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EXECUTIVE SUMMARY

Strong, disciplined financial management has always been and
remains a core philosophical principle for the Coalition. Since 1996 the
Coalition Government has worked to strengthen Australia’s public
finances.

When the Coalition came to office, the Australian Government’s Budget
was in deficit, net debt was $96 billion, and its net worth was minus $70
billion.

Today, the Budget is in surplus, net debt has been eliminated, saving
over $8 billion per year in annual interest payments, and the
Government'’s net worth has turned positive and will reach $17 billion in
the current financial year.

These things do not happen by accident. They require discipline,
dedication and determination to make the difficult but necessary
decisions in Australia’s national interest.

Kevin Rudd and the Labor Party opposed every significant measure to
get the Budget back into surplus and eliminate the debt which Labor
left.

Having laid the foundation for a strong economy and strong
government finances, the Coalition in 2004 promised to create the
Future Fund to meet the Government’s superannuation liabilities.
Today, the Future Fund has $60 billion under management and is on
track to meet its target by 2020.

The strengthening of the Budget and of the Australian Government’s
balance sheet has helped Australia to weather the global economic
challenges of the last decade and put us in a strong position to meet
the challenges associated with the ageing of the population.

A re-elected Coalition Government will continue to strengthen the
nation’s finances and prepare for future challenges.

The Coalition will continue to control costs of government
administration and maintain responsible spending restraint to keep the
Budget in surplus and ensure that taxes can be kept as low as
possible.

A re-elected Coalition Government will continue to reform public sector
superannuation, to prudently manage Australian Government assets
and make further improvements to financial reporting and
accountability.

Keeping Australia’s Finances Strong 2



PART 1

MAINTAINING EFFICIENT SPENDING

The Coalition is committed to the responsible management of
taxpayers money.

Since 1996, the Coalition Government has achieved the lowest
average annual real spending growth of any government in the last 35
years.

As a result, the ratio of Federal Government spending to GDP has
reached its lowest level in 35 years at 20.8 per cent, compared with
25.3 per cent in 1995-96.

A re-elected Coalition Government will continue to maintain spending
restraint through continued efficiencies in government administration
and by ensuring that government spending is targeted towards those
for whom it is intended.

Administrative Efficiencies

In 2004, the Coalition pledged to increase the annual efficiency
dividend on government agencies to 1.25 per cent, to ensure that
administrative expenses are kept to a minimum and resources are
focused on services and programs for the benefit of the Australian
community.

From 2008-09, a re-elected Coalition Government will continue the
1.25 per cent efficiency dividend, achieving savings of $370 million
over the next three years, which are factored into the MYEFO.

In addition, a re-elected Coalition Government will take measures to
ensure that individual departments achieve maximum efficiency in their
operations.

The Coalition will continue with the financial health review of the
Department of Immigration and Citizenship.

We will ensure that DIAC’s funding model is consistent with maximum
efficiency and will ensure that measures are put forward and
implemented as a result of the review such that further budget
supplementation is not required for DIAC in 2010-11.

A re-elected Coalition Government will also continue to push for
savings through innovation in service delivery.
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(i)

In particular, the Coalition will continue to encourage Centrelink to
achieve savings through client use of self-service channels, with 50 per
cent of those savings identified to date to be returned to Budget in
2008-09 and 2009-10, and 75 per cent returned to Budget in 2010-11.

Targeting Spending

The Coalition has always sought to ensure that Government spending
is targeted to those who need it most.

In the last four Budgets, the Government has announced 55 measures
to address welfare fraud and non-compliance, resulting in an estimated
$2.5 billion in reduced overpayments and debt recovery. These
savings have been freed up to fund improved services for Australians.

A re-elected Coalition Government will continue this focus and ensure
that payment accuracy is elevated to being a key performance measure
both for policy and service delivery agencies.

As a vital next step, $8 million per annum funding will be provided to
Centrelink to conduct additional investigations of data matches to
address overpayments.

It is expected that this initiative will result in net savings to the Budget of
$88 million over the next three years.

A re-elected Coalition Government will seek further longer term savings
from welfare and identity fraud through the introduction of the Access
Card.

Given legislative delays associated with the Access Card, the Coalition
will ensure that proposed project timelines are both prudent and
realistic. This will involve some re-phasing of proposed appropriations
over the forward estimates period, with full implementation of the Card
pushed out by one to two years.
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PART 2

(i)

MANAGING AUSTRALIAN GOVERNMENT
LIABILITIES

The substantial improvement in the Australian Government’s net worth
has come about largely as a result of reducing, and better managing,
the liabilities on the Government’s balance sheet.

In 1996, there were two large liabilities: $96 billion in net debt, and a
large unfunded superannuation liability racked up by previous
Governments which never provisioned for the retirement entitlements
of Australian Government employees.

Following the elimination of Labor’s $96 billion in debt, the Coalition
has sought to address the unfunded superannuation liability at the
same time as honouring the entitlements of public sector retirees and
ensuring that Australian Government superannuation arrangements
remain competitive and appropriate to the realities of the modern
workforce.

In addition, the Coalition established the Future Fund as a truly
independent, arms’ length investment fund to manage public savings
and meet the unfunded liability by 2020.

A re-elected Coalition Government will continue to manage Australian
Government liabilities prudently and further strengthen the
Government’s balance sheet.

Public Sector Superannuation

In 2004, the Coalition closed the Public Sector Superannuation
Scheme (PSS) to new entrants, creating the PSS Accumulation Plan,
in order to limit the long term growth of the unfunded superannuation
liability.

In the 2007-08, the Coalition Government further reformed the PSS
and the Commonwealth Superannuation Scheme (CSS) make them
more flexible and encourage longer workforce participation.

These reforms included changes to maximum benefit limits and the
requirement for mandatory member contributions in the PSS and CSS.

A re-elected Coalition Government will extend eligibility for death
benefits to members of public sector defined benefit schemes in
interdependent relationships.
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LABOR’'S RECORD

LABOR IN GOVERNMENT

In Government prior to 1996, the Labor Party racked up $96 billion in
debt and rand Budget deficits as high as 3.9 per cent of GDP.

Labor spent around $8 billion a year on interest payments on its
accumulated debt.

To make matters worse, Labor’s lack of Budget transparency was such
that the Keating Government used asset sales to try and prop up the
Budget bottom line. In 1996, Labor assured the community that the
Budget was in surplus, when in fact it turned out to be $10 billion in
deficit.

In addition to racking up $96 billion in debt, Labor did little to address
the unfunded superannuation liability.

Labor’'s emphasis on cash accounting provided limited information as
to the true cost of Government decisions, and obscured the true state
of the balance sheet.

LABOR IN OPPOSITION

Since 1996, the Labor Party has opposed every significant measure to
return the Budget to surplus and reduce debt.

Labor has also opposed those measures aimed at controlling
expenditure in the long term, including reforms to the Pharmaceutical
Benefits Scheme and welfare reform measures.

The Labor Party has opposed important privatisations, despite having
supported privatisation when in Government, seeking instead to make
political mileage from important policy reforms.

Labor’s policy of raiding the Future Fund to pay for election promises
further highlights what little regard the Labor Party has for the important
principle of strengthening Australia’s long term economic position.

Moreover, Labor’s proposal to invest the Future Fund’s money in quasi-
commercial IT projects like broadband highlights how little Labor has
learned from the experience of the VEDC, Tricontinental, WA Inc and
the SA State Bank in the 1980s.
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STATE LABOR

All mainland State Labor Governments will increase their public sector
net debt over the next four years. By 2011, total State non-financial

public sector net debt now will rise to $80 billion (compared with zero at

a Federal level).

Every State Government other than resource-rich Western Australia is
currently running a fiscal deficit.

These deficits and increasing debts are a function of rapidly rising
expenditures, particularly due to rising public sector wage costs.

State Governments have benefited from the strong national economy
and from large flows of GST revenue. However they have still seen fit
to raise several State taxes and fines, as well as stripping hundreds of
millions in dividends from State-owned enterprises like energy and
water utilities.
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COSTINGS SUMMARY

TITLE OF POLICY
Policy Measure 2007-08| 2008-09| 2009-10| 2010-11| TOTAL
$m $m $m $m $m
DIAC Funding model - - - -50.0 -50.0
Centrelink service delivery - -28.0 -30.0 -62.0 -120.0
Additional Centrelink reviews - -28.0 -29.0 -31.0 -88.0
Interdependency - -14.9 -7.9 1.2 -21.6
CSS/PSS Transition 1o : 2200 |-155.0 |-155.0 |-530.0
Comcover premiums - -1.7 -1.7 -1.7 -23.1
Access Card - -141.0 |[-67.0 -131.0 [-339.0
TOTAL - -439.6 -296.6 -435.5 -1,171.7
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