in Parliamant. A copy of the Prime Himigteris statement
iz =t ATTACHHENRT B.
b [ The Ad Hoc Committee has completed its sxaminaticnm
aof the Crawferd Heport. The Cemmittee has considered twenty-five
Cabinet Memoranda prepired by the Crivierd Report Teak Group
bringing foreard the Btudy Group's proposals. In additdion

|,++_||f'+'
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following ita referranl by the Ad Hoo Committes (Budgat)
(Decision Mo. BE44{Ad Hoe) of 16 May 1979) the Committee alsc
considered the grant rate to apply under the Export Market
Development Grants Scheme from 1 July 1579. Cabinet in
Decision Mo. 8883 (IP) of § June 1979 agreed to endorse the
Committen's recommendation that the Tariff Review program ba
gompletsd, This docisicn hes besn announced.
4. Frior 1o commsncing its exsminatlon of the Study
Group's ‘proposels the Ad Hoc Commities met with Bir Jobn
'-. Crowford, Mr E. J, Hawke and Mr N. 5. Currie. Gir Brian
I:n..glil wna unable to attend the mesting. Copies of the summory
record of the mesting are avedlable from the Cabinet Office.
GONSIDERATION OF THE 1SSURS
Crowford Report
5. The Study Group argues that in erder to raise growth
rotos and to sveid the threat of long-ferm unsnployment at wory
high lewels maoufacturing iepdustry in Australis will need to
become both more competitive against imperts snd morse oxport-
. ariented, It considers ihai the process of changing tho
orientation of the manufactiuring secior cannot be left to
business alens and argues thei positive Government support ond
invelvement will be required &s the market o it now oporates
iz sean ag not being capeble of supporting industrial
development and restreeturing at the desired rate and with
costs mcceptable te the dustralism poople.
. To deal vith l-ﬂ,j'l.l.lt-ﬂ-ll:l.t-. in mesoufscturing industry the
Btudy Group proposes ths implemeniation of sn industrial
‘alaptation policy. The two key elenents are industrial

developsent policy and protection policy. londustrial development

caseffie
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measures whick are deaigned to encourage industry to toke om

& range of desireble attributes comprehend sxport dgwvelopment
jncentives, meazurss to upgprade fechnology and inoevation,
menagement afficiency =mod productivity, finaneial arrangamants
2nd the commumication of Govermment servicas to busineszss. A
ganeral program of graduslly redusing high lawvels of proteqtion
is snvisaged to previde s spur to ingressc compRtitivensss.

The Study Group also makes reconmendations on & ronge of

. aseocinted policies designed to encourigs the emergence of o
more competitive manufacturing sector sod %o facilitats the
ranlisation of growth opportunities; promote Clexibility and

. adaptability in the economy &nd the workforeaj anl sase the
pdvarse comsequences of adjuatment.
Ts The Study Group's eatimates of costs of its mein
{ndugtrisl dsvelopment policy initistives wered _upu:‘t
developmant (additicnal $125 million); IR&D (additienal
$45 millinn); donovetion [ndditional $5 millicn)j and finance
(additional $13 millien). If all the cpticns canvassed in

L ] Chapter 7 (Industrial Development Poliey) were adopied the
Study Oreup estimates that the total sdditicnal cost to the
Budget, in & full year, would ke of the srder of #1190 millica.
I4 is netad that exports of manufactures are stromger now Lhan
at the time of the Study Group's deliberaticns, having grown
rapidly in the latter half of 157E. As & ragult of thoss
developnents, the sdditienal cost of the Study Group's proposals
on export developmeni would now be $175 million when compared to
ihe Export Expamsion Gramts Scheme operating &% the time. MHore
recently,; of course, exclusions have been mads from the schems

imvolving outlays of around $40 million in respect of the 19TEST9

grant Year. ud 6,
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8. Two views emerged vithin the Crowford Report Task
Group on the appropriate responss to the HReport. In one view
the Report provides & credible long=term industry peliey framswork
eonsiptent with both the ¥roon Faper osod the White Paper on
Hapufagturing Industry. It agrees with the Raport that the
process of changing the erientation of the manufeciuring sector
will require Jovernment sssiptancse. This view advocates tha
implementation of industrial development measures like those in
' Chapter T of the Beport to encourags industries fo develop
dosirsble nttributes fellowed by further and gradual reducticns
io protection. It sees this sppreach ns providing the opportunity
to move towards pegitive encvuragenent amd grester compebitivensss
and swasy from azsiatance aimed at resistimg chamge. Such an
approach ip considersd to provide n basis for ebtaining the
Bupport of industry for the achievement of the Goveroment's

objectives for the development of msnufacturing industry.

B 9. The alternative view is thot the Long—term
. objectiva of o more competitive indusiry con be nchisved without

the packnge of industriel develapment poliecy initiatives proposed
by the Study Group, The Doveroment's overall scomnomic strategy
te foster sustainsable sconsmic growth ocver tho nmedium tearm
together with existing relevant programs and the phssing=out of
exoessive protection will permit the esconomy te ad jush
satisfactorily to necessnry structural change. Incransed
Government involwement is seen as being both unnacessary and
Potentislly harmful na it eould, by neking mare difficult ths
Government's central abjectives of lovering the Budget daficit,
inflation, interest rates and the level of taxation, work against

the ro—establishment of sn environment in whieh stronger recovery

CONFIDENTIAL ok
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can oecur. At most only & limited number of “"positive adjustment
];ln].iniil"- ars sesn ns being nesded, snd then only if they
facilitate the operation of morket forees in providing the

direction for structural chenge.

I“ ngtry Views
10, Industry haz expressed atremg suppert for the Crawiord

Beport. The Confedsrstion ef Australiam Industry indicated that
*tha Report's reconmendations - whem regerded sz & total package —
ﬁ.rpviﬂ. a realistic forwsrd pelicy for the manufacturing aseocter,

.‘ and are supported by ths CAL. %o urge the Goeveromeni to announce
its ndoption of the Report's recommandations, &nd %o bagin their
implementation forthwith®. The Australian Chenber of Commares
Hfully supported the basic thrust of the Study Group's proposals".
Tha MTIA and the AIDA have slso welcomed the Report, The AMC in
expressing strong support for the Crawford Roport emphasised their
view that Bovernment polley foverda munufocturing industry shounld
be consistent and predictable.
1. ¥hile industry recognises the curremt iight budgetary
situation, it is lockimg for some movemsat tovards the Crawlerd

. Beport's reccmnendstions. A common thread running through

S ipdustry resciion is the wiew that after the OGreen Fapar, the
White Paper and the Crawford Report it is imparative that the
Government meke up its mind now on & forward polioy directicn for
industry. The Liberal Party Cosmittes on Manufacturing Industry
regards & comnitment by the Gowvaroment to ke packags of measures
proposed by the Orawford Repert as essential im terme of the
eradibility of the Government's manufacturing industry policy
and in respect of policies which will encourage indugtry to make
Further investments of the kind Il_liil:ipl‘i-ud by the Vhite Foper.

L
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246 1979 CABINET RECORDS — SELECTED DOCUMENTS



Submission 3341 cont.

CONFIDENTIAL

a,
Ad Hoo Copmitiee - Copelusions
2. The Committee considers that the lemg-term industry

policy framework set owt im the Crowford Report is om line with

the policies the Dovernment is following. I4 agroes with the

generkl poliey dirsetion sdvocated by the Crawfoerd Report &hat
the Govermment's policies should ba designed te smooursge the
development of mapufscturing industries that are mowe sxpori—
erientod, innovative, specinlized ond internstionnlly
gompetitive. It considers that there should be & gradusl
movement in mamufacturiog industry awoy from & demestic mnarkat
orientation to an export—orientation. To suppert this process
the Commities sees & need for the Govermnent both to provida
industrisl developmesnt policy moosures and to inerease competitive
pressures by o general program of furthar gradual reductions in
protectien., I% algo sees & napd for complementary sction in &
range af rolated :pa:l.iq.-. BTELE:

13, Tha Oommittes notes in relation to industrial

davelopment policy that nany of the aress coversd by the

.. Cravford Report are matters Lo swhich the Government is giving
continued attention, e.g., export incentives amd IRED incentives,
The queation st iszsus in these cnses iz mot one of primciple.
Rather it is & question of qusntum and timing. It is &lsc &

_ gquestien of presestation. While the Gevaronent hes pot in place
& met of industrial development measurss, sod hes in some ckEes
given significant forward commitments to them, they were
introduced separately. The Orswford Report provides an
oppertunity to pressot these measursa B8 B package.

144 The Committss considers that in order to maimtain the

crodibility of the Government's policies on manufaoturing industry,

CONFIDENTIAL
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sapooially in the light of the recently anmounsed decision %o
ghaligh the Tradiog Stoeck Valuation idjustment which will have
& pignificant direct impact on nanulastoping indostry, and to
guppart the impotus fevards & maT# internationslly compstitive
manufacturing industry the Ggvernment should ba sgen to ba
responding positively %o the Crawford i'.:lp-;:l-.rt-. The aentral
importance scoorded by the Stady Group to export incentives mnd

{BAD incentives ap poart of indugtrial development policy gives

' them & specisl place in & oredible responss to the Cravford
- Beport.
15, Copsistent with these considerstions, and having regard

~ 4o 4he ecurrent budgetary situstion, the Commitdes proposes that
the Governnent should sdopt sems Telatively modest industrial
devalopment initistives to be sopeunced in the 1979780 Budget
pontext. The recommended messures compriss
. pertain increaasd grant ratas for the Expord
Expansion Graants Scheme
- " additionsl funding for IR&ED incentives
9 i the sgtoblishmsnt, on & trial basiz, of pointa of
first sontast for business sesking information on
Commonwenlth and Stats indastry prograns.
Theass meassures ars sstimated to cost the Dovernment an ndditional
$7-15 milliom in the 197%/80 Budget, depending on the lewel of
funding deternined for IRED incentives, and o minimum of $30
million in the 1980/B1 Budget.
16, iz cemearns the 1980/81 Budget context, the Committee
recommends that the Study Group's proposals on expert incentives
and IRED incsntives be further somsidersd st that time. It els=e

recomnands that reporis be brought forward for consideration at

S o
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that time on the propossd Australisn Inmovation Austherity and
deprecistion nllowances on income producing bulldings.
17T b ihe other major industrinl developRent MELEUTEE,
the Committee recommends that a report be sought from the 1aC
on inwestnent sllewances ond deprecistion rotes for plant and
equipment; and that further comsiderstion of fipanaial
srrangements avait receipt of the Conpbell Bepori.
1B. The Study Group's majer proposal om protectlon paliey
is that & commitmect be nads to & genersl program of gradually
reduoing high levels of protection omee sconomic circumstances
permit., The Committes notes ihei movement to lower levels of
protection, which whe inherent in the Green Faper, is boing
ineressingly mocepted by imdustry iteelf. It alsc motes that
development of o more expert—eriented manufacturing imdustry will
depend on goining access to oversens markets and thet this moy
depend inm turn on allewing averssas producaera greaier &dcass Lo
Asstralian mesrkets, The Committes considers thai the Study
X Group's proposal is consistent with Government policy towards
. monufacturing industry and an integral slemsnt of policies
degigned to bring about desirable change in the orientation of
manafacturing industry.
19, The Commitiss recommends therefore that & program of
furtber geperal wredostions in protectios ke initisted: oonsistent
with induatry development messures (for example, sxpert incentives
and TRED ineontives) along the liness of Chapter 7 eof the Crawford
Report; on the bopis of & policy of predictable graduslismg
with reducticnz phaged in to provide time for the community ond
socinl consequences; and, in the context of the Government's.

cwgrall agsessmstb of sconomie circumstances with particular

regard fe fhe question of unemploymant,

CONFIDENTIAL +ag
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20, The Comnittes agrees with the Study Group's proposals
that the IAD be ssked to inguire and report ss o the appropriate
approach to genersl reductions in protestion and recammands that
the referonce be sent nfter the TAC has reported om the Tariff
Review refersnces - the IAC would be ssked to complete its report
on the general approaches refersoes within eightaen months.

The dscision on the commencemsnt of the general program would be
inken in the light of prospactive economic developnent, including

_. smployment prospects. Penmding implementation of the general
program, the normal arrangemsnts for handling IAC and TAL reporta
dealing with particular industeies will comtiEne.

- . The Committes has alsc exsnined and mads recommendstions
on the other slements in the strategy cublined and developed in .
the Crawford Espert. Particular emphasis has been given to
regource=based development and trads policy s sssentinl clements
of policies designed to facilitate growth opportunitiss and
improve expoert perfermance. Manpower peliey and capital policy
have been exanined in relaticn te promoting the adeptability and

[ ] flaxiblility of the ecomeny snd industry-specific and regiconal
poliey in ralstion to essing the sdverse conseguences of
sdjustment. The Committes has slso considered the Study Group'a
propesals on informatien and forosight and policy execution and
formation. The cutcoms of the Committes's considerations of these
matters is set out im ATTACHMENT A.

22, Attantion i;.ﬂ_rum te the foct that in many instanccs
the resommended response to the Study Group's proposals oslls for
further study by Government agencies and commitiees of inguiry.
Thig tends to flow directly frem the Study Group's owvm

recomnendations. In o number of cases the Study broup recommsnds

) |-
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that metters be referred %o tha TA0 for public inquiry and report;
in others that its onalysis be complemented by related studies
alrgady undervay, =uch os the Inguiry into the Australian
Financial Systen.
3. To ensure apprepriste follev—up of the Dovernment's
decisions on the Crawford Report the Ad Hog Cosmities oomniders
it would be desirable that the Industry Policy Committes of
Cabinet be requasted to meaitor progress oo follow—up netiom
and gonorally tea mssume overall co-ordination on the Crawford
. Report; that the follow-up be conducted aleng the lines of that
adoptad for the Galbally Report; and that monitoring suppord be
" provided by the Department of the Prime Hiniater and Cabinet in
conjunction with the Department of Industry and Commerce.
24. In conclusion, the Committes notes that the situsticn
in manufacturing industry is starting to lift - production is
gaining stresgih and confidence appsara to be returnimg. It
considers that it iz of the utmest impertonce for the sound and
steady development of manufacturing iepdugtry that there should
he & consistent and predictable spproach to assistance measures
for induptrial develepmant. This doss Bot mean that indiwidual
it slenents might not wary. However, iodusiry sboald ba able to
plan on the basis that the fundamental approach will be
maintained short of significanily changed circumstances.

FINANCIAL CONGIDERATIONS

25. The financiel impoct of the reccamendations made by

the Ad Hoc Committoe are:

L T

CONFIDENTIAL

251 1979 CABINET RECORDS — SELECTED DOCUMENTS



Submission 3341 cont.

CONFIDENTIAL

13,
Addlticnad Loat of
Froposed Imitiatives
Approximata
Coat of Exiatin Impact im Il:lsli:: in
Policy im 1979/80  1979/80 1980/81
m in fn
Export Dovelopment 180 Wil age
TR&D 24 . .
Points of Contact
[trinl) Hil 08 hE
% Gross of tax clavback and assuming a 13% {rm‘n in
" exports. Offpatting thisz would be exelusions from

the scheme invelving outlays of arcund $40m in
reapect of the 1979780 grant yoar.

#% Thie ig the minimum level of sdditional funding
recommgnded by the Committee. It alsa regommanded
7 ‘that furthar sdditional funding, up fo oo pdditional
teisl of #3158, be considered in the context of tha
187%,/80 Budget. If further additional funding were
sgresd to it would have implications for 1980481 .
s5% Cost would dopond on the outcoms of the trdal.
6. As noted in paragraph 15, & punber of atudies have
been rocommanded that could have sn impeet on the 1980781
. Budget if the Dovermment decides to sot upen them.
® EECOMMENDATLON
27. I recommend that Cabimet endoras the recommgndatiocns

of the dd Hoe Committes (Crswford Report). These recommendations

are sunmarised in ATTACHMENT A.

CANEEERL, 4.C.T.
11 July 197%
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