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SO Europe is to get new fiscal rules, imposing tighter constraints on debt

and deficits. But Australians don't need to leave home to understand wh\

markets are sceptical as to their effectiveness.

AfWeU aOO, iQ Whe 2009-10 bXdgeW, Wa\Qe SZaQ aQQRXQced UeaO gURZWh iQ

VSeQdiQg ZRXOd be heOd "WR 2 SeU ceQW SeU aQQXP WR e[SediWe Whe UeWXUQ WR VXUSOXV

RQce ecRQRPic gURZWh UeWXUQV WR abRYe-WUeQd OeYeOV." BXW PeUeO\ a feZ PRQWhV

OaWeU, WhaW "QR ifV, QR bXWV" UXOe had beeQ ZaWeUed dRZQ b\ PRUe e[cXVeV WhaQ a

VhaPefaced WeeQageU. SSeQdiQg gURZWh ZRXOd be cXW, bXW RQO\ "RQ aYeUage", RQO\

"RQce Whe bXdgeW UeWXUQV WR VXUSOXV", aQd RQO\ "XQWiO VXUSOXVeV aUe 1 SeU ceQW Rf

GDP".

AQd Whe ciUcXPVWaQceV Whe EXURSeaQV face aUe faU PRUe chaOOeQgiQg WhaQ SZaQ'V.

TheUe iV, WR begiQ ZiWh, VRPe XQSOeaVaQW aUiWhPeWic. SWaUW, OiNe IWaO\, ZiWh debW

eTXaO WR 120 SeU ceQW Rf GDP aQd a UeaO iQWeUeVW UaWe RQ WhaW debW Rf PRUe WhaQ 4

SeU ceQW. TheQ ViPSO\ Sa\iQg Whe iQWeUeVW ZiOO WaNe PRUe WhaQ 5 SeU ceQW Rf

QaWiRQaO iQcRPe aQQXaOO\. AQd ZiWh GDP acWXaOO\ faOOiQg, WhaW VhaUe, aQd Whe SaiQ

iW iQfOicWV, aUe aOO Whe gUeaWeU, aV Whe Sa\PeQWV Qeed WR be e[WUacWed fURP a VPaOOeU

baVe. SR ZiWh a high iQiWiaO debW-WR-GDP UaWiR aQd gURZWh UaWeV ZeOO beORZ UeaO

iQWeUeVW UaWeV, PeUeO\ VWaQdiQg VWiOO iV difficXOW; Sa\iQg Rff Whe SUiQciSaO, aQd heQce

bUiQgiQg debW OeYeOV dRZQ, UeTXiUeV bXdgeW VXUSOXVeV VR OaUge aQd SeUViVWeQW aV WR

VeeP cRPSOeWeO\ be\RQd Ueach.

PUeYiRXVO\, iW ZaV iQfOaWiRQ WhaW VTXaUed WhaW ciUcOe, aW OeaVW WePSRUaUiO\, aV

SUiQWiQg PRQe\ eURded Whe YaOXe Rf RXWVWaQdiQg RbOigaWiRQV. MRUeRYeU, bRXWV Rf

iQfOaWiRQ ZeUe cRPbiQed ZiWh deYaOXaWiRQV, WhaW, agaiQ aW OeaVW WePSRUaUiO\,
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iQcUeaVed cRPSeWiWiYeQeVV, bRRVWiQg gURZWh aQd heQce iQcUeaViQg gRYeUQPeQW

UeYeQXeV. AQd iQfOaWiRQ aOVR VhifWed Wa[Sa\eUV iQWR higheU Wa[ bUacNeWV, fXUWheU

UaiViQg UeYeQXeV, ZhiOe cXWWiQg UeaO SXbOic VecWRU ZageV aQd WUaQVfeUV, VXch aV

SeQViRQV, WhaW ZeUe RQO\ iQde[ed ZiWh a Oag.

BXW WhRVe RSWiRQV aUe QR ORQgeU aYaiOabOe WR Whe heaYiO\ iQdebWed EXURSeaQ

cRXQWUieV, aV iW iV Whe EXURSeaQ CeQWUaO BaQN, QRW QaWiRQaO gRYeUQPeQWV, WhaW

cRQWUROV Whe SUiQWiQg SUeVVeV. AV a UeVXOW, PeeWiQg Whe WaUgeWV, Zhich aUe OiNeO\ WR

UeTXiUe haOYiQg Whe debW WR GDP UaWiR Rf Whe heaYiO\ iQdebWed cRXQWUieV, ZRXOd

VeeP WR eQWaiO dUaVWic cXWV iQ OiYiQg VWaQdaUdV, aV cXUUeQW cRQVXPSWiRQ iV cXUWaiOed

WR fXQd bXdgeW VXUSOXVeV WhaW caQ Sa\ Rff debWV.

IV WhaW achieYabOe? HiVWRU\ VhRZV dXUabOe fiVcaO cRQVROidaWiRQ iQYROYeV

VigQificaQW UedXcWiRQV iQ SXbOic e[SeQdiWXUe, UaWheU WhaQ PeUe iQcUeaVeV iQ

Wa[aWiRQ (Zhich WeQd WR geW diVViSaWed iQ ZaVWefXO SXbOic VSeQdiQg).

AQd \eV, WheUe aUe iQVWaQceV ZheUe VXch UedXcWiRQV haYe RccXUUed. FRU e[aPSOe,

beWZeeQ 1995 aQd 2006, geQeUaO gRYeUQPeQW e[SeQdiWXUeV aV a VhaUe Rf GDP

decOiQed b\ 10.8 SeUceQWage SRiQWV iQ SZedeQ, 8 SeUceQWage SRiQWV iQ DeQPaUN

aQd 12.7 SeUceQWage SRiQWV iQ FiQOaQd (aObeiW iQ each caVe fURP a YeU\ high baVe).

BXW caUU\iQg WhURXgh ZiWh fiVcaO cRQVROidaWiRQ UeTXiUeV WZR iQWeUUeOaWed

cRQdiWiRQV.

FiUVW, Whe SROiWicaO V\VWeP PXVW PaQage Whe WeUUibOe aV\PPeWU\ WhaW e[iVWV

beWZeeQ fiVcaO e[SaQViRQV aQd cRQWUacWiRQV. E[SaQViRQV SURYide cRQceQWUaWed aQd

iPPediaWe beQefiWV iQ e[chaQge fRU diffXVe, SRVWSRQed, cRVWV; cRQWUacWiRQV

W\SicaOO\ iPSRVe cRQceQWUaWed, iPPediaWe cRVWV iQ e[chaQge fRU beQefiWV WhaW

VeeP UePRWe aQd XQceUWaiQ. ThaW iV difficXOW WR dR XQOeVV Whe SaiQ iV VeeQ WR be

ZideO\ aQd eTXiWabO\ VSUead.

SecRQd, Whe PacURecRQRPic cRQVeTXeQceV Rf fiVcaO cRQVROidaWiRQ deSeQd

cUXciaOO\ RQ ZheWheU iW aOORZV UedXcWiRQV iQ UeaO ZageV, Zhich caQ iQcUeaVe

SUiYaWe VecWRU ePSOR\PeQW, WhXV cXVhiRQiQg Whe effecWV Rf UedXced SXbOic

VSeQdiQg. FRU WhaW WR RccXU, OabRXU PaUNeW iQVideUV PXVW be bURXghW WR acceSW

UeaO Zage faOOV eiWheU b\ agUeePeQW RU b\ ZeaNeQiQg WheiU baUgaiQiQg SRViWiRQ.

AQd eYeQ WheQ, faOOV iQ UeaO ZageV aUe OiNeO\ WR aOORZ a UeWXUQ WR gURZWh RQO\ if

Whe\ aUe accRPSaQied b\ VWUXcWXUaO UefRUPV WhaW VXSSRUW higheU SURdXcWiYiW\, aV

haSSeQed iQ AXVWUaOia iQ Whe OaWe 1980V aQd eaUO\ 90V.
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SHW DJDLQVW WKRVH FRQGLWLRQV, WKH FXUUHQW VLWXDWLRQ LQ WKH HXUR]RQH LV KDUGO\

SURPLVLQJ. IQ IWDO\, WKH SDFNDJH DQQRXQFHG ODVW ZHHN E\ WKH QHZ PULPH MLQLVWHU,

MDULR MRQWL, SULPDULO\ LQYROYHV LQFUHDVHV LQ SHUVRQDO LQFRPH WD[HV, ZKLFK

PDLQO\ KLW ZDJH DQG VDODU\ HDUQHUV, ZLWK UHODWLYHO\ OLWWOH EHLQJ GRQH WR VHULRXVO\

UHGXFH WD[ HYDVLRQ RU WR SUHYHQW D IXUWKHU VKLIW WR WKH EODFN HFRQRP\. WKLOH WKHUH

DUH VRPH FXWV LQ SXEOLF SHQVLRQV, WKH\ PDNH OLWWOH SURJUHVV LQ WDFNOLQJ WKH

ORRPLQJ EXUGHQV RQ IWDO\'V SHQVLRQ V\VWHP. AQG QRWKLQJ DW DOO KDV EHHQ GRQH WR

DGYDQFH GHVSHUDWHO\ QHHGHG ODERXU PDUNHW UHIRUPV, ZKLFK MRQWL KDV GHIHUUHG IRU

18 PRQWKV, MHRSDUGLVLQJ WKHLU SURVSHFWV.

TKH UHVXOW LV D SDFNDJH WKDW LV ERWK LQVXIILFLHQW DQG LQHTXLWDEOH. TUXH, MRQWL LV

FRQVWUDLQHG E\ WKH IDFW WKDW KH ODFNV DQ HOHFWRUDO PDQGDWH, DQG GHSHQGV RQ WKH

VDPH SDUOLDPHQW WKDW SUHYLRXVO\ VXSSRUWHG BHUOXVFRQL. SXEVWDQWLDO SURJUHVV

WKHUHIRUH VHHPV IDU OHVV OLNHO\ LQ IWDO\ WKDQ LQ SSDLQ, ZKHUH WKH QHZ FHQWUH-ULJKW

JRYHUQPHQW'V VXEVWDQWLDO SDUOLDPHQWDU\ PDMRULW\ VKRXOG DOORZ LW WR LPSOHPHQW LWV

DPELWLRXV UHIRUP SODQV. BXW HYHQ WKHUH, WKH VFDOH RI WKH SUREOHPV LV VXFK WKDW

SURJUHVV ZLOO EH VORZ DQG SDLQIXO. AQG VR WRR LQ FUDQFH, ZKHUH PUHVLGHQW NLFRODV

SDUNR]\ KDV EHHQ IDU PRUH DGHSW DW WKH UKHWRULF RI ILVFDO FRQVROLGDWLRQ WKDQ DW LWV

UHDOLW\.

IW LV WKHUHIRUH DOO YHU\ ZHOO IRU GHUPDQ CKDQFHOORU AQJHOD MHUNHO WR DQQRXQFH

QHZ GLVFLSOLQHV LQWHQGHG WR UHVWRUH ORZ GHEWV DQG HOLPLQDWH SHUVLVWHQW EXGJHW

GHILFLWV. BXW IRU PRUH WKDQ 30 \HDUV, SROLWLFDO IRUFHV LQ WKH HXUR]RQH KDYH SXVKHG

LQ WKH RSSRVLWH GLUHFWLRQ. IW UHPDLQV WR EH VHHQ ZKDW SRZHUV BUXVVHOV FRXOG EH

JLYHQ WKDW ZRXOG ERWK EH SROLWLFDOO\ DFFHSWDEOH DQG VXIILFLHQW WR IRUFH UHOXFWDQW

JRYHUQPHQWV WR RYHU-ULGH SHUFHLYHG HOHFWRUDO LPSHUDWLYHV.

AV D UHVXOW, WKH VPDUW PRQH\ LV RQ D UHSHDW RI ODVW GHFDGH'V SHUIRUPDQFH, ZKHQ

FUDQFH DQG GHUPDQ\, IDFHG ZLWK GRPHVWLF SROLWLFDO SUHVVXUHV WR LQFXU VXEVWDQWLDO

GHILFLWV, OHG WKH FKDUJH LQ GUDPDWLFDOO\ ZHDNHQLQJ WKH ILVFDO FRQVWUDLQWV LPSRVHG

E\ WKH SWDELOLW\ DQG GURZWK PDFW. TKH FRQVHTXHQFHV RI WKRVH FKDQJHV,

LPSOHPHQWHG LQ 2005, ZHUH SUHGLFWDEOH: WKH\ HQFRXUDJHG XQFKHFNHG GHEW

DFFXPXODWLRQ.

II WKRVH FRQVHTXHQFHV DUH XQGHQLDEOH, WKHUH LV QR VLJQ EXURSHDQ OHDGHUV KDYH

OHDUQHG WKH OHVVRQ: WKDW ILVFDO FRQVWUDLQWV DUH XQOLNHO\ WR EH HIIHFWLYH XQOHVV

HOHFWRUDWHV HQGRUVH WKHP DQG FDQ EH FRXQWHG RQ WR SXQLVK YLRODWLRQV. SHFXULQJ

WKDW HQGRUVHPHQW UHTXLUHV D ZLOOLQJQHVV WR HQJDJH ZLWK HOHFWRUDWHV WKDW EXURSH'V
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leaders largel\ lack. So in its absence, rules will be made to be broken. Just ask

Wa\ne Swan.

Have \our sa\


