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Foreword
By Sir Roderick Carnegie 
Chairman and Chief Executive 
Conzinc Rio Tin to of Australia Limited

As I was learning to read and to ride as a boy in southern New 
South Wales, Bert Kelly was teaching his own family the same 
lessons on their struggling property in South Australia. By the 
end of my university years, C. R. Kelly had become the Liberal 
Member for Wakefield, and had begun twenty memorable but 
often lonely years of politics in Canberra.

Just as sunlight is the best disinfectant, so laughter is the best 
medicine for our ills. For all and more of those twenty years, 
Bert Kelly has made people laugh so that they can see things 
seriously. But his writing, even at its most pointed, has never 
had the cruel edge of satire. ‘The Modest Member’ has made 
his point by gentle whimsy, with an absence of malice which 
has endeared him even to his opponents.

Or, at least to most of them: in every community, those who 
peddle shallow logic leading down the wrong track are often 
those whose skins are thinnest. Bert Kelly has not been popular 
with every bureaucrat or economist or farm lobbyist or 
businessman, because he has always had the courage to point 
when the ‘Emperor has no clothes’.

‘The Modest’, whether as Farmer or Member, has always 
tended to undue modesty about his pieces. Yet they have been 
the reverse of the most common tendency in politics—for the 
speeches to be full of air, and vice versa.

No assembled battery of economists could ever have had the 
impact of his phrase about the easy ‘development’ promises of



Australian election campaigns— ‘My gawd, I feel another dam 
coming on!’

Why is Bert Kelly worth reading again and again and again? 
Partly, it is because of his gentle laughter about the way all of 
us do things. Partly, it is because, in an Australia increasingly 
citified, he has been able to preserve some of the man-on-the- 
land awareness of the realities.

Not everything can be done at once. What you did to the 
bottom paddock last year controls your choices about what you 
plant or graze in it next year. The customer is often remote, 
most of the time right, and is not interested in your complaints 
anyway. When a kindly government offers ‘to help you’, it is 
your money they are spending, and their advice may not be to 
your taste or your benefit. If, in that memorable phrase, the 
bureaucrat can really foresee better than the market, ‘why are 
there not more bureaucrats sitting in the South of France with 
their feet in a bucket of champagne?’

Bert Kelly uses country words and country ways, and we do 
wisely not to forget their meaning. ‘Pull the other teat’ is a 
highly practical instruction, for someone who struggled to have 
a heifer let down her milk, not simply a rude piece of Strine.

In every western democracy, the main current of the last 
thirty years has been to denigrate people in public life. Politics 
is said to offer yesterday’s answers to today’s problems. The 
politician is said to approach every problem with an open 
mouth, while sitting on the fence and keeping an ear to the 
ground.

Bert Kelly has written wisdom, not cynical wisecracks. In 
making politics both human and funny, he has as in so many 
other ways gone ‘against the tide’. Even in business, he has had 
critics who found his defence of free market principles incom
patible with their short-term profit. He has done more for 
private enterprise than all the sermons and White Papers in the 
world, with his homely point about governments meaning well 
and doing badly:

An economy is like a bucket of worms,
It is changing and turning all the time,
And if it isn’t changing it dies,
And the smell is awful.



I hope many younger Australians will come to these articles 
with delight, for the truths concealed in their earthy and gentle 
whimsy. Each of us, if we are honest, will recognise parts of 
ourselves in Mavis, Eccles, and the rest of the cast. When con
frontation and mutual namecalling are stock forms of debate, it 
does us all a service to learn—and re-learn—that shouting loud 
and long need not be as effective as gentle persuasion.

Inflation
The weighted capital city average CPI in the December 

quarter o f each year has been used. The base year is 
1966/67 = an index o f 100.

Year CPI Annual Increase Value of 
1966 $

Value o f  
1980 $CPI %

1966 99.7 $1 S3.11
1967 103.8 4.1 4.11 0.96
1968 105.7 1.9 1.83 0.94
1969 108.7 3.0 2.84 0.92
1970 114.0 5.3 4.88 0.87 S2.72
1971 122.2 8.2 7.19 0.82
1972 127.7 5.5 4.50 0.78
1973 144.6 16.9 13.23 0.69
1974 168.1 23.5 16.25 0.59
1975 191.7 23.6 14.04 0.52 $1.62
1976 219.3 27.6 14.40 0.45
1977 239.6 20.3 9.26 0.42
1978 258.2 18.6 7.76 0.39
1979 284.6 26.4 10.22 0.35
1980 310.3 25.7 9.03 0.32 SI

Source: ABS 6401-0 for CPI figures



Introduction

A brief sketch of my background may be interesting for readers 
of Economics Made Easy. My great grandfather came to South 
Australia from the Isle of Man in 1838. My grandfather, 
Robert Kelly, was for a short while a Member of the State 
Parliament, then he was appointed chairman of the Land 
Board. My father, Stan Kelly, after serving in the First World 
War, was a member of the State Advisory Board of Agriculture 
and then was appointed to the Commonwealth Tariff Board on 
which he served until he went to Britain in 1940 to help with 
the war effort in various ways. He returned to South Australia 
in 1942 to enable me to go into the R.A.A.F. However, my 
father was then asked to advise Professor Copland on rural 
matters when Copland was Prices Commissioner.

I was appointed to the State Advisory Board of Agriculture 
and to the State Soil Conservation Committee and then won the 
first Nuffield Farming Scholarship to enable me to study farm
ing in the U.K. In 1958, I won the safe Liberal seat of Wake
field in the Commonwealth Parliament. Almost immediately I 
was appointed a member of the Forster Committee whose task 
it was to draw up a blue-print for the agricultural development 
of the Northern Territory. Then I was invited to talk to the 
Oxford Farming Conference in 1961; to enable me to do this I
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was awarded a Commonwealth Relations grant. On the way 
back I was asked to go to Nepal to advise our government about 
setting up a sheep raising project there under the Colombo 
Plan.

When I returned to Australia, I became caught up in a lonely 
and sometimes bitter, but always interesting, battle about our 
tariff policy. I became Deputy Government Whip, then 
Minister for Works in 1967 and Minister for the Navy in 1968 
and 1969. When I was dropped from the Ministry at the end of 
1969, 1 began writing the Modest Member articles which were 
printed by the Australian Financial Review and the Stock 
Journal in South Australia. At present they appear in the 
Bulletin, Stock Journal, and the Victorian Stock and Land.

The characters in the column are purely imaginary. I am glad 
to say that my wife Lorna is utterly unlike Mavis. A lot of 
people have been blamed for being Eccles but they are guilt
less. Of course, the bush bulges with Freds. When I ceased to 
be a Member of Parliament at the end of 1977, I continued 
writing the column under the name of a Modest Farmer.

No attempt has been made, when arranging this anthology, 
to bring up to date the facts and figures used in the articles. To 
have done so would have destroyed the sense of the message 
that the essay set out to teach. So the reader must pay attention 
to the date when each essay was written. To help the reader, a 
table showing movements in the value of the Australian dollar 
between 1969 and 1980 is included.
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1 Rural Affairs

The Virtue o f Farmers
Farmer Coalition 13 January 1978

Fred and I spend quite a lot of time admiring ourselves and 
each other. Perhaps Fred doesn’t admire me as he should but 
still we regard ourselves with particular affection and respect 
because we are farmers.

This feeling of mutual admiration started years ago because 
people told us that farmers were the last bastions of moral 
virtue. ‘There’s something so solid and noble about the sons of 
the soil’, people would claim. ‘The rural community may not be 
as rich or as flashy as their city cousins but they are full of the 
virtues which the city folk lack.’ But I must admit that I used to 
look at Fred rather quizzically when I heard him described as a 
paragon of virtue. Long and intimate association with him has 
made me well aware that he has as many, if not more, human 
frailties as the average citizen. And I’m afraid that Fred, if 
provoked, could and would say even more about me. But nowa
days moral virtue is not greatly regarded so our image has 
dimmed somewhat.

Then Fred and I used to acquire merit because we produced 
the export income on which everything used to depend. On 
rainy days we used to spend many hours sitting in the smithy 
polishing our export income earners’ haloes. Then along came
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Dr Gregory* who pointed out that in the last ten years, since 
the mineral expansion occurred, the production of even more 
export income caused the exchange rate to move in such a way 
as to discourage the production of other exports. The produc
tion of exports, though desirable, was not necessarily noble.

So Fred and I hung up our export income earners’ haloes on 
a nail and we next appeared as the defenders of things as they 
were. ‘Others can chop and change, and run after each new 
idea, each new hare that’s put up by academics and other well 
meaning people,’ we explained, ‘but Fred and I are the 
repositories of the traditions of the past and because of this we 
deserve and must get not only a special place in heaven, but 
also a subsidy or two to keep us in the state to which people of 
our exceptional qualities are entitled.’

We arrived at this conclusion after a considerable mental 
effort and sank back exhausted and waited to be ushered into 
the place in heaven reserved for people with our superior 
moral and economic virtues. But then unfortunately I recalled 
that Professor Hayek had had something to say on this subject. 
So I went back to this source of uncomfortable wisdom and I 
quote The Constitution of Liberty, f

As in all other fields, i f  there is to be a continuous adaptation to 
changing circumstances in agriculture, it is essential that the 
example o f those individuals who are successful because they have 
discovered the appropriate response to change be followed by the 
rest. This always means that certain types will disappear. In agri
culture in particular, it means that the farmer or peasant, i f  he is to 
succeed, must progressively become a businessman— a necessary  
process that many people deplore and want to prevent. But the 
alternative for the agricultural population would be to become 
more and more a sort o f appendage to a national park, quaint folk 
preserved to people the scenery, and deliberately prevented from 
making the mental and technological adjustments that would  
enable them to be self-supporting.

Such attempts to preserve particular members o f the agricul
tural population by sheltering them against the necessity o f chang
ing strong traditions and habits must turn them into permanent

* See the Gregory Thesis articles in chapter 7.
f  von Hayek, F. A. The Constitution o f Liberty, 1960, 1st Gateway Edition, 

1972, p. 364.
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wards o f government, pensioners living o ff  the rest o f the popula
tion, and lastingly dependent for their livelihood on political 
decisions. It would certainly be the lesser evil i f  some remote 
homesteads disappeared and in some places pastures or even 
forests replaced what in different conditions had been arable land. 
Indeed, we should be showing more respect for the dignity o f man 
i f  we allowed certain ways o f life to disappear altogether instead o f  
preserving them as specimens o f a past age.
What a nerve Hayek has to talk about Fred and me as being 

some sort of appendages to a national park! Evidently he hasn’t 
heard about our self-evident virtues. Or mine, anyway. I am 
not quite so certain about Fred’s.

Supply and D em and (1)
Member Coalition 18 June 1971

With so many of our rural products experiencing market diffi
culties it has become the conventional wisdom to say that 
someone ought to make a realistic estimate of the future 
demand for a product and then the supply should be adjusted to 
meet this demand.

This sounds so sensible and so simple that you can’t help 
wondering why it hasn’t been done that way ever since Adam 
started farming. Let’s take pigs, for example. The market for 
pigs is fairly good now; there is plenty of surplus feed grain 
around, and many farmers are anxiously looking round for 
profitable sidelines. And pigs have the happy knack of being 
able to rapidly increase in numbers. So things look all set for a 
rapid increase in the supply of pig meat.

Now sensible people in the industry, seeing this position 
looming, say to themselves, ‘It is silly to allow supply to rise 
quicker than demand, with the result that the pig industry will 
get into the same mess as other rural industries. For everyone’s 
sake we will make an estimate of demand and limit production 
accordingly.’

When I first heard this responsible doctrine expounded I 
realized that here was an opportunity to not only do good for 
my farming electors, but also to pick up a few votes in the
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process. It is not often, since Eccles came on the scene, that I 
have been able to do both things at once, so I was eager to 
begin.

It was only after Eccles had made me really think about what 
was involved that I started to have second thoughts. The first 
part of the problem, and the easiest, is estimating demand. It is 
true that the consumption of pig meats fluctuates from year to 
year. For instance, the figures for each year between 1966 and 
1969 are 107,000; 112,000; 119,000; and 130,000 tons respec
tively. So there is considerable fluctuation in the demand 
because there has been no limit to the supply of pig meat 
during this period. The demand for pig meat will fluctuate with 
the prices of other meats and these will fluctuate with seasonal 
conditions and these cannot be foretold.

Still, demand can be correctly estimated sometimes, in a 
rough kind of way. And, after all, if we have more pig meat 
than we need we can export it. If we have less than we need, we 
can eat other meats, so no one will starve. So let’s accept that 
you can estimate demand.

The next step is to limit production to the demand and this is 
where your troubles start. From now on, you are dealing not 
with an industry, but with a lot of farmers who breed or fatten 
pigs. Your task is to make them produce the estimated quantity 
of pig meat. So you find out, somehow, what these farmers 
produced last year. You then look at next year’s target and allot 
each farmer an increased or decreased quota. That sounds 
simple!

But which farmers? Fred used to keep pigs a year or two ago, 
but not now, so he wouldn’t get a quota, I suppose. He 
wouldn’t like that and would take it out on me. There would 
have to be some legal way of stopping him selling pigs. Each 
farm would have to be registered and the registration would be 
withdrawn if more than the quota was sold. They couldn’t very 
well stop Fred producing pigs—after all, he could say that was 
a decision made by the pigs. But they could stop him selling 
pigs.

Or could they? I have said before that Fred seems simple but 
has a way of finding his own way of doing things that people try 
to stop him doing. If he is anywhere near a State border I 
suppose he could sell his pigs with impunity. He would have to
6



find someone to buy them but that should not be too hard if the 
price of pigs was reasonably high. And, after all, I thought that 
was the idea of the exercise; i.e., to keep the price reasonably 
high (or even a little higher).

However, let us suppose that Fred is a good boy and doesn’t 
try to beat the government, though I wouldn’t count on it. But 
next year let’s say we need more pig meat, because the popu
lation has increased. Who gets the increased quota? The people 
in the industry, of course, they are traditional growers.

This surely means that from now until some time in the 
indefinite future it is an industry closed to outsiders. But in the 
pig industry there have been some remarkable technical 
changes recently. Many of them have been brought about by 
new people bringing new ideas into the industry. Is this process 
to stop now? Are there no more technical advances to be made?

Maybe you could overcome part of the last problem by 
making quotas saleable. This must surely mean that the 
government would be giving a saleable quota to present 
growers. This wouldn’t be exactly popular with Fred who 
would find himself with no quota to sell, and no pigs either. He 
wouldn’t like that.

So it is not going to be as easy and as popular as I thought. 
Blast Eccles! I’ll have to think of something else.

Supply and Dem and (2)
Member Coalition 8 September 1972

In February 1972 at the Outlook Conference in Canberra, Mr 
Vines, the Acting Chairman of the Wool Commission, said: 
‘For wool, the present average deficiency payment price of 
around 80 cents per kilo may provide a ceiling to current price 
trends.’ Almost immediately the price of wool started to rise 
and is now about 100 cents a kilo.

I do not criticize Mr Vines. I think that he would be more 
likely to be right about the future price of wool than almost 
anyone I know. Yet he was wrong.

One of the reasons why I am modest is that Fred keeps a 
catalogue of my past mistakes. M.P.s have a tendency to skate
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quickly round our past errors and bury them in a stream of 
eloquence. So Fred keeps a record of where I have erred and 
when I spoke disparagingly of Mr Vines he trotted out his 
catalogue. This made me sad.

I can sum up my experience in this matter by saying that 
Fred, and my other neighbours, watch what I do with close 
attention; when I buy cattle, they sell. They have found from 
long experience that I am usually wrong. And I’m not alone in 
this. The only way to avoid mistakes when prophesying is not 
to prophesy.

Now the reason why I am baring my breast is not only to 
keep myself modest but to ram home the fact that it is danger
ous to do what the Labor Party theorists are always advising, 
i.e., to make realistic estimates of the demand situation for a 
rural product and then adjust the supply to the demand.

Always remember that if a civil servant has the ability to do 
this, to correctly foresee the demand situation for any product 
he would not be working for the government for long. He 
would shortly be sitting in the south of France with his feet in a 
bucket of champagne!

The main reason for the unreliability of the wisest prophes
ies is that the weather, in Australia or elsewhere, usually does 
the dirty on us. For instance, say we had a quota for mutton in 
N.S.W. It would obviously have had to be fixed at least a year 
ahead to enable the adjustment of the supply of mutton to the 
demand. Then we have a drought, and forward store wethers 
just have to be killed because there is no store market. What 
happens to the mutton quota then?

If there were a quota for fat lambs it would obviously have 
had to be set last October, before mating time, if we were to 
adjust the supply of lambs. What would be happening to the 
lamb quota now? You would probably have lambs coming in 
from Victoria to take advantage of the present high prices. 
Wouldn’t the N.S.W. lamb growers love the N.S.W. govern
ment if that happened because they were told last year to 
produce less lambs? I don’t think you would ever find another 
government putting a quota on lambs!

I used to keep a farm diary and at the end of the year I 
summarized the year’s events. It always began by describing 
the weather. Frequently there appeared this comment: ‘This 
year the weather was, as usual, unusual.’
8



And evidently the weather round the world works on the 
same principle. It’s usually unusual. If you only knew in which 
way it was going to be unusual, you could make reliable esti
mates of what the markets are likely to be for any product.

The only thing you know for certain, when foretelling the 
demand for primary products, is that you are certain to be 
wrong. Sometimes, with luck, only a little bit wrong, but far 
too often you will, like me, be seriously wrong. Fred and his 
fellow farmers will blame you for whatever happens. It is best 
for all concerned to learn from the past, examine the present, 
but not publicly prophesy about the future. There is no wis
dom in it—or votes either in the long run.

Lim ited R esources (1)
Member Coalition 16 January 1970

Soon after I became a Member of Parliament I found that if you 
were finding the going difficult when making a speech, the 
surest way to stop people walking out of the chamber was to 
refer to ‘this great country of ours’ or to bring in a bit about 
‘this land of limitless resources’ or ‘our vast empty spaces’. As 
soon as you do this, your image starts to glow a bit and if you do 
it fairly frequently, you start to be regarded more as a states
man than a politician. This is nice.

And this theme fits rather pleasantly into almost everything. 
For instance, if you are urging the government to increase 
pensions, you can justify this because we are such a wealthy 
country with such ‘limitless resources’ and if you say this 
loudly enough you can skate over the awkward question as to 
where the money is coming from.

So it was a great grief to me when Eccles exploded the 
pleasant fantasy. He began by pointing out that if I were 
referring to ‘our great open spaces’ as a benefit to the nation 
then I was talking through my hat. He says that most of the 
areas that are empty are like that because they are just about 
useless, and that they can be saved from further deterioration 
only by great skill, courage and increasing research. In actual 
fact, he says that these vast empty arid areas are much more a
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hindrance than a help and the cost of carrying goods across 
them presents a very grave barrier to the development of this 
great country of ours’.

He then went on to point out that I ought to know, having a 
rural constituency, that Australia had developed land of such 
poor quality, and with such a lousy climate, that would remain 
undeveloped in any other country in the world. He pointed out 
that he had seen land under scrub in India and Ceylon which if 
it had been here would have been developed years ago. Then he 
went on to talk about the 90 mile desert in South Australia, the 
sand plain country in Western Australia and even the tropical 
pasture lands in the North.

Summing it all up, he thinks, as far as land resources are 
concerned, that our ‘limitless resources’ have very definite 
economic limits and that these limits have been pushed to the 
maximum. ‘And you kid yourself and your constituents’, he 
complained in his high squeaking voice, ‘if you do not recog
nize that our land resources are indeed limited and because 
they are, we have to run in the same economic hobbles as other 
people.’

This is about the only area of agreement between Fred and 
Eccles. Every time I sound off at a meeting near home that Fred 
has been induced to attend, he always snorts when I come to 
this bit about ‘limitless resources’. He seems to have a very 
clear idea of where these limits lie on his own farm. And so did I 
before I got into parliament. I know I was looking for land for 
my son and there didn’t seem to be many limitless resources 
lying around waiting to be developed. Only the hard places 
remained.

So there goes another fine flowing phrase. If  Eccles keeps 
going like this, opportunities for eloquence will be rather 
limited, and it is going to be hard to get re-elected next time.

Lim ited R esources (2)
Farmer Coalition 19 May 1978

Because I know something about farming I always get irritated 
when I hear foolish people talking about Australia’s immense 
agricultural resources, about how fortunate we are to have our
10



great open spaces. When you hear a chap talking that kind of 
nonsense you will know that he is either a city slicker or a 
Member of Parliament who has been in Canberra too long and 
has gone soft in the head. Those of us who know our great open 
spaces from grim personal experience know how tough and 
cruel they can be, and what a big barrier they are in the path of 
‘the development of this great country of ours’ to use a phrase 
heard continually in parliament.

It is interesting to look at a break up of those land resources 
about which some orators wax so eloquent. The total area of 
the country is 769 million hectares (m.ha.). Of this, 532 m.ha. 
has a rainfall too low for agriculture fed by rainfall. People 
claim that the soils of these arid inland areas are wonderfully 
fertile. ‘Things grow so fast after a rain that you pretty well 
have to jump back when you plant seeds on these wonderfully 
fertile soils,’ they tell you proudly, but this is mainly nonsense. 
The reason for this quick response after drought is that the soil 
has been lying fallow during drought and so becomes pregnant 
with fertility, particularly nitrogen. But when irrigation water 
is applied regularly to such soils, their true infertility quickly 
becomes apparent. We must accept the fact that most of the 
arid inland soils would not repay irrigation, even if we had the 
water to spare to use for this purpose.

But to return to the composition of our land resources that 
are suitable for rain-fed agriculture. After deducting the 532 
m.ha. of arid land we are left with 237 m.ha. with sufficient rain 
for agriculture. Of this, 105 m.ha. are too steep and rugged, 55 
m.ha. too stony or shallow, leaving 77 m.ha. suitable for 
agriculture.

In 1974, this 77 m.ha. was being used as follows, 19 m.ha. in 
crop or fallow, 26 m.ha. in improved pasture, 7 m.ha. used for 
urban development, and 25 m.ha. still undeveloped.

Of this 25 m.ha., 4 m.ha. was under cypress pine in N.S.W. 
and Queensland and 2 m.ha. under jarrah and karri in W.A. You 
would be a brave man to suggest the clearing of the latter group 
with Perth’s water supply threatened by salt. If  the 6 m.ha. are 
to be left under timber, that only leaves 19 m.ha. available for 
development for rain-fed farming. And, believe me, that 19 
m.ha. will take some cracking. They will be rougher and 
tougher than that tackled by almost any other country. I have
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seen uncleared scrub in the middle of India and Ceylon which 
would have been cleared years ago in Australia. We have 
cleared too much land rather than too little.

But the figure that startled me most was the 7 m.ha. under 
urban development, 7 out of 77 m.ha.! When these figures 
were compiled four years ago, we were using land for town use 
at a stocking rate of two persons per hectare for houses, roads, 
railways, playing fields, golf courses and so on. So if the 
Australian population were to expand at the rate of a few years 
ago, we would have to look very critically at where we built our 
future cities. There would then be far greater pressure on the 
77 m.ha. of land suitable for agriculture to provide food for 
ourselves and the rest of the world, so we would have to think 
twice about building cities on it.

If these figures are correct, and they are culled from a paper 
by Dr Hallsworth, Chairman, Land Resource Laboratories, 
C.S.I.R.O.,* we should not be building new cities at Albury- 
Wodonga or Monarto (in South Australia) but at the head of 
the Australian Bight, so that we will not be using up our very 
limited supply of farming land.

The next time you catch a politician talking about our great 
empty, open spaces, look at him with a jaundiced eye.

Northern D evelopm ent
Member Coalition 26 June 1970

Mavis is just about frantic to find a wave of enthusiasm for me 
to ride to the firm beach of popularity. So we have been racking 
our brains for a subject about which I can pound the ears of my 
party branch meetings during the winter recess. We have now 
come up with ‘Northern Development’ as the big, new subject.

This idea has immediate attractions. First, not many people 
know much about northern development so my own ignorance 
will probably pass unnoticed. And, anyhow, I have discovered
* Hallsworth, Dr E. G. Presidential Address to South Australian Branch o f  

the Institute o f Agricultural Science, Adelaide, 1976. Quoted from the 
journal o f the Institute, September 1976.
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since I became an M.P. that ignorance of a subject is no barrier 
to eloquence in a politician.

I have also noticed that the further you live from problems, 
the easier solutions appear. For instance, the good citizens of 
Melbourne are recognized for having the most firmly fixed 
ideas about Aborigines, kangaroos and northern development. 
Distance evidently lends enchantment (or something) to the 
view.

So Mavis and I picked on Northern Development and I 
became almost excited when I started to study the subject. 
There were so many fine, flowing phrases lurking there, like 
‘untapped natural resources’ or ‘our immense national heri
tage’ and even ‘the desert shall blossom as the rose’, although I 
admit the last has rather a tinny sound.

When I found that the rainfall of Katherine was a magnifi
cent 35 inches compared with that of about 18 inches on my 
own farm, then I felt that I had really struck pay dirt and I 
almost decided to go up there and have a look for myself.

But now I’m glad I didn’t. It wasn’t Eccles who stopped me 
in my tracks this time, but Fred the farmer. I thought that Fred 
would be all excited to hear about the new frontiers opening up 
before him, but he wasn’t. The reason was that he had been 
there.

He began by saying that the very wet ‘Wet’ and the very dry 
‘Dry’ season of the Northern Territory posed grave agricul
tural problems, particularly when coupled with the high 
temperatures at germination time. And Eccles chimed in, 
saying that he had read that there is hardly a cash crop known to 
tropical agriculture that hasn’t been tried and proved an eco
nomic failure in the Top End at least 50 years ago. He even 
went so far as to suggest that I ought to read the Forster 
Report* which evidently deals with the subject, in a dull way.

Then both of them together started to talk about Humpty 
Doo rice and Tipperary grain sorghum and said that these were 
grim modern examples of people rushing in with lots of enthus
iasm, courage and money, and no sense at all.

* Forster, Professor Carl, Dr D. B. Williams and C. R. Kelly. ‘Agricultural 
Development o f the Northern Territory’, (a report to the Commonwealth 
government), 1961.
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Fred told me some of the successes of the area, how an 
annual legume called Townsville lucerne looked as if it was 
going to do for northern Australia what sub. clover had done 
for the south. He evidently knew of many examples where, by 
wise planning and courageous spending, Townsville lucerne 
had been established over big areas of the Top End and how 
this was altering the whole structure of the cattle industry—the 
natural industry of the area.

But the story of the gradual spread of a dull plant like 
Townsville lucerne doesn’t seem like much of a subject for 
eloquence, not nearly so exciting as ‘feeding the hungry hordes 
of Asia’ and that kind of thing.

So Mavis and I have decided not to go North, but instead I 
am going to get some slides about northern Australia from the 
Tourist Bureau and I am hopeful that we will be able to give 
some quite nice talks about the subject. We will just have to 
hope that no one turns up who knows the area!

Irrigation
Member Coalition 20 March 1970

I am becoming acutely aware that Eccles has dried up the wells 
of my eloquence; he has weaned me from subjects which I used 
to tackle with enthusiasm and acclamation. So it was with real 
urgency that I prepared a stirring statement on the benefits of 
irrigation, and had the warm feeling that, by so doing, I was 
restoring my waning popularity.

And good stuff it was too. There was a heartrending para
graph about water being the life blood of the driest continent in 
the world. Then another about the innate fertility of the soils of 
the inland and how they could be made to blossom as the rose 
when irrigation water was applied. Then I followed with a 
moving picture of the ravages of drought and how this great 
scourge would disappear when we stored more water.

I finished writing the speech with tears in my eyes. In my 
blurred vision, I could see a touching picture of happy home
steads dotted around the arid interior, with streams of life- 
giving water gurgling past the door. I could hear, in my mind,
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the stirring speeches made as each new dam was opened by 
splendid statesmen with bowler hats held reverently across 
their stomachs.

Then like a fool I showed the masterpiece to Eccles, who 
read it with obvious distaste and then burst into tears. After he 
had recovered, he set about me.

He started by saying that the supposed fertility of the arid 
soils of the interior was nonsense, that in most cases they only 
responded quickly to the infrequent rain because they were 
fallow for most of the time. When irrigation water was regu
larly applied, their supposed fertility quickly disappeared.

He then went on to point out that, in almost all government- 
instigated irrigation schemes, the dam and the irrigation 
channels were paid for by the taxpayer and the debt on them 
was serviced by the taxpayer. This capital cost for the engin
eering works was frequently well over 8200 for every irrigated 
acre, all found by the taxpayer for which no direct return could 
be expected. The water charge levied on the irrigators was only 
expected to cover the cost of the distribution of the water along 
the channel, with no element to cover the interest on the capital 
cost.

‘But it doesn’t stop there’, he whined. ‘In many cases, the 
taxpayer not only generously subsidizes the price of the 
irrigated land, he’s often expected then to subsidize the cost of 
the products grown on the subsidized land. If that isn’t 
economic nonsense, then I don’t know what is.’ He instanced 
butter and cotton as two quick examples.

‘But what about drought? Look what irrigation does to 
prevent the ravages of drought!’ I thought I had him there but 
he went on to explain that any irrigation area based on pasture 
usage had to be stocked each year, whether there was a drought 
or not, otherwise it meant there would be irrigated pastures not 
being used. So stock is carried on irrigation farms each year 
(and usually to capacity) and when drought comes, there is 
little room for any extra stock.

He then went on to say that if the justification for irrigation 
farms was to supply baled hay to starving stock in drought 
time, then it certainly would not apply to feeding sheep. This 
can be done much more cheaply by feeding grain and not hay.
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Eccles is certainly right here as I know from my own drought 
feeding experience.

Eccles went on to say that he certainly would not take the 
stand that all irrigation schemes, particularly private enter
prise schemes, were failures. But he said that he was sick of the 
blind acceptance that storing water was automatically good, 
just because nice speeches can be made about it. He said he 
could think of a great many better ways of spending the tax
payers’ money to assist primary producers than by spending 
large amounts of money to grow more and more crops which 
were increasingly difficult to sell, because there was often too 
much produce already.

The Ord Dam
Member Coalition 26 March 1970

Recently I got into trouble with Eccles because I became 
enthusiastic about irrigation schemes in general. He lectured 
me severely then, and has been at it ever since, but has been 
concentrating particularly on the Ord River dam, which seems 
to infuriate him, for some reason.

I remember when the government decided to give Western 
Australia the green light to go ahead with the big dam on the 
Ord, how my bosom swelled with pride to think that I was 
associated with such a splendid project. I remember too, that I 
made some particularly stirring speeches which were particu
larly well received in the cities, but with a notable lack of 
enthusiasm in the country.

I have noticed before this tendency for people in the cities to 
be enthusiastic about land development and other problems 
about which they know nothing. In fact, ignorance of the sub
ject seems a positive advantage, as you can then let the 
imagination and tongue run free.

But Fred and others of his ilk, received the news that we 
were going to spend a lot of money on the Ord dam with irrita
tion and muttered something about the decision being activated 
by base political motives, whatever that may mean. They could 
not see why, as taxpayers, they should be dobbing in their
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hard-earned dough at the rate of about S300 for every irrigated 
acre in order to grow cotton that was only profitable if subsi
dized. I thought that this was rather a mean, petty attitude to 
take and gave them a burst about developing Australia, and the 
defence of ‘this great country of ours’ and so on. But Fred and 
his friends said that they had heard all this before and asked me 
to have a talk with Eccles.

I did this. I asked him why it was that cotton growing on the 
Ord has been so disappointing compared to cotton growing on 
the Namoi River in New South Wales. Eccles said that the Ord 
is a tropical area, and hosts of pests that plague cotton grow 
naturally all round the cotton crops. This means that the cost of 
insect and disease control in the Ord area is more than in non- 
tropical areas where the pests and diseases do not have this 
natural advantage. He pointed out that the big expansion in the 
world’s cotton acreage was in the arid irrigated areas. The 
cheapest cotton in the U.S.A. is not now grown in the deep 
south, but in the arid areas in California. In fact, to keep cotton 
growing alive in the deep south, the U.S.A. government has 
made it impossible for the Californian to grow more than a 
limited quota of cotton. And what’s more, it was this restriction 
on the Californian growers that drove them to the Namoi area 
in Australia.

I then asked Eccles about the other crops. According to him, 
we could grow sugar there but there doesn’t seem much sense 
in growing more sugar when we have difficulty in selling what 
we have. People were optimistic for a while about growing 
sorghum but no one in Australia has yet demonstrated that they 
could make money growing irrigated grain sorghum on a large 
scale.

‘But what about irrigated pasture?’ I asked. Eccles says that 
no one in Australia has yet been able to demonstrate that you 
can fatten cattle on irrigated tropical pasture and make money. 
If  you are not interested in making money, well and good. ‘But 
speaking as an economist’, he complained, ‘I can’t see much 
sense in setting up a great big scheme to lose money.’

I have a brain-wave. When the big dam is opened, we ought 
to make a recording of the splendid speeches that will be made 
at the opening ceremony, and we could sell the records to 
people in the cities. They ought to be worth quite a lot.
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Member
Droughts

Coalition 3 March 1972

I have a country electorate with much low rainfall country. 
Mavis and I thought of launching a campaign urging the 
government to either abolish droughts or to protect Fred and 
his fellow farmers from the effect of drought.

We felt that there surely must be votes in this. We are used 
to seeing television programmes about droughts, showing the 
parched, cracked soil in the bottom of water holes and the 
bleached bones of cattle carcases. Usually there is a picture of a 
housewife wiping the tears from her eyes with her apron so that 
she can peer hopefully at the horizon searching for a rain cloud 
no bigger than a man’s hand. Good heart twanging stuff it 
always is!

Then there is usually an interview with a leader of the local 
community who is questioned with menacing overtones: ‘What 
is the government in Canberra doing about this?’ ‘Nothing’, he 
replies with a catch in his voice, ‘nothing at all, they don’t care!’ 
You can’t help booing!

So we made up a statement with phrases like, ‘the driest 
State in the driest continent in the world’, and ‘This dread 
spectre that stalks our land’ and ‘the desert shall blossom as the 
rose’ and we were well away. We resisted the temptation of 
overdoing it and asking the government to abolish droughts, 
but we certainly intended to demand that the government 
forecast when droughts were coming and to protect Fred and 
his fellow farmers from them when they did arrive.

Bitter experience has taught me not to let Eccles see this 
kind of effusion, but I took it to Fred with some pride. He read 
it with difficulty because some of the words were indeed rather 
long. Then he said sourly, ‘Well, you may get votes out of it, 
my dear fellow’ (he always calls me this when he is displeased 
with me) ‘but it’s a lot of nonsense and you know it too.’

I’m afraid Fred is right. There is only one really effective 
measure that we can take against drought in the inside country 
and that is to have a lot of conserved fodder to feed our stock. 
But I know from my own farming experience that the best 
person to conserve fodder is me, not the government. The
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government can help by taxation concessions on fodder con
served and that kind of thing, but the biggest part of the 
problem is mine. I should not expect the government to store 
fodder for me when I can do it cheaper myself.

And the more the government conserves fodder for me, the 
less I will do for myself. The same thing happens if you have a 
bushfire. The chap who gets most of the relief money is the 
chap who isn’t insured. The provident person who insured 
himself only gets abuse if he lines up for assistance. ‘Why 
should we help him?’ people snarl. ‘He was fully insured.’

So the next time he doesn’t insure; why should he? The same 
with drought—the government comes clumsily to the rescue 
(and the government is so big that it can’t help being clumsy) so 
there will be less incentive for the provident farmer to do his 
own providing. If  the government comes in it will, in both fire 
and drought, help the wrong person in the wrong way in a great 
many cases. And it will certainly destroy the incentive of the 
farmer to help himself.

This is one of those rare periods when there is not a bad 
drought in any large area in Australia. At this time too southern 
Australia is packed with stock. I am told that Victoria has 25 
per cent more stock than before the 1967 drought. We know 
that each year brings a drought one year closer. We would 
prepare for it with more enthusiasm if we knew that the 
responsibility was ours and not that of the government. We 
should be given financial inducements to encourage us to 
prepare for drought. I repeat, it is really our job, not the 
government’s. But there are no votes in this kind of thinking. 
Blast Fred!

D isaster R elief
Member Labor 22 February 1974

As the picture unfolded of the recent floods, first in western 
Queensland and north-western N.S.W., and then later the 
tragic floods in Brisbane, we quickly heard from the most 
responsible quarters the demand for some kind of disaster plan 
so as to be ready for similar disasters.
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This demand usually had two prongs. The first was that 
there should be a much better organization ready to tackle 
similar calamities. Evidently N.S.W. has the pre-eminent 
organization of the States and many people pressed for the 
establishment of even better organizations in other States, and 
they usually coupled civil defence and disaster action together 
and this seems sensible.

The only real problem here is how much money and 
resources to devote to the organization. It is easy, after disaster 
strikes, to say we ought to have a bigger and better organiza
tion. But putting more resources into this means less money is 
being devoted to other pressing and more popular purposes. It 
isn’t easy to know how many resources to tie up in this way. If 
we knew that a disaster was imminent we would know how 
much effort to spend in tackling it. But disasters don’t behave 
in such a nice well-regulated way.

All you can do is to make the best judgement you can, sure in 
the knowledge that if disaster doesn’t strike, you will be criti
cized for not doing other more popular things. And if disaster 
comes, you know that you will be criticized for not doing 
enough. Life is indeed hard!

The second part of the demand is for money to be set aside 
for relief. This is an understandable reaction, particularly as 
the harrowing television pictures appear on the screen. ‘Why 
doesn’t the government have a fund set aside for generous and 
immediate help?’ people ask angrily and understandably.

Mavis is one of these and for once her reaction was not 
activated by baser political motives. ‘You must do something 
quickly dear’, she advised. ‘I’m not worrying about votes this 
time. Look at the plight of those poor people in Brisbane. Make 
the government hold a large fund in reserve so that we can be 
both generous and merciful.’

But it isn’t as easy as that. ‘What kind of disasters should we 
have in mind,’ I asked hopefully, ‘only floods?’ ‘Of course not, 
dear,’ she said. ‘Bushfires too, and all other natural calamities.’ 

‘Do you want me to help everyone who suffers in such 
disasters?’ I asked. ‘Or only the ones in real need?’ ‘Of course, 
only those who really need it’, was her swift, feminine reaction. 
But that means that the chap who has insured himself against
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floods will get nothing because he wouldn’t be in real need. 
That’s not much incentive for him to pay for flood insurance.

And what about small disasters? It is usually as painful for a 
farmer to be burnt out in a small fire as in a big one. Does Mavis 
mean that all farmers who suffer from small natural disasters 
should be helped?

And what about droughts? Some districts are drought prone 
and so land is cheaper there. Are people there to be helped in 
the same way as people in less drought prone districts? And a 
chap who conserves fodder at great expense to meet drought 
when it comes, is he not to be helped while his more careless 
and happy-go-lucky neighbour gets relief just because he 
didn’t help himself?

And is rust in wheat a natural disaster? It is just as devastat
ing to lose a complete wheat crop by rust as it is to get it burnt. 
It is true that it mightn’t look so black and sombre but the result 
is the same.

And frost, isn’t that a natural disaster? It seems so to the 
chap whose crop is lost in this way.

So it just isn’t as easy as Mavis thinks. I don’t say that we 
should not have such a fund. But I wish I had enough brains to 
work out a way of using it so that it was fair to all and also didn’t 
discourage people from looking after themselves. Any sugges
tions that readers have will be gratefully received!

Exporting Birds
Member Coalition 25 September 1970

Fred thinks I have gone a bit soft in the head. He suspects that I 
got this way from riding around in big black cars in hot weather. 
He has had a sneaking suspicion about this for some time, but 
now he has discovered that I am, in part, responsible for pre
venting the export of budgerigars and other parrots, he thinks 
that now all doubt has been removed.

He has found out that these parrots are eagerly sought after 
overseas. He has been told that prices up to 83,000 a pair are 
obtainable for our birds in other countries. He also knows that 
many of these birds exist in pest proportions in Australia and
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that he himself has had a great deal of trouble keeping many of 
these birds from making a nuisance of themselves on his farm. 
So the poor simple soul can’t quite see why we are not export
ing them and making good money out of it.

When I mentioned this to Mavis she burst into tears. ‘You 
are in enough trouble now, dear,’ she sobbed, ‘by expressing 
scepticism about this sentimental campaign for kangaroos. 
They may be in pest proportions and ruining your electors’ 
sheep feed, but the good people of Melbourne love kangaroos 
and the sweet way they hold their front paws. You have done 
enough damage to your political career by going against the 
kangaroo lobby. For goodness sake don’t get yourself involved 
in the bird business.’

Then she went on to paint a poignant picture of pretty 
innocent birds cruelly smuggled through Customs in suitcases, 
the birds often drugged so they would not make a sound and so 
give themselves away. She embellished this sordid scene by 
giving the smuggler a foreign accent and a beard. By the time 
she had finished, I could see myself losing votes in a steady 
stream so I hurried back to Fred and upbraided him for getting 
me in such hot water.

Fred however, was quite unrepentant. He pointed out that 
the only reason these birds were smuggled out in this sordid 
fashion is that their export is illegal. If  it were legal and the 
trade was under the surveillance of the Customs Department 
or some other authority, then this kind of cruelty could be 
prevented.

He went on to draw quite a different picture of two pretty 
love birds on a padded perch in a gilded cage, being given 
V.I.P. treatment through Customs, while merino rams envious
ly watched them. On the aircraft they would be fussed over by 
anxious hostesses with whom they (if well trained) could chat 
happily. They could fly as they have never flown before—and a 
lot easier. They would probably get champagne with their bird 
seed for breakfast. And throughout the journey they would be 
thinking of the luscious life that awaited them, with the know
ledge that their only duty would be to procreate their kind in 
luxurious surroundings, with every anxious encouragement— 
opportunities Fred has never enjoyed!
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They would compare this prospect most favourably with the 
life they had left behind them, being buffeted by every breeze 
that blew as they flew anxiously around Fred’s farm, trying to 
eat his crops, while he stalked them angrily with a shotgun.

When Fred painted this picture I began to see why he 
thought I had gone soft in the head, as well as in the heart. No 
one minds chooks having their heads cut off and being exported 
in that form. No one minds lambs having their throats cut and 
being exported in that form, and bringing in almost no money 
at all. But. the picture of birds being exported in luxurious 
comfort at profit to themselves and their owners, brings tears 
to the eyes of the sentimental citizens of Melbourne. It’s a 
funny business!

I know that Fred would be altogether against these birds 
being cruelly treated. But this doesn’t have to happen. In fact, 
we could make sure it didn’t happen. That being so, for the life 
of him, Fred can’t see why we can’t take advantage of anyone 
silly enough to pay S3,000 for a pair of birds which, were they 
at home, would probably be shot by Fred or eaten by sparrow 
hawks.

Tomorrow I’m going to the doctor to have my head 
examined.

Merino Embargo
Farmer Coalition 14 July 1978

Fred and I want to congratulate the government on having the 
sense and courage to partially lift the merino ram embargo. We 
regret that they did not lift it altogether, but, on the other 
hand, I suppose that we can count ourselves lucky that we are 
not being lumbered with yet another enquiry by some great 
committee or other.

There was a time when I used to be in favour of the embargo 
but I grew out of that foolishness years ago, when I saw some 
fine wooled, large framed Rambouillets in Nepal which had 
been imported from the U.S.A. Then later I saw some equally 
large and fine wooled Russian merinos in India. I know now 
that there is plenty of other fine wool genetic material in other
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parts of the world and we delude ourselves and others when we 
deny that this is so.

Fred used to be in favour of the embargo for a nasty, mean 
reason. He thought that the embargo helped keep down the 
price of merino flock rams, and, as he bought a batch of flock 
rams every year, he thought the embargo must be a good thing. 
Of course, he never admitted in public that this was his motive, 
but he told his wife one night when they were exchanging 
pillow confidences, and his wife told Mavis so that is how I 
found out. But later he realized that the overseas demand 
would only be for top stud rams because only these would 
justify the high freight and handling charges involved. And he 
now knows that, if merino stud breeding is more profitable, 
then more effort and intelligence will be devoted to breeding 
good merinos, and if this happened, Fred would be able to buy 
better flock rams.

Fred has always been rather ashamed of his meanness in this 
matter, as he is very keen to help overseas aid projects such as 
Community Aid Abroad. When he found that other countries 
wanted to use our merino blood but we wouldn’t let them have 
it, he used to go quite red behind his ears.

Now that I am no longer a Member of Parliament, I can 
admit that I have always been rather sceptical about the 
superior genetic worth of our merinos. There were many top 
merino stud breeders in my electorate and I used to rather fawn 
on them. When I went to their field days, I used to give tongue 
about their dedication, and how I knew that they were only in 
the game for the good of the country and similar nonsense. 
Then I would usually end up by giving them a burst about how 
the whole world was hungry for Australian merino blood. But I 
never really believed it myself. I have seen the way these top 
sheep are prepared for show and sale and I am rather sus
picious that a diet of port wine and olives may not be the best 
preparation for a ram who is going to live in Rajastan. If  one of 
these luxuriously reared rams were suddenly to find himself 
battling for a living with the goats of that tough country he 
would probably go quite pale. And if he got a quick look at the 
wives they had picked out for him, with their big fat tails and 
mottled colours, he would probably demand repatriation.
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However, if you want to demolish the case for the embargo 
in one simple paragraph, all you have to do is to point out that, 
if it is right to export polwarths, as we have been doing for 
years, then why not merinos? I bet that most of the people who 
so vociferously claim that the export of fine wool blood is bad 
for Australia, couldn’t tell the difference between a merino and 
a horned fine wool polwarth. That really is the end of the 
argument as far as I am concerned.

Fred and I are always suspicious when we hear people giving 
tongue about our heritage, particularly when this heritage 
argument is used to justify the embargo. Years ago, a few 
people went to great trouble and expense to try to breed better 
sheep. A few were outstandingly successful but most would 
have made more money if they had stuck to breeding flock 
sheep. Stud breeding is not really a licence to print money. It is 
a strangely fascinating business and there is always the lure of 
the pot of gold at the end of the rainbow, that you are about to 
fluke a great break-through to a new blood line. But generally 
it doesn’t work out like that; and if it did surely the thing to do 
would be to have a go at it yourself?

Why the woolgrower who buys merino rams should now 
expect to have some say in a referendum as to whether merino 
rams should be exported is beyond me. The next thing such 
people will want is a referendum to ask meat workers if they 
are in favour of the export of live sheep. Both decisions should 
be left to the people who own the animals.

Going Against the Tide
Member Labor 9 March 1973

Recently I attended the Agricultural Outlook Conference in 
Canberra. I have to go because Eccles is always there, full of 
foreboding, and he wouldn’t like it if I wasn’t there to listen to 
him. And this year I persuaded Fred to come also.

The previous two conferences were indeed sad occasions. 
We all sat around beating our breasts and listening to various 
prophets of doom spelling out their dire warnings of imminent 
and inevitable disaster. We were told how we would all be
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forced to walk off our farms, how it would be foolishly opti
mistic to expect the market for wool to rise above 90c a kilo and 
so on.

This year everything was different. Wool is now bringing 
about three times more than we were told we could expect; the 
world is clamouring for wheat and indeed, all cereals, and there 
seems to be no end to the demand for meat from many countries 
of the world.

There were some commodities for which the outlook was not 
so rosy, such as sugar, dairy and fruit products. And there were 
many farmers who were unable to supply the products that are 
in such great demand, because of drought conditions. So it was 
not a happy picture for everyone. But it was a much improved 
situation to that which confronted us at the two previous 
conferences.

I thought that Fred would get excited at the good prospects 
that were presented this year. But he received the good news 
with the same equanimity as he received the bad news of the 
past few years.

I got quite cross with him. ‘Look, Fred’, I complained, ‘why 
don’t you let yourself go for once and be happy? Here you have 
a picture of unrelieved optimism with all the wise ones telling 
you how strong is the demand for everything you grow and all 
you do is look as mournful as a dyspeptic bloodhound. Why not 
try to smile, at least?’

He couldn’t bring himself to do it. He told me then that when 
things looked blackest he always expected them to get better, 
but when they looked well, he expected them to get worse!

You have heard me talk of ‘Eccles’ Law’, which says that 
prices must rise if money wages increase faster than product
ivity. Well, now we must introduce ‘Fred’s Feeling’. Fred feels 
that, in farming, things will shortly be different from what they 
are expected to be, and certainly will be different from what 
they are now.

I used to keep myself poor by chasing after each hopeful 
hare that got up. Then an old farmer friend took me aside and 
said: ‘Look, my dear boy, don’t do it. You will never make any 
money if you listen too carefully to too many people. You will 
find that you are doing what everyone else is doing.’ And then
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he spelt out his golden rule which was, ‘When everyone else 
runs, you walk. But when they walk, you take off like blazes.’

Fred’s philosophy is similar. He listens with respect and 
appreciation to the advice he receives from the Bureau of 
Agricultural Economics and from other experts. He is particu
larly attentive when they are spelling out what has happened in 
the past and what is the position now. It is only when they start 
foretelling the future that his attention begins to wander. He is 
glad to get their opinions on the future but he’s a little sceptical 
about them. He knows from past experience that there is only 
one certainty about market prophecies and that is that they will 
always be wrong in some degree. The only uncertainty is how 
far they will be wrong.

So at this conference, Fred received with lugubrious calm 
the news that everything was going to be perfectly splendid. 
‘Fred’s Feeling’— (you couldn’t call it a law)—teaches him that 
if things are bad they will soon be better, and if they are good, 
they will soon be worse. It is advice worth keeping in mind.

Sm all Farmers (1)
Member Coalition 14 August 1970

With my farmer constituents getting sourer—particularly with 
me—I realize I must pull a large, imposing white rabbit out of 
the political hat pretty soon. Mavis and I have had many discus
sions about which particular rabbit would attract most atten
tion and so make me more attractive to my people. We have 
decided to espouse the cause of the small farmer and to demand 
that he be subsidized back to prosperity.

There is an important reason for this choice. There are more 
small farmers than big farmers and if I plead their cause 
successfully and so keep them on their farms, not only will they 
love me, but the businessmen in the country towns will also 
love me, for obvious reasons. So I shall get lots and lots of votes 
and this is good.

The first time I tried beating this new drum I was surprised 
at the enthusiastic reception that I received. It was almost 
moving. I admit that it was good stuff, there was enough about
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‘birthright’ and ‘heritage’ and that kind of thing to let the 
audience know that I was just not treating the subject from a 
mundane, economic viewpoint, but was rather more a man of 
vision than perhaps they had realized.

Then to show that I was well abreast of today’s problems, as 
well as an authority on the past and prophet for the future, I 
gave them a burst about the ‘traditional wheat farmer’ and how 
he should get particularly favourable treatment when wheat 
quotas were allotted. As the area in which I was speaking had 
been growing wheat for over 70 years, the hall was full of 
‘traditional wheat farmers’, so this statesmanlike utterance was 
received with excited and prolonged applause. However, as I 
waited for the cheering to die down, I couldn’t help feeling 
glad that I was speaking in an old wheat district. If I had been in 
a new wheat district, where the people had lower quotas 
because they were not traditional growers, I suppose I would 
have had to handle the subject rather differently.

I was gratified with the reception of most of the audience, 
but Fred’s reaction was not only gratifying—it was downright 
surprising. You see, Fed is not a small farmer so I could not 
quite make out what made him so excited. After each of my 
promises to help the small man, he would give off a loud, 
‘Hear, hear’, and I thought I heard ‘Amen’ once or twice.

After the vote of thanks, which took a good while, Fred took 
me around the audience and introduced me proudly to every
one, which is something he hasn’t done since I got into parlia
ment. Then he took me home for supper and after a lot of 
questioning I found the reason for his excitement.

Fred has an English farmer friend who farms about 2,000 
acres in a southern county. This is a really big farm for 
England. About every other year his friend comes to Australia 
to get away from the English winter and to ‘avoid’ (I think 
that’s the word) taxation. He usually reaches Fred’s farm some 
time in March where everything is looking dry and miserable 
and Fred says that he (Fred) always looks hopefully under
neath the plate after a meal because he hopes his friend will be 
sorry for him and leave a 20 cent tip there.

After the meal they sit down and compare the figures from 
their farms. The Englishman not only farms well but he keeps 
his books well. In one column he enters the subsidy that he
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receives from the British government, and the size of the sub
sidy staggered Fred. ‘No wonder you can scoot around the 
world all the time’, Fred said, ‘you surely can’t justify this kind 
of generous treatment from the government.’

His friend replied, ‘Fred, my boy, I shall be all right as long 
as there are enough small poor struggling farmers around me.’ 

Now I see why Fred was so excited. He realizes that if the 
government starts subsidizing the small farmer back to pros
perity, most of the money will go to the larger farmer. No 
wonder he reckoned I was a statesman!

I talked the matter over with Eccles who told me that most of 
the dairy subsidy went to those who needed it least. He said 
that if the nation felt that it was necessary for social reasons to 
safeguard the position of the small farmer then it would have to 
be treated as a social and not as an economic problem. The 
generally accepted subsidy solution would not be suitable.

So it looks as if Mavis and I will have to find another rabbit to 
pull out of the hat. This one died soon after its first 
performance.

Sm all Farmers (2)
Member Coalition 21 May 1971

The government’s recently announced Rural Reconstruction 
Scheme has three parts— Debt Reconstruction; Farm Restruc
turing and Retraining for those who wish to leave the land. 
Let’s have a look at Farm Restructuring.

A short while ago, at a meeting in my district, a big raw- 
boned bloke at the back of the hall got slowly to his feet and 
complained that the farms in our district were getting bigger 
and that the country towns were getting smaller. He then 
truculently asked what I was going to do about it. ‘After all, 
you are our Member—we pay you enough, goodness knows. 
Surely you can answer a simple question like that!’

Usually, when people adopt a belligerent attitude like this 
my footwork is pretty to watch as I change from one position to 
another, blaming first my State colleagues, then local govern
ment, or someone else—anyone but me. But in this case I took
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a long breath and told him that I had a sure and simple cure for 
the problem. This was a bit of a shock to the audience who are 
unused to my having a definite opinion about anything, so they 
listened expectantly. Only Mavis started to fidget.

I then explained if they wanted farms to be smaller, all they 
had to do was to change back from tractors to horses. Our farms 
were once shaped around the area that a ten-horse team could 
handle. But as we changed from horses to tractors, and then to 
bigger rubber tyred tractors, the farms tended to grow in size 
until they fitted the area that an efficient power unit could 
handle.

So with the small country towns. In our district, townships 
were spaced along the railway line and the distances between 
them were decided by the distance you could conveniently cart 
wheat with horse teams, and the distances you could conven
iently travel in the trap to do your shopping. So I told them if 
they wanted healthy small townships, all they had to do was to 
sell their cars and go back to the horse and trap.

Mavis started to sniff at this stage and she signalled to me to 
sit down before I told them any more unpalatable home truths. 
‘Tell them what they want to hear’, she complained as we drove 
home, ‘don’t tell them simple truths like that. You’ll never get 
on if you do that, dear.’

However, the big bloke in the back of the hall seemed to 
think there was a lot of sense in what I said. Of course he didn’t 
say so then but he sidled up to me as we were having a cup of 
tea afterwards. (It would have helped if he had said it publicly.)

The farms in our district have been getting bigger since the 
district was first cut up from station properties into farms that 
suited horse teams. Any government action that prevents the 
aggregation of farms that are too small, into economic-sized 
family farms is bad for farmers, although it might be good for 
getting votes.

There is far too much nonsense talked about our farm lands 
falling into the hands of big companies. If  you want to get an 
extra loud cheer, add the bogey of ‘overseas-owned’ and you 
are well away. But the plain fact is that in the mixed farming 
areas, and that is the system common to most of southern 
Australia, the economic-sized family farm will do the large 
company farm (overseas-owned or not) like a dinner. It is true
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that there are some economic advantages that come with large- 
scale farming, but there are also a great many disadvantages. 
The chief of these is that nobody works for other people quite 
as well as they work for themselves. This is particularly true 
when it comes to caring for stock.

Anyway, the likelihood of large lumps of overseas capital 
being channelled into farming at this stage seems a little 
remote. I’m sure if I had a lot of money (even if I lived over
seas) I would consider myself soft in the head if I put it into 
farming, particularly if the taxation advantage for city farmers 
were withdrawn. So the process of farm aggregation will go 
on—and indeed should go on, to encourage the formation of 
economic-sized family farms.

D ecentralization
Member Coalition 30 October 1970

Mavis is getting very concerned about what she calls ‘my 
image’. ‘You must make it glow a bit, dear,’ she is always chid
ing. ‘It’s no good always writing about wool and shipping and 
tariffs and dull things like that, you must use more imagination 
and vision. You may be right about the matters you discuss but 
believe me, you are awfully dull. Let’s look around for some
thing nicer.’

So it was with some excitement that we realized the subject 
o f ‘decentralization’ had so far escaped our attention. The more 
we looked at it, the more attractive it became. And when Mavis 
realized that we could tie it in with ‘pollution’ (the subject of 
the year) she fairly purred with satisfaction.

Then, to top the lot, we realized that Fred would probably 
approve because he knows that some farmers will want to leave 
their farms and sell out to their neighbour to make the two 
farms into a unit that is more economic. We knew that Fred 
would not like any of his fellow-farmers to be forced to live in 
Sydney or Melbourne and so add to the inevitable physical 
pollution and moral degradation which he associates with city 
living. So together Mavis and I worked up a really stirring 
speech about decentralization. It was liberally larded with fine
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flowing phrases about ‘rural heritage’ and ‘yeomen stock’ and 
that kind of thing. We then confidently trotted it around to 
Fred to admire.

I wish we hadn’t. Fred didn’t even read it all. He just waded 
through enough to find that it was about decentralization, then 
he stopped and said, ‘No, please, not another speech about 
decentralization— I just can’t bear it. I have been listening to 
such speeches for 50 years, yet a greater percentage than ever 
of our people live in capital cities.’

Fred’s attitude saddened me and infuriated Mavis, so I took 
the problem along to Eccles who regarded my manuscript with 
distaste, and then proceeded to tell me what he would do if, by 
some miracle, he was ever elected to parliament.

He said that it was no good trying to do anything about 
decentralization until the community as a whole realizes it has a 
problem worth parting with good money to solve. Up till now 
this has not been so. All that people have wished to expend on 
decentralization has been eloquence. Now, and only now, were 
people coming to realize that it was perhaps worthwhile for 
those who lived in cities to actually pay good money to keep 
other people from joining them there, and so add to their 
problem of transport, pollution and moral decay that always 
seems to accompany lemming-like city living.

Eccles says that, if we are at this stage, and he hopes we are, 
then the way to tackle the problem is not to make pious 
speeches about setting up industries in country towns all over 
my electorate, but to concentrate on one large town, and force- 
feed it with resources, to get it big enough so that industry will 
want to go there.

This sounds politically attractive until you realize that it will 
mean that city people will have to go without things, such as 
another university, to enable a university to be built in the 
chosen country centre. But far worse, it is going to mean that I 
will have to make a deliberate choice to concentrate on one 
country centre and to leave the next one alone.

Only country people know the bitter rivalry that exists 
between country towns. And as I would only have perhaps one 
town being helped and about twenty neglected, then I realize I 
would be losing votes in a steady stream.
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It’s a bit like choosing the belle of the ball. I used to embark 
on this exercise with enthusiasm as I thought it would give me a 
respectable excuse for intimate examination of the candidates, 
and not even Mavis could complain. But I have learnt from 
bitter experience, that the one to whom you award the prize is 
probably not old enough to vote, and those who don’t get prizes 
have hundreds of fond relatives who will hate you forever. 
There are no votes in the business!

Well, ‘decentralization’ is looking a bit like that. I will have 
to think of another good throbbing subject.

State Quotas
Member Labor 2 March 1973

Fred said recently that if he had the choice he would prefer to 
receive a lower first advance for his wheat and have no wheat 
quota rather than have a bigger first advance coupled with a 
continuation of quotas. Since then my phone has been running 
hot with my farmers telling me what they thought, some on one 
side and some on the other.

Some claim that quotas are necessary to protect the small 
traditional wheat farmer. They say that if wheat quotas were 
discontinued wheat growing would tend to shift to those States 
that have bigger farms or other natural advantages for wheat 
growing. Many see Western Australian farmers as the villains 
of the piece. And, no doubt, small Western Australian wheat 
growers see the big wheat producers in western New South 
Wales or in Queensland as the people to fear.

Eccles says that this is a queer kind of argument. When he 
asks those who argue this way whether they really want legisla
tion to prevent wheat being grown in those States or those 
areas which are best suited to growing wheat, there is usually a 
long, painful and pregnant pause. Then they say they have 
another appointment and drift away. The argument certainly 
looks a bit queer when it is put in this bald way.

The dairy industry is going through the painful process of 
giving birth to a quota scheme because of the impending entry
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of Britain into the European Economic Community. Eccles is 
watching the birth process anxiously to see what the progeny 
will be like. One of the points at issue is whether quotas should 
be fixed on a State basis; whether for instance, Queensland 
should be allotted a quota based on her past production. If  this 
happens it will slow down the shift of the industry which has 
been going on for some time from Queensland to Victoria.

Now Victorians are not the most popular people in Australia. 
They are richer than other people and are more self-righteous. 
And they pinch our best footballers or play the wrong code. 
They indeed have many attributes that people resent, but the 
plain fact remains that Victoria has natural advantages for 
dairying. The average production per cow in Victoria is about 
twice as high as in Queensland: 348 gallons in Queensland 
compared with 708 gallons in Victoria in 1971. I have heard 
some Queenslanders say sourly that this is because the 
Victorians squeeze the teats harder, but I suppose it is really 
because Victorians have better cow country, not that they are 
better at milking cows.

Because Victoria has these natural advantages, the industry 
has been gravitating towards Victoria by economic pressure. 
To fix Queensland quotas by past production history would be 
to slow down this economically desirable change.

If we are going to try to arrange our farming affairs accord
ing to State boundaries we really do make nonsense of the 
concept of being one nation. I used to think that section 92 of 
the constitution, which forbids the erection of trade barriers 
between States, was put in to help lawyers grow rich arguing 
the question. I didn’t think it really mattered to the ordinary 
fellow on the farm, or the simple citizen. But I can see now that 
last century the framers of our constitution realized that 
section 92 was vital to the whole idea of us being one nation.

If we are going to regulate our farming according to what 
State we are in we might as well go further and divide ourselves 
into districts. My own district has been settled for a long time, 
for over 100 years. Should I, for that reason, have a better right 
to grow wheat than other areas which have better natural 
advantages for wheat growing, just because my great
grandfather started growing wheat before other farmers who
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started 50, 20 or even 10 years ago? It seems an odd kind of 
argument when you put it that way.

Tobacco
Farmer Coalition 16 March 1979

Before I became a Member of Parliament, I regarded the 
farmers in our district as fellow farmers and referred to them as 
such. But when I became a Member it did not take me long to 
refer to them as being part of the farming industry, or being 
more specific, as part of the wheat or wool growing industry. 
This certainly sounded more pretentious than simply calling 
them wheat farmers or wool growers, and being pretentious is a 
very important part of being a Member of Parliament.

But now that I am back on the farm again, I find that I have 
reverted to thinking of myself as a wheat and sheep farmer, not 
as part of an industry. I am reminded of the story of an 
American school mistress who was giving her class a lesson on 
the history of the American Indians. When she had finished she 
asked, ‘Has anyone in the class got any Indian blood in his 
veins?’ Little Tommy put up his hand. ‘How very interesting 
Tommy’, she gushed. ‘Which tribe?’ ‘It wasn’t no tribe, 
Maam’, Tommy replied, ‘It was just a wandering Indian!’

This tendency not to recognize that farms are worked by 
individual farmers has some queer side effects. For instance, at 
the recent Agricultural Outlook Conference, there was some 
discussion about the possibility of persuading the U.S.A. to 
remove her very damaging tariff against our wool if we were to 
lower our barriers against the importation of American 
tobacco. Some of us had heard an official attached to the U.S.A. 
embassy state that this was more than a possibility and, if this 
could be arranged, then the benefit to our wool growers would 
be considerable. But one of our officials at the conference 
pretty well buried the argument when he told us that the last 
time this was seriously discussed, the then Minister for Trade 
had said sourly that he was not going to sacrifice the small 
tobacco industry to benefit the huge wool industry. The 
enunciation of such unexceptionable sentiments was too much 
for the conference who were no doubt attracted to the picture
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of the gallant Minister standing guard over the tiny, weak 
tobacco industry, and holding at bay the great, strong, bullying 
wool industry. I admit that even I wiped a furtive tear from my 
eye when the official sat down.

It was only when I had returned home and was mooching 
along behind a slow mob of wethers, that I realized that the 
Minister had been talking nonsense. The wool industry is not a 
great big monolithic monster but is made up of a lot of sheep 
farmers rather like Fred and me. And it is nonsense to talk of 
not sacrificing the tiny tobacco industry to the huge and pros
perous wool industry. Rather, we should be examining if it was 
worth risking the welfare of 90,000 woolgrowers to safeguard 
the prosperity of 1,000 tobacco growers.

Last year I asked Eccles to find out what it was costing 
Australia in direct subsidies and forgone excise revenue to 
protect tobacco growing in Australia. The most recent figures 
he could get were for 1972-73 and these showed that in that 
year it cost the taxpayers $1,334 for each hectare of tobacco 
grown, in the payment of one form of subsidy or another.

I have read a recent Bureau of Agricultural Economics 
article which says that, in addition to the assistance to the 
tobacco grower I have already mentioned, tobacco growing is 
now so profitable that it has been found necessary to issue 
quotas to tobacco growers. If you haven’t got a quota you 
cannot grow the stuff. And the B.A.E. says that if a grower can 
get such a quota, the value of his property will be increased by 
an average of $27,000, so the right to grow tobacco is rather 
valuable.

The picture we have in our minds of the poor poverty 
stricken tobacco grower gets further blurred when you look at 
the B.A.E. figures of turnover per farm. These show that 6 per 
cent of the cereal/livestock farmers had a turnover of over 
$100,000 per farm, while the corresponding figure for tobacco 
growers was 5 per cent. It would be even more interesting to 
see the figures for return on capital.

Fancy being paid $1,000 per hectare each year not to grow 
tobacco— which is the idea I am promoting! Fred is now scour
ing Australia, trying to buy a tobacco farm. But it has to have a 
quota. I don’t think he can find the money. He is only a sheep 
farmer.
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E.E.C. Farm ing P olicy
Farmer Coalition 6 July 1979

Eccles always tells me that, when there was a butter bounty, 
most of the bounty money found its way into the pockets of the 
men who needed it least, namely, the biggest and best dairy 
farmers who produced the most butter. He says that, if we 
really want to help the poor dairy farmers, we should make a 
direct payment to them instead of spraying money around 
encouraging the big farmers to produce even more butter to 
add to our problems.

This lesson does not yet seem to have been assimilated by the 
countries in the European Economic Community. The justifi
cation for their very expensive (to them) and damaging (to us) 
Common Agriculture Policy (C.A.P.) is that it is thought to be 
essential that European agriculture be kept healthy and 
flourishing so that the farmers will be there to fall back on if 
war came again. The lessons of the past loom large in their 
minds. They remember how Britain had to rely on home grown 
food during the war. ‘We will never let our agriculture run 
down again,’ they say. ‘We must subsidize farming though it 
damages us as well as our trading partners. It is true that doing 
so is costing the E.E.C. about $A11,500,000,000 a year, the 
lion’s share of our budget, but we must do so in order to have a 
healthy agriculture in case of war.’

Years ago, the British used to justify subsidizing farming 
because farmers and farm workers were regarded as superior 
cannon fodder and could be depended on to rush to the colours 
in time of war. But I have not heard this argument put forward 
in these days of black box warfare.

If the reason for pampering European farmers is to have a 
healthy agriculture on which to rely in a future crisis, the result 
has been an expensive failure. It has encouraged their farms to 
remain an uneconomic size and in many cases has induced their 
farmers to grow the wrong crops. Their farming would be far 
more resilient and better able to meet future challenges if it had 
not been coddled and so made unhealthy.

When I pointed this out to an English farmer friend of mine, 
he admitted that I was right but countered by saying that in the
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past we had done the same with dairying and were busy doing it 
with citrus now as well as with many secondary industries. Any 
government action that delays the inevitable though painful 
adjustments, damages those very industries that governments 
are trying to help. My friend admits that, though European 
farming is superb at its higher levels, it is unhealthy at its lower 
levels. And, looking rather shamed-faced, he admits that it is 
the gradual realization of this fact that will destroy the C.A.P. 
in the end. Its staggering expense will be seen to be giving the 
wrong result in making its farming sicker instead of healthier.

But my friend hopes that this lesson will not be learnt until 
he has swanned around the world for the last time. For he is a 
big farmer and so gets the lion’s share of the money that is 
supposed to keep the small uneconomic farmer going.

Petrol for Farmers
Farmer Coalition 23 November 1979

As Mavis and I stand quietly on the banks of the political 
stream watching the torrent of events and words go hurrying 
past, Mavis is always looking for some cause to come bobbing 
by which I could adopt as my own, to carry me back into 
parliament. Mavis wants this more than I do; my life is full 
enough, keeping one bound ahead of the banker with Fred 
chewing my ear. But Mavis yearns for times past, when she was 
treated with an outward show of respect when she attended 
functions as the Member’s wife. She loved sitting on the plat
form, fondling her posy of flowers and looking benignly down 
on lesser ladies in the audience. She always had ready an 
especially thin smile for the wives of my State parliamentary 
colleagues if she was placed above them in the peck order. And 
always there loomed the fond hope that some day, somehow, I 
might be made a minister and so get a State funeral in the end.

For a while I was attracted to the cause of less government 
intervention. This is becoming increasingly popular as we all 
see how disastrous government intervention has been. But 
when Mavis discovered that Eccles was keen for me to die on 
that barricade, her enthusiasm quickly evaporated. ‘If  Eccles is
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for it, I am against it,’ she said firmly. ‘Look what happened 
when he pushed you into the tariff battle. You would have been 
a minister by now if it wasn’t for that wretched man, instead of 
having to work for your living.’ So I had to let the fair cause of 
less government intervention go bobbing out of sight.

Then one day a really exciting and imposing craft came 
cruising by; indeed it looked like a floating band wagon. Its 
name, ‘Cheap Petrol for Farmers’, was proudly emblazoned on 
its side. Its crew were a mixed lot. There were some light
weight politicians, some farming industry leaders on the make, 
a few Freds to do the stoking and some really smartly dressed 
gentlemen.

When Mavis saw this imposing craft she tried to push me 
into the water to make me swim for it. But I was unwilling to do 
this; I was frightened that, when I reached it, those already 
there might stamp on my fingers as I tried to clamber aboard. 
But I agreed to Mavis calling a meeting at our place a week 
later so that we could form our ‘Cheap Petrol for Farmers 
Party’. About fifteen people turned up. The local fuel agent 
was the first. He came in a large car with a gleam in his eye. 
There were some farmers and other local identities. Fred was 
there too but he sat well back. I couldn’t help noticing that 
everyone came in separate cars, instead of giving one another a 
lift.

Mavis moved quickly and I was made president. She thought 
that this was better than chairman. Then we drew up a mani
festo spelling out the reasons why farmers should get cheap 
petrol. We said that we were entitled to special consideration 
because we produced the exports that were essential to the 
country’s survival and we only did this because of our noble 
natures, not because we were activated by a mean motive like 
money. Then there was a bit about having to take our kids to 
school and how cars were necessary to get to the doctor. Past 
experience has taught me that a touch of sentiment is desirable 
when preparing political platforms.

The doctor rather spoilt things by asking where he fitted into 
the scheme of things and then the undertaker asked rather 
plaintively if his too wasn’t an essential service. ‘Particularly 
State funerals’, he added with the low cunning typical of the 
man. But the fuel agent quickly came to our rescue. ‘Just you
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leave those little details to me’, he said quietly. ‘You get the 
cheap petrol into the district and I will soon share it around.’ 
He would too, he is a smart man.

We then arranged to meet a week later and everyone went 
away, each in his own car. But Fred stayed behind and I could 
see that he had something on his mind. He took me aside and 
gave me a real lecture. ‘My advice to you is to keep this silly 
idea away from Eccles,’ he said grimly. ‘He would shoot the 
whole idea down in flames. You know, and I know, that we 
farmers have used petrol carelessly in the past because it was 
cheap. And you know that the only way to stop us doing this is 
to make petrol dearer. You can lecture us till you are black in 
the face and we will clap like mad at the end of your speech, 
then we will go away and do what the price signals tell us to do.’

I have a sinking feeling that Fred is right. I know that I use 
petrol carelessly. And I know too that, if farmers get cheap 
petrol, it will be impossible to stop it being sold on the black 
market to our non-farming friends. But how am I going to 
explain this to Mavis?
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2 Trade Barriers (General)

There are three ways in which a government can deliberately 
encourage secondary industry development in Australia. The 
most common way is to impose a customs duty or tariff on 
imported goods, enabling the local producer to increase his price. 
This encourages him to produce in Australia. Encouragement 
can also be given to a local producer by paying him a bounty from  
consolidated revenue for each article he produces. The third 
method of helping local industry is to allow the importation of a 
certain number of a particular kind of imported goods; this 
limited amount is known as the ‘import quota’.

Until 1974, the Tariff Board had the responsibility of advising 
the government how best to protect Australian industry. Then the 
responsibility was given to the Industries Assistance Commission 
(I.A .C .). This body only gives advice to the government; having 
received that advice the government makes the decisions.

Every one admits that, in economic affairs as in other walks of 
life, there is no such thing as a free feed; some group will always 
have to pay for the advantage given to another group. It is the 
exporters who carry the cost o f protection if tariffs or quotas are 
used, taxpayers pay for bounties. In 1979-80 they paid $61.5 
million in bounties to secondary industry. The cost of tariff and 
quota assistance is a lot harder to estimate accurately. In the 
middle seventies the cost was about $4,300 million a year, and in 
1980 the figure was over $6,000 million. This figure is open to 
much argument but there is no doubt that the cost is high. Fred
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says that he is less interested in hearing about the difficulty of 
measuring the weight of the wagon as he is in the fact that the 
wagon wheel is crushing his foot!

Tariff protection used to be a lively political question years ago 
but it had ceased to be so when I  entered parliament in 1958. 
Because of my father’s past membership of the Tariff Board, and 
with his urgent encouragement, I  took a morbid interest in the 
subject. I  made many speeches on tariffs and acquired the ability 
to empty the House quicker than any man I  know. Gradually, as 
the electorate became better educated, and because it became 
increasingly obvious that the tariff burden was gravely handi
capping our most efficient industries, it became accepted by 
almost every one except the economic troglodytes that trade 
barriers ought to be lowered. The question now is, when? The 
government makes brave noises about doing something soon, then 
it gets cold feet. It reminds me of a penitent kneeling at his bedside, 
asking the Lord to make him better, but not yet!

Tariffs paid by Exporters (1)
Member Coalition 16 July 1976

Eccles has been in one of his mean moods lately. He complains 
that I haven’t been doing him justice in the way I present his 
argument that the burden of tariff protection is carried by 
exporters. ‘It’s just not good enough to say glibly that all 
economists know that this is the case’, he growls. ‘That’s true 
enough, all economists indeed recognize that there is no such 
thing as a free feed and that someone has to pay the price of 
tariffs and the person who does the paying is the exporter. But 
it’s not enough just to say this, you have to explain to people 
like Fred and Mavis, and in words of one syllable. You must go 
over it again so that he who runs may read.’ So here we go.

Even Fred can see that he pays the cost for tariffs imposed 
on things he buys, such as weedicides and agricultural machin
ery, because the tariff on these goods is put on solely to make 
the imported goods dearer so that Australian goods can be sold 
at a higher price. Fred doesn’t have to be an economic genius to 
see that he pays the price for tariffs on the materials he uses.
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But it is harder for Fred to see that the cost of the tariff on all 
the things he doesn’t buy is paid by him also. Even the tariff on 
brassieres is paid by Fred and his fellow exporters, though 
Fred is certainly not the kind of fellow who wears brassieres. A 
tariff on brassieres gets built into the cost of living because 
clothing is a cost-of-living item. So brassieres get dearer as the 
tariff on brassieres is increased and so the cost of living rises a 
little. And the tariff on sheets, on cars, on paint, on anything at 
all, gets built into the cost of living and so increases Fred’s 
costs directly because everything he buys is made dearer.

Tariffs make everything that everyone else buys dearer but 
these other people can recover the increased cost by passing 
them on to the man next down the line. For instance, if 
brassieres become dearer and the Costs Price Index (C.P.I.) 
goes up, wages automatically increase to compensate, so the 
wage earner doesn’t pay for the increased tariff. Nor does the 
plumber who is working for himself, because he and all the 
other plumbers will be able to put their charges up because 
their costs too have been increased. So up goes the price of 
plumbing, retailing, medical services, and all the other goods 
and services. They all rise until they reach Fred, the exporter. 
His costs rise too, but the merchant in Europe who buys Fred’s 
wheat, wool or meat isn’t moved when Fred complains that his 
costs have risen. ‘How very sad, Fred’, you can hear him say. 
‘But I can get my wheat for less in Canada so why should I pay 
you more?’

So Fred and all other exporters pay the price for tariff pro
tection for other industries. They don’t do this because they are 
noble or nice, or because they are prepared to sacrifice them
selves on the Australian economic altar or anything like that. 
The poor sods pay because they have to, because the company 
making brassieres, or something else, has kidded the govern
ment that there is such a thing as a free feed.

But Eccles says there is another side to the tariff burden, 
there is another price the exporter pays. Eccles says that every 
action that prevents the importation of goods and services by 
imposing tariffs or import quotas, has an automatic influence in 
discouraging exports. It does this by placing greater pressure 
on the exchange rate, tending to move it in such a way as to 
discourage exports. ‘If the government makes importing
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harder, it makes exporting harder also’, is Eccles’ mournful 
cry.

Now it is important that Fred doesn’t get to know what is 
happening to him—that he doesn’t find out that he is paying for 
the free feed which the brassiere maker or other people are 
seeking. Fred and other exporters have been feeling the burden 
of increasing costs to be an almost impossible load lately. Even 
the increased weight of another brassiere would just about 
break Fred’s bent back, it that’s where he would carry it. So if 
one day you find Fred burning brassieres it won’t be because he 
is liberated, it will be because he is sick of the burden he bears.

Tariffs paid by Exporters (2)
Member Coalition 12 November 1976

When I am talking to secondary industry leaders, I find it hard 
to convince them that the cost of tariff protection is borne by 
exporters. Most of them are too well educated these days to 
believe, as did many once, that tariff protection is costless; that 
there is indeed such a thing as a free feed. But many of them 
think that the cost of tariffs is carried by the community in 
general and not by the exporter in particular, as Eccles claims. 
Indeed, they sometimes get quite hurt when I protest that my 
exporter farmers are not in a position to carry any extra 
burdens. ‘Of course not. We wouldn’t dream of asking them to, 
my dear fellow’, some of them say. ‘The tariff cost is carried by 
everyone. The claim that the exporter pays is only an Eccles 
theory—it’s only an academic argument.’ And they usually 
round off their protestations by claiming that they understand 
the farmers’ point of view because they either have a farm of 
their own, or have an uncle who is a farmer, and they used to go 
there for their school holidays. I have even seen them doing a 
bit of furtive dabbing of eyes with handkerchiefs to demon
strate their earnest attachment to the man on the land.

These industry leaders were so eloquent about their regard 
for farmers and so certain that it is only an Eccles theory that 
the exporter carries the tariff burden alone, that I became a bit 
uncertain and went to find someone who would confirm what 
Eccles says.
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The first person I met was Fred. No one can claim that Fred 
is a theoretical academic living in an ivory tower. When I asked 
him whether he thought that Eccles was right, his response was 
quick and angry. ‘I’m not certain if Eccles is right or not’, he 
snapped, ‘but one thing I do know and that is I am going broke. 
And it’s not because the price of what I produce is falling but 
because my costs of production are increasing all the time. And 
as the tariff increases these costs, then I guess that because I 
am an exporter I am carrying my share of the tariff burden. But 
go and talk to some other economist, not Eccles, he gives me a 
pain in the neck.’

So I went to the library and read again the Brigden Report* 
which, way back in 1929, spelt out the effect of tariff protec
tion. The Committee’s conclusions are summarized in one of 
the standard economic text books written by Samuelson, 
Hancock and Wallace. I quote:

The Committee undertook the important task o f tracing out the 
effects o f the tariff on prices and costs. It recognized that the 
‘direct’ effect on prices generated a series o f  ‘secondary’ effects, 
as different groups adjusted their prices and incomes. By compar
ing actual and free-trade prices, it estimated the excess cost o f  
protection at £36  million. (T his was 1929.) It was unlikely that this 
burden rested on wage-earners: the adjustment o f  wages for 
changes in the cost o f living meant that higher prices for wage- 
earners were passed on to employers. But employers in turn 
protected them selves by raising prices. W here, then, did the 
burden come to rest?

T he Com m ittee’s answer to this question was that the burden 
was borne mainly by those who could not adjust their charges so as 
to escape it. T hese producers were to be found in the ‘unsheltered’ 
industries, i.e. those exposed to the full force o f  foreign com peti
tion. The most important by far were the primary-producing 
export industries.
So it isn’t just an Eccles theory. The awful truth is that the 

tariff burden is indeed carried by exporters. Be they rural, 
mining or secondary industry exporters, they pay the estimated 
$4,000 million annual consumer subsidy inherent in tariff 
protection.
* Brigden, J. B. and others. The A ustralian Tariff, A n  Economic Enquiry, 

Melbourne University Press, 1929.
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It may be that the mining and secondary industry exporters 
are able to carry their share of this burden. But they should be 
warned that it is likely that they will have to carry the farmers’ 
share of the burden also, because, as the Bureau of Agricul
tural Economics points out, the farmer’s real income is 
decreasing by at least 20 per cent per year. And if this continues 
(as seems likely) then the others, the miners and the secondary 
industry exporters, will have to pick up and carry the farmers’ 
load when the farmers can carry it no longer.

Eccles says that secondary industry leaders are not the only 
ones who labour under the delusion that the cost of the tariff is 
borne by the community in general and not by exporters in 
particular. He thinks that some politicians seem to think so too. 
That explains the apparent indifference of the National 
Country Party Members to the tariff problem.

The Cost o f Protection
Member Coalition 12 August 1977

Eccles has been plodding after the tariff hare for years now and 
latterly I too have been wandering after it in a desultory 
manner. Only those who have been engaged in a similar exer
cise will know the infinite labour entailed in doing the 
measurements of the cost of protection. Since electronic calcu
lators have come in the task has been made a little easier, but 
even with these, measuring the cost of protection has been an 
awful burden. But now the Industries Assistance Commission 
(I.A.C.) is doing the measurements for us and Eccles and I want 
to record our gratitude.

Let me give some examples. Eccles has been nagging me for 
years about there being no such thing as a free feed and that 
someone always has to pay for tariff protection to any industry. 
But the problem has always been to measure the cost of the 
feed that some people long ago used to think was free. It was a 
considerable break through when Mr Henderson, the highly 
respected director of the Chamber of Manufactures, that 
prestigious group of secondary industry statesmen, admitted 
that there was a cost of protection. I quote him yet again with
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gratitude and approval: ‘I fully accept the I.A.C. argument that 
the consumer must pay for tariff protection. There is no 
question about this. I will also accept the arithmetic that the 
cost is around $4,300 million annually.’

It is one thing to say that the total burden weighs about 
$4,000m but it is another to break it up into its component 
parts. This is what the I.A.C. has been doing recently. It told us 
some years ago that the cost of protecting the car industry in 
1976 was $400m and undoubtedly the cost is far higher now— 
at least $500m. Now it has told us that the cost of protecting the 
textile, garment and footwear industries has been about $800m 
per year. But that figure is a year old and the figure is certainly 
higher now—around about $l,000m. So we can see that Mr 
Henderson’s $4,000m is likely to be an underestimate when the 
other heavily protected industries are also put in the balance.

Another interesting figure of the estimated cost to the 
average household to protect the textile industries is about 
$200 each year for each family. That’s the kind of figure that 
even Fred can understand, though I don’t think he will like it.

When I first became interested in tariffs I used to believe 
that, if Eccles exposed the economic facts of life so that he who 
runs could read, people would accept the economic logic of the 
argument, and so right would triumph. Long and bitter 
experience has taught me that this is not necessarily so—right 
does not automatically triumph, not in the short term, anyway. 
But it probably will in the long term if I live till then.

The people who dislike the figures the I.A.C. has given will 
abuse the I.A.C., the system, Eccles and even me, and this will 
make them feel better. But unless they can knock the figures 
out at the next I.A.C. hearing, economic logic will win in the 
end. And indeed it is in the process of doing so. For instance, 
when the I.A.C. Report was released, Mr J. E. Baird, the 
managing director of Onkaparinga Textiles Ltd said: ‘I think 
we are all learning to live with the fact that tariffs won’t con
tinue forever and that the industry has to gear itself to living 
with that sort of situation.’ So people are learning to accept the 
inevitability of change, even if they don’t like it.

Australians in general and exporters in particular owe the 
I.A.C. a debt of gratitude for doing their measurements so 
fearlessly.
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Farmer
Back to the Farm
Coalition 21 January 1978

I suppose this article could also be entitled ‘A Worm’s Eye 
View’ because things look rather different from the grass roots 
level than they used to from the Olympian heights occupied by 
Federal Parliamentarians. When I was Fred’s Member he was 
always moaning about his rapidly escalating farm costs and I 
used to respond by giving him little lectures about looking on 
the bright side or comforting him by saying that he was suffer
ing for the good of the nation. Then Eccles began educating us 
about the size of the tariff burden which exporters have to 
carry, pointing out that exporting farmers are subsidizing 
secondary industry by at least $2,000m a year. But I admit now 
that this all seemed a little theoretical and though I was sorry 
for Fred in a detached kind of way I didn’t worry about it as 
much as I should have.

But things look different now that again I have to wring a 
reluctant living from the land. I can now understand why Fred 
used to get so sour. You remember the verse:

The toad beneath the harrow knows 
Exactly where each toothpoint goes;
T he butterfly upon the rose 
Preaches contentment to the toad.
My trouble is that this toad now knows what he didn’t know 

before he became a Member of Parliament. Then I used to 
think that rising costs were an affliction from on high, like 
droughts or floods. This didn’t make me like cost increases, but 
because I thought they had natural causes I used to get more 
hurt than angry about them. But now I know that at least 
82,000m of farmers’ costs are caused by the tariff so I get angry 
as well as hurt. And now I can understand why Fred takes such 
a jaundiced view of politicians who mouth endearments to him 
at election time but who clobber him with tariffs for the next 
three years.

Because Eccles has taught Fred and me about the size of the 
tariff burden we bear, we now get mad as well as sad, and it 
hurts a great deal more to know that it is a burden deliberately 
imposed by a government that says it loves us. Even more hurt
ful is the knowledge we now have about the size of the tariff
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burden which has been weighed by both the Industries Assis
tance Commission (I.A.C.) and the Australian Woolgrowers’ 
and Graziers’ Council (A.W.G.C.).

I think the main reason why the high protectionist lobby hate 
the I.A.C. as they do, is not only because the I.A.C. spells out 
the position fearlessly, but chiefly because they have had the 
nerve to measure the weight of the tariff burden. There was a 
time when the high protectionists used to kid themselves and us 
that the tariff burden was weightless, that there was indeed 
such a thing as a free feed. Most of the people who used to 
think that way have died off by now. Now the high tariff lobby 
takes refuge in saying that measurements of the tariff are so 
imprecise as not to be credible.

This is where Fred and I would like to be heard. We will 
cheerfully admit that measuring the weight of the tariff burden 
is far from easy and it is certainly beyond our competence. But 
both the I.A.C. and the A.W.G.C. have measured it, and, what 
is more, have spelt out their methods of doing so. If  the high 
protectionists do not agree with the methods these groups have 
used, we suggest that they get busy and do their own measure
ments. They should remember that even their own officials 
admit that the tariff imposes burdens on export industries. 
Surely it is only proper that we should know the weight of the 
burden.

Fred says that if your foot is being crushed by a wagon wheel 
it is no comfort to be told that it is difficult to measure 
accurately the weight of the wheel. What really interests you is 
that it is crushing your plurry foot. Both Fred and I are sick of 
being told that we should not worry about the weight of the 
tariff burden just because it is hard to measure it exactly. I used 
to take refuge in that kind of excuse when I was an M.P. but 
now this toad knows exactly where each tariff toothpoint goes.

Boatbuilding
Member Coalition 2 December 1977
Some readers of my column have been critical of Eccles and me 
when we claim that the tariff burden is both real and big. ‘All 
this talk about $4,300 million tariff cost is only an economic 
theory’, they say. ‘Only academics really believe that tariffs 
impose a cost on other sectors of the economy.’
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Fred gets angry when he hears this kind of talk. Once upon a 
time he thought that a tariff was the charge for bed and break
fast in a hotel in the city. He knows differently now and I 
suggest that some of the high protectionists try telling him that 
the size of the tariff burden is all in his mind or is a creature of 
Eccles’ twisted economic theories. Fred used to enjoy being 
angry about tariffs, but not any longer. Now, with the meat 
very close indeed to the bone, with costs overtaking any small 
increases in the prices he obtains for his products. Fred says it’s 
about time that other Members of Parliament who claim to 
represent farmers in parliament came to the assistance of 
Eccles and me in our efforts to get the tariff burden lightened 
just a little instead of being increased all the time.

Still, in spite of all Fred’s urgent admonitions and Eccles’ 
acid arguments, I sometimes wonder privately if Eccles isn’t 
getting me in a sweat about something he’s just thought up. But 
when I start thinking in this fashion, along will come some 
factory owner who claims that his profitability and employ
ment-giving opportunities are being diminished by the opera
tion of the tariff system. He will point out that he is the user of 
some heavily protected raw material, the cost of which is made 
a great deal dearer by the tariff. ‘If  only I could buy my raw 
materials cheaper,’ I often hear him complain, ‘then I could 
compete with imports. Please do what you can to get the tariff 
of my raw materials reduced then I will be able to compete with 
imports and so employ more people.’ Unfortunately he almost 
always adds the rider that he would be grateful if I didn’t 
mention his name or circumstances when pressuring the 
government on this question. ‘It isn’t really that I’m fright
ened,’ he says, ‘but I like to keep in with the good and great in 
the government. Besides, the Chamber of Manufactures don’t 
like it if someone steps out of line. And I have to buy and sell in 
the market and people become rather nasty if I get out of step. 
So do what you can, old man, but please don’t use my name or 
let the media know the details of my case.’

So it was with some interest and relief that I saw the ‘Four 
Corners’ T.V. programme on 19 March 1977, in which a 
boatbuilder spelt out the damage to his business of the tariff on 
fibre glass and other boatbuilding materials. His employment- 
giving opportunities had been damaged by the much vaunted 
tariff system which is said to do the exact opposite. I quote
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from the script supplied by the Australian Broadcasting 
Commission:
Boatbuilder: ‘The main problem really is the duty on the

imported material against the duty on the imported boats. 
For example, we are paying an average rate of about 40 per 
cent on our raw material. Yet you can import a completely 
built up boat for about 15 per cent duty. So this makes it 
almost impossible to compete.’

John Temple (interviewer): ‘Why do you use imported
material?’

Boatbuilder. ‘The Australian material is still more expensive. 
For example, fibre glass. We are paying an average of 20 per 
cent more for Australian material so it is still cheaper to 
import than use Australian.’

John Temple-. ‘It sounds as though you are telling me that the 
Australian tariff structure is going to be the end of the 
Australian boatbuilding industry.’

Boatbuilder. ‘Exactly. They changed the Tariff Board to the 
Industries Assistance Commission and I don’t really know 
what industry they are assisting. They are certainly not 
assisting us. We would have an advantage over imports if 
they abolished all tariffs. If there was no tariff on boats or 
imported material we would have an advantage over the 
importers. So something has got to happen or we will just 
have to give it away.’
Now if Eccles or I had written that, mean-minded little men 

would have said it was economic theory. But it isn’t. It is the 
poignant plea of a battler trying to make a crust, competing 
against boatbuilders in other countries where the boatbuilders 
are not weighed down with tariff burdens; burdens which are 
designed to help but which more often hurt the secondary 
industries they are said to serve.

Tariffs and Em ploym ent (1)
Member Coalition 24 September 1976

On 15 April 1975 one of our more inane Members of Parlia
ment asked the then Treasurer, Dr Jim Cairns, that if printing 
a little bit of money helped to lessen unemployment, why
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didn’t he print more of the stuff and get rid of the problem 
altogether? Dr Cairns startled us all by replying that was 
exactly what he had in mind. The utter awfulness of that 
answer seemed to mark the beginning of the decline of all 
economic responsibility until, too late, Bill Hayden* tried to 
bring the economic ship round before it hit the rocks of ruin.

The behaviour of some of our more primitive people today 
reminds me of that answer by Jim Cairns. Ask these people: ‘If 
a little increase in tariff protection would bring about a small 
fall in unemployment, why not have an even higher tariff and 
get rid of unemployment altogether?’ and they would probably 
reply, like Dr Cairns, that that was a splendid idea and was 
exactly what they had in mind.

Dr Cairns was talking economic nonsense and they would be 
too. Everybody with any economic understanding knows that, 
though employment may be increased in a particular industry 
by increasing the tariff, yet the gain in employment would be at 
the expense of employment in other industries. Perhaps 
employment would be lost in industries using the protected 
product which has been made dearer; perhaps it would also be 
lost in the export industries which have to pay the price of 
protection in the end. Their employment opportunities would 
be limited by having their production costs increased by the 
increased tariffs.

Anyone with any economic training knows this and Eccles 
has even been able to belt it into the brain of a Modest Member. 
But when economic illiterates talk about tariffs creating 
employment, too few people publicly clobber them for talking 
nonsense, and the reason for this is easy to understand. It’s a 
simple matter for a Member of Parliament to thunder elo
quently and angrily if an industry in his electorate is not getting 
enough tariff protection; he will be able to point an angry 
fmger at the Minister and with a sob in his voice will talk about 
the poor unemployed people being flung onto the scrap heap 
and so on.

If he is a smart sod, he will arrange for his local television 
station to come down to the factory gate on a cold morning and
* Mr Hayden followed Dr Cairns as Treasurer in the Labor Government and 

is at present Leader o f the Opposition.
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show the closed factory gate with a woman in an apron with 
three barefooted children at foot. She will wipe her eyes and 
ask with a faltering voice: ‘How can a government do such a 
cruel thing?’ And then she will burst into tears.

You can imagine what an impact that kind of programme will 
have on the public! But the employment which would be lost in 
the user or export industries cannot be pinpointed, there would 
be no television pictures of them because they are spread thinly 
throughout the country. Perhaps the damage will occur in the 
form of employment foregone—employment that would have 
happened if the cost increase had not occurred. But you can’t 
take photos of people who are not yet employed.

Or perhaps the unemployment effects will be caused by 
retaliatory action taken by other countries that have been 
damaged by having their goods kept out of our country by the 
tariff. For instance, the Philippines have recently taken retalia
tory action against our exports to the Philippines because of 
the restrictions we have placed against Philippine textile 
exports to Australia. But we exported about four times as much 
to them as they did to us, and much of our exports were dairy 
products. No one seems to worry about the adverse effects on 
the dairy industry. It is hard to photograph this kind of damage; 
it isn’t as though they were shooting the unemployed cow- 
cockies! Evidently you have to shoot somebody or something to 
attract attention.

Eccles is always eager to edge me into the tariff firing line, 
but it isn’t a pleasant place to be, particularly in parliament 
these days. It is all very well to propound pure economic logic 
but it is hard to match a Member of Parliament beating his 
breast with the unemployment wind behind him. It is true that 
Eccles and indeed everyone with any economic understanding, 
knows that I am in the right but there are not enough of these 
about for comfort.

Tariffs and Em ploym ent (2)
Farmer Coalition 3 March 1978

Last week we discussed ways to try to make a Member of 
Parliament face up to the tariff question. I pointed out that it
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was absolutely necessary to get a good tight grip of his ear and 
to hang on like blazes as soon as his footwork started to dazzle 
the audience. That is the time to say loudly, even rudely, that 
you demand answers to your questions and not a smart display 
of the side-ways shuffle. And you must have others in your 
group ready to chip in with an irreverent interjection or two. 
Your friends will be a bit nervous about behaving like this, as 
they are probably like you used to be, namely quiet, retiring 
gentlemen. But you know, and I hope that they also know, that 
the tariff burden will be the end of half of us unless we can get 
at least some of it lifted from our backs. So the time for being 
nice to Members of Parliament has gone.

One of the ways your Member may try to escape your grip 
on his ear is to claim that tariffs are necessary because they 
create employment. If he tried to escape through that bolt-hole 
you should complain to the chairman that the Member is talk
ing nonsense and that you can prove this either now or later.

What happens then will be up to you and your supporters 
but you must be ready with some facts and figures in case you 
get a chance to use them. You should have handy the following 
table which shows quite conclusively that the percentage of our 
workforce employed in secondary industry has been falling 
steadily since 1921, as has the employment in primary industry. 
This is the same picture that appears in all developed 
countries.

Percentage o f W orkforce em ployed in Sectors in Australia
Census

year
Prim ary

Production
M anufacturing

Industry Tertiary
1911 29.9 28.7 40.3
1921 . 25.8 31.2 42.0
1933.' 22.2 23.2 42.2
1947 17.3 26.0 49.5
1954 15.0 27.8 55.1
1961 12.1 27.0 55.4
1966 10.6 27.0 62.4
1971 8.8 23.2 67.1
1975 6.7 21.4 69.8

I suggest that you cut out this table and put it in your wallet. 
It makes nonsense of the claim that only secondary industry can
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employ our people. Indeed about half of secondary industry 
does not depend on tariffs and the employment opportunities 
in this group are hindered and not helped by the tariff. For 
instance, Eccles has always claimed that B.H.P. would be much 
more competitive with overseas steel makers if their cost struc
ture was not adversely affected by the tariff. So you can 
properly claim that the employment opportunities in the 
economy in general, and in secondary industry in particular, 
are hurt rather than helped by the tariff.

You can also truthfully argue that the lavish protection given 
to some industries has not helped employment in those indus
tries. For instance, the car industry is being protected both by 
tariffs and quotas so that it is hung like a great albatross around 
the neck of the economy, yet employment in the industry con
tinues to fall. New car registrations in 1977 were 561,468 
compared to 603,000 in 1976. This was the fourth successive 
fall in a row. The reason is that cars have simply got too expen
sive to buy.

I used to be a member of the Automotive Industry Council 
and we used to meet in Canberra every few months. Each meet
ing began, not with hymn and prayer as at a devotional 
meeting, but by wailing at the wall by almost everyone who 
wanted even more generous treatment from the government. 
So the trade barriers went up and up, as did the price of cars so 
the demand fell steadily as did employment. I suppose the next 
thing the Council will want from the government is a law 
compelling people to buy cars, whether they want them or not.

I am told that the same thing is happening in the textile and 
clothing field. Australian-made clothes have now become so 
dear because of the lavish protection afforded the industry that 
people are naturally making their clothes last longer, or are 
travelling to Singapore to buy clothes. Certainly many more 
people are making their own clothes. The next thing the 
industry lobby will want is for the government to pass a law to 
make people buy more clothes.

So if your Member takes refuge in the spurious argument 
that tariffs are necessary to create employment, you clobber 
him with a few facts. When he talks that kind of nonsense, twist 
his ear like blazes.
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Tariffs and Secondary Industry
Farmer Coalition 26 May 1978

Ever since 6 April 1978, when I heard the Prime Minister in a 
radio interview say that without tariff protection we would 
have no secondary industry at all, I have been trying to forget 
that I heard him say it. After all, he was my leader once and he 
is a powerful Prime Minister now, able to make me Ambassa
dor to Outer Mongolia, where Mavis longs to go. So the temp
tation to pretend that I hadn’t heard him is hard to resist. But 
someone has to point out the error of his ways, and the poor 
Labor Party Opposition is hopeless, so I suppose I must do my 
duty, painful though it be. And, to tell the truth, I don’t really 
want to go to Outer Mongolia. It is Mavis who is pushing to go 
there.

The Prime Minister has said many quaint things about 
tariffs. I don’t mean his lectures to the rest of the world 
because of its wickedness in putting barriers in the way of our 
trade at the same time as he is busy erecting high tariff and 
quota walls to keep the world’s goods from coming here. Nor 
do I refer to his very questionable attacks on the 25 per cent 
tariff cut, when almost every economist knows that it was not 
the tariff cut that did the damage to industry, but the currency 
appreciations and wage explosions that occurred at the same 
time. These and similar statements are defensible in a lame 
kind of way though I have heard no reputable economist try to 
do so. But rather do I refer to statements of the Prime Minister 
which no one would try to defend and which I guess even he 
tries to forget.

Typical of the latter group was his statement on 21 February 
1977: ‘Employers are tending to use machines rather than 
people in the productive process and if tariff protection for 
Australian industry was reduced, this trend would worsen.’ 
This display of primitive economic Ludditism made Eccles’ 
thin blood run cold, and Fred had visions of going farming 
again with horses to create employment.

Then there was the queer statement that we needed to have 
high tariffs because of the high cost of overseas freight, when
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everyone knows that our high freight rates give a considerable 
natural protection to our industry. So tariffs should be lower 
rather than higher as a result.

The latest statement by the P.M.—that without tariffs we 
would not have any secondary industry at all—is another 
example. He must know that 40 per cent of our secondary 
industry does not depend on tariffs at all. Some industries are 
just good at their task, others have natural advantages or 
natural protection such as that given by high shipping costs. 
There are examples without end, starting with food process
ing, building bricks, beer bottles and so on.

So we would have this 40 per cent of our present industry 
without any tariffs at all. But, in addition, this sector would be 
healthier because it would not be lumbered with the burden of 
carrying around the highly protected sector as they do now. 
Thus though our secondary industry would not be of the same 
composition as it is now, without tariffs it would be far bigger 
than usually thought.

Victoria had a high tariff since 1860, so you would expect 
Victoria to be far more industrialized at the time of Federation 
than was N.S.W. which was free trade until she joined the 
Commonwealth. But this was not so, the proportion of the 
State production from manufacturing was about the same in 
both cases. Victoria had more of the heavily protected indus
tries, such as textiles and footwear, but the cost of protecting 
these had to be carried by other industries, so these were 
weakened. In N.S.W. they did what came naturally and so did 
not burden their efficient industries by making them carry the 
weak ones. But the amount of secondary industry was about the 
same in both States.

It would be asking too much of a busy Prime Minister to 
expect him to know this bit of history. But this is no excuse for 
his saying that without tariffs we would have no secondary 
industry at all. He just cannot be as economically ignorant as 
that, when he is so wise about other things.

It is a great pity that it falls to my lot to have to point out the 
rather primitive gaps in his understanding about tariffs just 
when Mavis is desperately trying to get me posted to Outer 
Mongolia, but I suppose I must just do my duty.
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Twenty-five per cent T ariff Cut
Member Labor 4 July 1975

When the government made its across-the-board tariff cut of 
25 per cent in July 1973, Eccles pushed me out on the political 
limb and made me publicly support the government while we, 
the Opposition, in general, were critical. Now I find that the 
government is recanting on its tariff principles and there is a 
general tendency to assume that the cut was wrong. Eccles and 
I still think it was right.

The problem in 1973 was that Australia needed more 
imports. We had then a great demand for almost everything in 
Australia and prices were rising because demand had out
stripped the supply of goods. There were many reasons for this 
and one, of course, was the industrial strife that dogged us. 
The economy was booming and we were in a state of over-full 
employment. There were just not enough goods to go round, so 
a deliberate effort was made to increase the supply by 
importing.

There were two ways of doing this. One was to alter the 
exchange rate, to upvalue the currency which would make 
imports cheaper. The other way was to reduce tariffs by 25 per 
cent across the board. The government used both methods but 
it is the tariff reduction that has drawn all the criticism.

Both the exchange rate appreciations and the tariff cuts 
encouraged imports but it is estimated that the 25 per cent 
tariff cut had about the same effect on imports as a 4-5 per cent 
exchange appreciation. Yet since the government has been in 
office the currency has been appreciated by over 20 per cent. 
So the exchange rate appreciations would have had about three 
times the effect on imports than has the cut in tariffs. But 
because the tariff cut was visible for all to see it drew all the 
criticism.

We know that, in theory, we should have a floating exchange 
rate as advised so cogently by Professor Friedman, the 1976 
Nobel Prize Winner for Economics. If we did, we would not 
have to face all the trauma involved in a tariff cut. But even if a 
truly floating exchange rate* is not possible, and no one will
* For fuller discussion o f ‘floating exchange rate’ see chapter 7.
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tell me why it isn’t, then surely no one would argue that we 
could have left our exchange rate as it was in 1972. It is true 
that the rate doesn’t have to float, it doesn’t have to alter a little 
each day, but at least it has to change in a few large steps once a 
year or so, as the Australian currency situation changes in 
relation to the rest of the world. There just has to be a series of 
small changes each day, or a large traumatic change each year 
or so. The sum total of these changes, be they a lot of little ones 
or a few big ones, affects imports more than the tariff cut.

The tariff cut was blamed because imports compete with 
Australian production, yet the rise in wages has been far more 
significant in making our manufacturers uncompetitive with 
imports. For instance, if you look at the knitting industry which 
has been blaming all its ills on the tariff cut, you will find that 
the cut has been equivalent in cost terms to a rise in wages of 
between 6 per cent and 13 per cent. Yet the actual rise in wages 
between December 1972 and September 1974 was 60 per cent. 
(56 per cent for men and 73 per cent for women.) Giving 
women equal wages with men increased knitting costs in a way 
that has made imports much more damaging than tariff cuts.

I suppose that, looking back on 1973 with all the wisdom that 
comes with hindsight, it may have been better to have encour
aged imports by appreciating the exchange rate even more, 
about 4 per cent more in fact. Both methods would have been 
about equal in their effect, but there is no doubt that the cause 
of tariff reform has been damaged by the vociferous and 
illogical blame that has been fastened on it by industry leaders 
who have found themselves affected by escalating wage costs, 
strikes and inflation.

The tariff cut has been blamed because it is an easy weapon 
with which to beat the government. But that doesn’t make it the 
right one to use.

As the Brigden Report said in 1929:
T he most disquieting effect o f the tariff has been the stimulus it 

has given to demands for government assistance o f all kinds with 
consequent demoralizing effect upon se lf  reliant efficiency  
throughout all forms o f  production.
Eccles and I are unrepentant and still think the government 

was right in 1973. What’s more, we don’t care who knows it!
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Member
T ariff Pressure

Labor 19 July 1974

Eccles lives in an ivory tower in Canberra and he is always 
preaching the message that for the well-being of the economy 
we should concentrate on using our limited resources to the 
best advantage. To do this, Eccles says we should encourage 
those industries for which we have a natural advantage and 
discourage those which can only exist behind a high tariff wall.

At first I was indifferent to his blandishments and I only 
became interested in this dull and unrewarding subject when 
my rural constituents, most of whom are exporters, became 
aware of how they were being damaged by having to pay the 
costs of tariff protection because these are always passed on to 
exporters in the end. Then Mavis got into the act. She has 
never been quite sure what tariffs really were or why they 
mattered but when she found that my farmers wanted lower 
tariffs she too started to get on my wheel. So a lower tariff 
advocate I became.

For a while all went well. Lower tariff protection became 
almost respectable and I began to bask in my knowledge of the 
subject. And all the good and the great, the wise economic 
journalists and the omnipotent academics, suddenly discovered 
a newfound respectability in Eccles’ theories and he became 
intolerable. But now he is beginning to feel the cold wind of 
disapproval blowing about his ears, he is feeling the agony of 
having his theories nailed to the cross of action. And it hurts.

He has taken some comfort from the words of Adam Smith 
who in The Wealth of Nations long ago pointed out the 
pressures which need to be withstood by people who advocate 
lower protection . . .

The member o f Parliament who supports every proposal for 
strengthening tariff protection is sure to acquire not only the 
reputation o f  understanding trade, but great popularity and 
influence with an order o f men whose number and wealth render 
them o f  great importance. If he opposes them, on the contrary, and 
still more, if  he has authority enough to be able to thwart them, 
neither the most acknowledged probity, nor the highest rank, nor
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the greatest public services, can protect him from the most 
infamous abuse and detraction arising from the insolent outrage o f  
furious and disappointed monopolists.
So it was no surprise to Eccles to find that the hosts of the 

Philistines are gathering against him. They are gathering 
indeed, and to some effect. They came and smote the cause of 
righteousness when the Tariff Board Report on Electronic 
Components first appeared. They have since appeared in full 
force, led by the queer combination of Mr Hawke, President of 
the A.C.T.U., hand-in-hand with the spokesman for the textile 
manufacturers, and have made the government alter course yet 
again and hand out another generous dollop of protection to 
textiles. Now the Report on cars by the Industries Assistance 
Commission has appeared, full of economic wisdom, full of 
sound comments about how lavish protection has encouraged 
the unwise fragmentation of our car and component industries, 
and giving sensible solutions for the future. But though the 
economic wisdom of the Report is unexceptionable, neverthe
less there will be great pressure to water it down even though it 
recommends a readjustment period of seven years.

Eccles doesn’t like the cold wind of criticism and is dis
tressed to see his economic logic questioned, so he has retreat
ed in a huff to his ivory tower. As he drew up the drawbridge he 
was heard to mutter angry comments about cowardly politi
cians, and there were some parting admonitions for me to stand 
firm in the cause of righteousness and to smite the hosts of evil 
hip and thigh. ‘Right will eventually prevail,’ I think he said as 
he slithered up the stairs.

So here I am, left to carry the low tariff torch which Eccles 
has hurriedly dropped as it started to burn his fingers.

My comfort is that all sensible people such as the four wise 
men who wrote the Rural Policy green paper,* all the econom
ists who haven’t run to water, and thank heavens, my farmers, 
will be at hand to help me now that Eccles has shot through.

But it isn’t going to be easy—ask Adam Smith!
* Harris, Dr Stuart, Sir John Crawford, Professor Fred Gruen, Mr N. D. 

Honan. ‘Rural Policy in Australia’. Report to Commonwealth Govern
ment, May 1974.
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Tariffs to keep down Prices
Member Coalition 5 March 1971

Eccles is always charging around on his tariff hobby horse and 
this week he tried to drag me up behind him. It’s not very 
comfortable riding pillion behind Eccles. Not only does he go 
too fast, but I can’t see where he is going, and I get confused. 
And having to hold your bowler hat on with one hand isn’t easy 
with Fred throwing clods to make the horse go faster, and 
Mavis trotting along the other side, urging caution on me.

So I have had to tell Eccles, quite firmly, that although I am 
prepared to listen to his plea that we use lower tariffs to help 
keep down prices, I will do it in my own way and at my own 
pace. Both Fred and Eccles are disappointed with me, but I 
can’t help that. I am the plodding type.

Eccles is sure that there are several ways we could use lower 
tariffs to help keep down prices. He came back again to the 
Australian iron and steel industry. We have discussed before 
how this industry is held up as an example of success of the 
infant industry argument to justify tariff protection. I remem
ber pointing out then that the infant was now a giant heavy
weight that surely did not still need an infant’s nurture. But the 
milk bottle is still kept handy in case the heavy-weight wants a 
swig. It is true that Australian steel is competitive with steel 
which is imported duty free, yet a tariff is kept there. B.H.P. 
are very good at making iron and steel—no one contests that. 
But they are a monopoly, so there is no price competition from 
within Australia. If the iron and steel tariff wall were dis
mantled, prices would be kept down at least to import parity.

It is true that B.H.P. do not use all their tariff protection on 
their main lines, because they are good at making steel. There 
are many lines they do not make just because the demand for 
these sizes is small. Yet if a structural engineer wants, for some 
particular reason, to use these sizes, he has to go through the 
expensive process of fabricating it, when it would be much 
cheaper to import it in the ready rolled form. But if he does 
this, the import duty makes it unnecessarily dear.

In short, Eccles admits the validity of the infant industry 
argument, but thinks that when an infant gets as lusty as 
B.H.P., then the milk bottle should be put firmly away.
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Eccles has other ideas about using tariff reduction to keep 
down prices. There are many industries which have not been 
reviewed by the Tariff Board for some years and where the 
protection is inordinately high. The machinery section is a case 
in point. Here the duty is often as high as 55 per cent and the 
effective rate as high as 80 per cent. Manufacturers can give 
way to demands for increased wages with impunity, knowing 
that their increased costs can be passed on behind the shelter of 
a tariff wall that is unnecessarily high.

Eccles is trying to work out a way of denying tariff protec
tion to industries who pay over-award wages. It is an attractive 
idea and it would certainly help to keep prices down if we could 
do it. But it is not as simple as it sounds. I wish it were.

Eccles says that the government is going to make public its 
tariff protection guide lines. He is glad about this, but is 
desperately anxious that this policy statement should make it 
clear that high tariffs are a burden, not only on farmers, but 
also on secondary industry exporters, and that if we are to have 
sound development, we must use our limited resources where 
they will do the most good. It is true that sometimes this burden 
may be worthwhile, but always it must be measured and 
justified.

Fred takes a simpler line. He says that if I don’t get off my 
tail and get tariffs reduced, he will cut my liver out. I’ve got a 
lot of Freds in my electorate. I think I’ll ask Eccles for a loan of 
his horse.

Tariffs and the C.A.I.
Farmer Coalition 30 June 1978

As most of my readers are aware, Eccles is a mournful man, so 
when he came to stay with Fred wearing a wide smile last week
end, we were quick to enquire as to the cause. He explained 
that he was cheerful because there were signs in Canberra that 
the thinking part of the private sector was beginning to face up 
to the facts of economic life and to recognize at last that the 
policy of protection at any price was getting us nowhere at 
home and was making us look rather silly abroad.
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The event that made Eccles so excited was the report of a 
meeting of the Confederation of Australian Industry (C.A.I.). 
This is what its title suggests, a confederation of all the organi
zations that represent people or companies that make things. 
This badly needed group has been formed only recently and 
contains not only manufacturers but also representatives of 
rural and mining industries as well. Eccles now admits to me in 
private, and with a proper sense of shame, that he was unhappy 
when he heard that the representatives of the rural organiza
tions were going to be linked up with the high protectionists in 
the manufacturing lobby. He feared that the rural voice would 
have to be so muted in order to keep the peace that it would 
hardly be heard. He also feared that the rural groups would 
have to compromise their principles too often.

However, it hasn’t worked out like that. Eccles brought with 
him a report on a forum conducted by C.A.I. on 19 June 1978, 
where there was some discussion of tariff policy. Sir Samuel 
Burston spoke for rural producers and said again what he has 
said so well and so often, how tariffs impose burdens on 
exporters and that bounties do not, and that we should concen
trate on those industries where we have natural advantages and 
that the high protection of recent years has discouraged struc
tural change in secondary industry.

Then Mr George Mackay of Electrolitic Zinc, spoke on 
behalf of the miners and said: ‘Protection reduces the size of 
the economic cake and the exporter’s share of it. Opponents of 
structural change must remove their Luddite blinkers and 
accept that indiscriminate protection weakens the economy as a 
whole and the export sector in particular. . . Protectionists 
should therefore accept that a reduction in the level of protec
tion, properly directed, is desirable in their own interests.’

I know how this would be music to Eccles’ ears. He has often 
regretted that miners, who live by exporting, have not joined 
the farmers in the tariff battle but have left us to fight their 
battles as well as our own. The Australian Mining Council 
appears frightened to express opinions that the government 
may not like. But those days are done if Mr Mackay spoke for 
the mining industry on 19 June.

However, Eccles was most excited by a paper prepared by 
Sir James McNeill, chairman of B.H.P., who is reported to
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have said that there were four reasons why secondary industry 
would not suddenly disappear if the tariff wall were demol
ished at one fell stroke (which no one has even suggested). 
First there were many sectors that were holding their own now 
without protection and these would be even healthier. Second
ly, many producers would gain by being able to buy their raw 
materials cheaper if tariffs were withdrawn. Third, in the 
shakeout that would follow a lowering of tariffs, some of the 
weaker firms would disappear, leaving more elbow room for 
efficient firms. And fourth, even if the outcome was a sharp 
increase in imports, then the corresponding effect on the 
exchange rate would benefit the remaining firms and the rest of 
the manufacturing sector.

Then Sir James went on to say that even if some people’s 
worst fears were realized, the decline in employment would 
only be in the range of about two or three per cent and this 
would be quickly taken up by a four per cent growth rate which 
would be an easy target if we concentrated on what we were 
good at.

I know how pleased Eccles was to hear such sense talked by a 
representative of B.H.P. He has always held the company up as 
a shining example of a company which would benefit greatly if 
its cost structure was not increased by the tariff. B.H.P. has 
many natural advantages for making cheap steel and its people 
used to be proud of the fact that they made the cheapest steel in 
the world in some sizes and grades. They could do this again if 
they were not forced to carry the same tariff burden as we 
exporters. To hear the chairman of B.H.P. recognize this is 
indeed a red letter day for Eccles and me. Perhaps all the 
battles of the past are going to be worthwhile. Won’t I have a 
wonderful funeral?

Tariffs and the P.M.
Farm er C oa lition  19 O ctob er  1979

When I listen to speeches made by the really important people 
in Canberra, the ones written for them by speech writers, I go 
weak at the knees with envy and admiration. Let me give an
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illustration from a speech made in August this year at Lusaka in 
Africa by the Prime Minister. I quote from it with proper 
reverence:

The concept o f economic interdependence is not without its 
ambiguities and is sometimes put to questionable polemical use. 
But when all reservations have been registered the fact remains: 
our fates are inextricably intertwined and in the contemporary 
world no society is an economic island.
You can see what I mean when I talk about the grandeur of it 

all. It is true I have some trouble understanding the meaning, 
but you have to admit it sounds magnificent.

But it was later in the same speech that I really pricked up 
my ears. For one thing, I could understand what was being said 
and, secondly, I agreed with it whole heartedly. This time I 
quote with understanding and approval:

T he Australian view is that there is also an inescapable link 
between inflation and protectionism. Each feeds on the other and 
each frustrates the aspirations o f  developing countries. There is no 
doubt that the adverse effects o f  higher inflation in recent years 
are largely responsible for the drift towards protectionism . . . 
D efensive protectionist policies exacerbate the situation they are 
meant to deal with, in that they result in an inefficient use o f  
labour and capital resources. They are inimical to general 
economic recovery and put the future growth o f  developing  
countries in jeopardy.
Well, what do you think of that? When I showed it to Eccles 

he said ‘I couldn’t have said it better myself!’ and that is the 
highest praise Eccles knows.

There was a time when I would have been wary about what 
appears a change of heart by the Prime Minister. I once 
thought that he had two speech writers, one who wrote the 
nonsense he used to talk in Australia about handing out tariffs 
to any industry that had a strident voice and a readiness to kick 
in the ruck. Then there was the other more educated chap who 
wrote sensible stuff for the Prime Minister when he was 
overseas. I thought that these two speech writers must have 
had a row or something and so they never spoke to one another. 
But now I am getting hopeful that Mr Fraser’s emergence as a 
recognized world figure has made him realize that he can no 
longer act on the world stage as a world statesman talking about
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the virtues of lowering the barriers to world trade and then 
come back home to practise what he has been so eloquently and 
properly condemning while away.

The economic experience at home would also be nudging 
him along the same road. He must by now have become acutely 
aware that there has been a steady fall in employment in the 
very industries that have been so heavily protected at such high 
cost to the economy in general and the export industries in 
particular. So I think the Prime Minister really means what he 
says now. At least, I hope so.

Bounties (1)
Farmer Coalition 22 September 1978

We seem to have a good harvest looming in our district and it is 
about time too. In order to handle our bigger crop Fred and I 
have decided that we will both trade in our rather ancient 
tractor-drawn power-take-off grain headers and buy a big self- 
propelled machine between us. This will mean that we should 
not have to employ any extra labour for harvest, labour being 
so dear in weekly hire terms and even more so when the cost of 
fringe benefits is included.

I know that I am taking a bit of a risk going partners with 
Fred who is inclined to always want to do things his way, and in 
his own time. But we can see so many clear financial advantages 
that I have no doubt we will get along together all right, par
ticularly as I am very easily managed. Mavis has seen to that.

After some argument (won by Fred) we decided on the 
machine we want and you can imagine Fred’s reaction when he 
found that we would have to pay over $3,000 in customs duty 
because it is an imported machine. To make matters worse, 
Fred found out that this $3,000 escalated to nearer $6,000 by 
the time the various mark-ups had been added. So Fred had 
some very nasty things to say about Members of Parliament, 
past and present. ‘How can they do this to us, Bert?’ he almost 
sobbed. ‘We have to sell our wheat in competition with the 
wheat growers in Canada and the U.S.A. who can get their 
machines for thousands of dollars less than we have to pay for
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the same machine when the freight and handling charges are 
added to the duty. We must ask Eccles to give us a lecture on 
the subject as you don’t seem to know much about it.’

So Eccles came and talked to a little meeting of farmers. 
When we had explained our problem he said that the best solu
tion would be for the government to assist the Australian 
implement industry by the bounty method instead of by tariffs. 
Then he explained again the difference between the two 
methods of assisting Australian industry: how tariffs increased 
the cost of headers and so imposed a direct cost on farmers. But 
if a bounty was paid from consolidated revenue at the rate of so 
much a header, then the cost of assisting the industry would be 
carried by the taxpayers in general, and not by the farmers in 
particular. Eccles said that our tractor industry was assisted in 
this way and he thought that our header industry should be 
also.

Eccles can be a persuasive blighter when he gets down to our 
level and by the time he had finished we could clearly see the 
solution to our problem. So we formed a small action com
mittee to tackle our Member of Parliament and the others were 
decent enough to make me chairman. I was glad about this 
because it will give me the chance to give my successor the 
rounds of the kitchen in the same way as Fred used to treat me. 
I thought that our case was so clear that we would only have to 
state it and the government would immediately agree but 
Eccles warned me not to be too optimistic because, though our 
case was clear and fair, neither secondary industry nor govern
ments were generally in favour of bounties.

The main reason why secondary industry leaders do not like 
bounties instead of tariffs is that with bounties, the cost of 
assistance is there for all to see. It appears each year in the 
budget papers instead of being hidden away as it is with tariffs. 
It is only recently that the Industries Assistance Commission 
has been measuring how much tariffs are costing the com
munity and this is the main reason why the more irresponsible 
sectors of secondary industry hate the I.A.C. as they do. For 
instance, a bounty figure of over $500m each year to assist the 
car industry would be a bit startling while $700m to assist the 
garment and footwear industry would look even worse. So 
secondary industry is usually against using bounties rather than
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tariffs to protect industry, but our agricultural implement 
makers may well be more responsible. They must know from 
recent experience that they can only be healthy if the farmers 
are prosperous.

Eccles says that governments are not usually in favour of 
bounties because the bounty money has to be collected by 
taxation and governments hate raising money, though they love 
spending it. But there have been some encouraging signs lately 
that the government is becoming more aware of the costs that 
tariffs impose on the economy in general and on farmers in 
particular. So we are justified in being hopeful.

Bounties (2)
Farmer Coalition 2 March 1978

As Eccles has often told us, there are two main ways of protect
ing an Australian industry from overseas competition. The 
most common is to impose a customs tariff in order to make 
imported goods dearer. For instance, the government has put a 
tariff of 15 per cent on imported headers to protect the Aust
ralian header industry. If the price of an imported header was 
830,000, the 15 per cent tariff would raise its price by 84,500 
and this would allow the Australian manufacturer to raise his 
price by that amount so that he could compete on more equal 
terms with imported headers.

However, the imposition of the 15 per cent tariff obviously 
increases the price of Australian and imported headers by 
84,500, so this increased price is paid for by the farmers who 
buy them. But the grain reaped by these headers is sold in 
competition with farmers in the U.S.A., Canada and elsewhere 
and their farmers can buy headers for 84,500 less than our 
farmers have to pay.

The government is apparently aware that this imposes a 
burden on Australian farmers because it has not used tariffs to 
protect our Australian tractor industry, but has done this by 
using bounties instead. We want it to use bounties instead of 
tariffs to protect our header industry also. Under the bounty 
system, the government would pay a bounty of, say, 84,500 for
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each header of a comparative size made in Australia so our 
header industry would receive the same amount of assistance as 
now but the assistance would be paid by the taxpayers in 
general, instead of by the farmers in particular, as happens 
now.

The farmer organizations, realizing that the present position 
was wrong, began a campaign in December 1977, asking for an 
Industries Assistance Commission (I.A.C.) enquiry into 
whether or not the government would be wise to change from 
tariff to bounty assistance for our header industry. Now, 
thirteen months later, this request has been refused by the 
Minister for Industry and Commerce, Mr Lynch.

Before dealing with the reasons for this refusal, we should 
have a quick look at the time taken to get the answer. Thirteen 
months just to decide if the matter should be referred to the 
I.A.C.! People talk about the slowness of the mills of God but 
these would be racing compared to the mills of government.

We wouldn’t mind the mills grinding slowly if they ground 
well, but in this case they didn’t.

The farmers’ case was well documented and showed that the 
15 per cent tariff increased the cost of reaping by at least a 
dollar a ton of grain reaped. But the Minister didn’t think much 
of this argument. I quote from his letter: ‘Your estimate of unit 
savings of SI.08 per tonne, whilst undoubtedly a useful saving, 
is not large relative to the various grains involved.’ Well, it 
seems large enough to Fred who would be lucky to average $60 
a tonne for his wheat, oats and barley when freight is deducted. 
A saving of 1.8 per cent is not to be sneezed at.

The saving seemed small to the Minister so the farmers were 
advised not to ask for a broad enquiry. Many of us wanted all 
kinds of farm machinery examined while others even wanted to 
include things like weedicides and superphosphate. But the 
wise ones in Canberra told us to concentrate on headers. 
Having done as we were told, it is pretty hard to be told that we 
were only looking at a saving of a dollar a tonne. It would have 
been a lot more if we had included the items we were 
persuaded to omit.

However, the main reason for the government’s refusal to 
allow our case to be heard by the I.A.C. was that the estimated 
cost ($7m) was thought to be too high a price for the taxpayers
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to pay. It is certainly high, but if a bounty was used instead of a 
tariff the cost would have been spread across the 5,334,818 
individual taxpayers and the 97,898 taxpaying companies 
instead of the 60,000 grain growers. If the whole Australian 
community benefits from having an Australian header indus
try, is it not proper that the whole Australian community 
should pay for it and not the farmers who are penalized by it?

It makes us mad to be lectured by the good and great, and be 
urged to export to the maximum, while they persist in making 
our tools dearer. I know we are a bit simple but we are now 
getting sour.

Import Quotas (1)
Member Labor 3 January 1975

Eccles has become distressed about the readiness of people to 
suggest that the imposition of import quotas will benefit the 
economy and increase employment. He knows that many 
people who favour this facile cure are uncertain of what is 
meant by the term ‘import quotas’. He took me aside to explain 
that the general method of preventing imports from competing 
with Australian production is to impose tariffs but it can also be 
done in another way—by simply ordering that only a certain 
quota of imports can come in and once the quota is filled, then 
no more can come in that financial year.

On the face of it, this looks like an easy solution; people 
imagine that, as the imported goods do not have to come in over 
a tariff wall, then their price will not be increased.

But in the long run import quotas are much more dangerous 
than tariffs. First, importers have no incentive to increase their 
sales because if they do they cannot import the extra goods to 
sell. So the price of imports settles down comfortably alongside 
the price of local goods.

A greater problem emerges if the import quotas are applied 
for any length of time. The quotas are almost always allocated 
on the basis that each importer is allowed to import a certain 
proportion of what he imported in the year before or in some 
selected base period, so the importer who has a large quota is
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often content with the situation. But what about the young, 
bustling importer who is just starting to make his way up the 
business ladder? He just cannot make any progress. As with 
wheat quotas, import quotas tend to ossify an industry in its 
present situation and structure and prevents it changing to 
meet altered circumstances.

The third reason why import quotas are dangerous is 
because under the rules of the General Agreement on Tariffs 
and Trade (G.A.T.T.) the imposition of quotas, unless abso
lutely necessary, is severely frowned on. It is fashionable to say 
that the rules of G.A.T.T. are broken by other countries with 
impunity, so why should not Australia do the same? Yet, in the 
long term, the arbitrary and inescapable nature of import 
quotas is rightly regarded as inviting retaliatory action by other 
countries, and if the practice becomes common, then world 
trade might well receive a mortal wound. As Australia depends 
more than most countries on the freest possible movement of 
world trade, so we will suffer more than most if a war is 
sparked off by import quotas.

So for these three reasons, Eccles views with grave concern 
the general acceptance of the imposition of import quotas. It is 
true the quotas act immediately and definitely, but the damage 
they do is insidious and much more dangerous than most people 
realize. They are certainly more dangerous than tariffs.

Poor Eccles. It looks as if he is losing another tariff battle, 
though he has a pathetic belief that he may live long enough to 
see the tariff war won in the end, as economic logic is more 
widely understood. But the thought of having to fight on the 
import quota front as well is too much for the old sod.

Import Quotas (2)
Member Coalition 6 May 1977

Eccles is always nagging me about the danger of using import 
quotas as a method of protecting Australian industry. Some
times he calls them import quotas, sometimes quota restric
tions (Q.R.s for short) sometimes tariff quotas, even import
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licences. So it is not surprising that your modest Member gets 
confused. There was a time B.E. (before Eccles) when it 
seemed to me that if an Australian industry was protected by 
quotas and not by tariffs, then whatever imports came in would 
not have to come in over the tariff wall and so would not be 
made dearer, so the consumer would not have to pay extra as he 
does if tariffs are used. ‘So why do you get in such an awful 
lather about Q.R.s, Eccles?’ I asked. ‘They always seem so 
definite in their operation. If  imports are limited by quotas to, 
say, 30 per cent of the market then the Australian industry 
knows that it has the remaining 70 per cent so can plan more 
definitely. And Q.R.s don’t seem to make things dearer as 
tariffs do. Why do you hate them so?’

Eccles took a long deep breath and started in on me. He first 
ridiculed the idea that if goods were imported under a quota 
their selling price in Australia would not be increased as it 
would if they had come in over a tariff wall. ‘Surely even you 
can see that because an importer is only allowed to import a 
limited amount he would have no incentive to compete strongly 
with the Australian manufacturer? What would be the sense of 
so doing if he can’t import any more goods because he is only 
allowed a limited import quota?’ Eccles growled. ‘One reason 
why import quotas are so popular with Australian industry and 
with importers who have been given quotas is that everyone 
knows their place, there is no incentive to rock the boat, to 
compete. No wonder quotas are popular with the people who 
either have been allotted import quotas or are protected by 
them.’

Then Eccles explained that if imports came in over the tariff 
wall the customs duty went into consolidated revenue so the 
taxpayer benefited even though the consumer paid an increas
ed price. With import quotas the price to the consumers still 
rises to the Australian price for reasons given. But with quotas 
the difference between the Australian price and the duty free 
price is a windfall gain to the importer with a quota. Eccles says 
that getting a quota is like getting a licence to print a quota of 
money.

‘If that is so, quotas must be greatly sought after. How then 
are they allocated?’ I asked. Eccles said that the government
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usually allocated to each importer a quota based on the amount 
of goods he had imported in preceding years. Say the govern
ment decided that imports were to be cut by 50 per cent from 
the year before, then each previous importer would get a quota 
to import 50 per cent ofwhat he imported in that year.

Eccles said that there were two grave dangers in doing this. 
It may be nice and comfortable for the importer with a quota 
but it kept out any up and coming new importer. In other 
words, it offended Eccles’ bucket of worms concept of the 
economy. ‘Anything that keeps things as they are, anything that 
inhibits change, is bad for the economy in the end,’ Eccles 
warned me yet again. ‘Nothing is quite so offensive as a bucket 
of worms that stops turning.’

But there was a greater worry gnawing at Eccles and I too am 
concerned. Ever since Eccles made me read Professor Hayek’s 
The Constitution of Liberty* I have been on my guard against 
particular advantages being given to particular people by 
administrative discretion. I quote from page 168: ‘Englishmen 
then understood better than they do today that the control of 
production always means the creation of privilege: that Peter is 
given permission to do what Paul is not allowed to do.’

Even more telling is this powerful quotation from Sir 
Edward Coke’s examination of Magna Carta in 1624: ‘if a grant 
be made to any man, to have the sole making of cards, or the 
sole dealing with any other trade, that before did, or lawfully 
might have used that trade and consequently is against this 
great charter.’

By giving particular people a licence to import, the govern
ment is giving a particular advantage to those people. If  tariffs 
are used all citizens are free to engage in the trade if they pay 
the tariff duty, but with Q.R.s only those with a quota can 
trade, a quota given to them by administrative discretion and 
not by law. As Coke said in 1624, it would be far better ‘to leave 
all causes to be measured by the golden and straight meter- 
wand of the law and not to the uncertain and crooked cord of 
discretion.’
* von Hayek, F. A. The Constitution o f Liberty, 1960, 1st Gateway Edition,

1972.
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Member
D um ping D uties

Coalition 24 March 1972

Eccles says I ought to write an article on ‘dumping’. I must 
admit that I don’t like the sound of the word, particularly in 
election year, but I suppose I had better try.

According to Eccles, dumping duties are imposed if import
ed goods are sold at unfairly low prices and so cause damage to 
an Australian industry. If  an Australian firm is producing in 
competition with an overseas giant, the overseas company 
could lower its prices to a level underneath what it is charging 
at home, so that even after paying the ordinary duty it could 
undersell the Australian company and so put it out of business. 
Having done so, it would then have no competition and could 
charge what it liked.

That is the argument, so Eccles says. If  an overseas company 
is selling a product to Australia at a lower price than in the 
country of origin, it is generally accepted that the product is 
being ‘dumped’ in Australia. The case is then heard by the 
T ariff Board and if this dumped competition is thought to be 
adversely affecting an Australian manufacturer a dumping 
duty is imposed.

However, in many cases the system encourages our import
ers to pay unnecessarily high prices for imports. Let me give an 
example. The price of paper is fixed in Scandinavia by the big 
manufacturers; the arrangement is called the ‘Scanfin Conven
tion’ and it is a truly restrictive trade practice arrangement. 
There is no doubt that the domestic price in Sweden is held 
high artificially in this way. Now if a manufacturer in Sweden 
quotes paper to us at 890 a ton instead of $100 a ton, (the price 
fixed by the price ring) a dumping duty of 810 a ton would be 
imposed, because the price was 810 lower than the domestic 
price in Sweden, i.e., the restrictive trade practice price.

Suppose a keen Australian merchant goes to Sweden and 
finds a man who is prepared to sell him paper at 810 a ton 
cheaper than the cartel price. When they start to talk business 
he realizes that he might as well pay 8100 a ton, it will cost him 
the same in the end; the dumping duty would bring it up to 
8100 anyway. After the deal is closed, the Swedish merchant
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would, I hope, take the Australian to dinner to spend some of 
this $10 a ton he has unexpectedly received as a gift from 
Australia. It would be a pretty lavish meal I guess. But you can 
imagine the poor Australian trying to puzzle out why, if 
restrictive trade practices are bad in Australia, we should 
deliberately encourage them overseas, and why it is thought 
good for Australia to have to pay the ‘fixed’ price, when it 
could be obtained for less. This seems a queer way of helping 
Australia, although I can easily see how it would help the 
Swedes.

Export prices that are lower than domestic prices are quite 
common in Australia and elsewhere. It is known as ‘marginal 
pricing’ when we do it.

It has some queer side effects. Polyethylene is heavily pro
tected in Australia. I understand that a Hong Kong merchant 
can buy Australian polyethylene powder very much cheaper 
than can an Australian processor. I have been told that an 
Australian manufacturer, say, of plastic buckets, can import 
buckets made in Hong Kong from the cheap Australian poly
ethylene powder, pay the duty on them, grind them up again 
into powder, and the powder would cost him less than if he 
bought it from the Australian manufacturer who exported the 
powder to Hong Kong in the first place. I presume that he 
would then make the powder up into buckets again. It seems a 
queer way to behave.

So with these two examples before me, I really don’t feel like 
chasing after the ‘dumping’ hare. Mavis says that I am in 
enough trouble already without getting mixed up with this kind 
of nonsense.

By-Law A dm inistration
Member Coalition 22 October 1971

Eccles has been grizzling away for months because I will not try 
to understand the operation of the ‘by-law’ side of tariffs. And 
can you blame me? Tariffs are difficult enough by themselves 
with their ad valorem and specific rates of duty, sliding scale 
duties, temporary duties, dumping duties, support value
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duties and so on. But I think I will have to edge my way into the 
unpleasant and difficult subject because I have just come across 
a rather nasty case of by-law manipulation which is an example 
of the by-law system not working well.

What are by-laws? Let’s say there is a customs duty on a 
product, but for some reason this product is not being made in 
Australia. The Customs Department would then allow the 
product to be imported under by-law, either at very low rates 
of duty or duty free.

Again, if the dutiable product was made in Australia but 
supplies of the product were not available for some reason, 
then the imported product could be brought in under by-law.

Eccles says that the by-law system is good if well admini
stered, but doing this is not easy. By-law entry is refused if an 
Australian manufacturer can justify the claim that ‘a suitable 
equivalent product is reasonably available.’ It is not easy to say 
which goods are ‘suitably equivalent’ with one another. You 
can be pretty certain that a wheelbarrow is no real substitute 
for a truck but it is not so easy to decide whether a 5-ton truck 
is suitably equivalent to a 7-ton truck. So there is plenty of 
room for disagreement about the administration of the system.

Any Australian manufacturer can claim to the Department of 
Customs that he is producing goods that are ‘suitably equiva
lent’ to the imported goods and if the claim is upheld, the duty 
must be paid.

Now let me give an illustration of abuse of the system. The 
only company in Australia that rolls sheet steel is Lysaghts. 
Sometimes this company cannot obtain supplies of B.H.P. 
feedstock, so they import it from Japan, and, quite properly, 
get by-law entry because supplies are not available from 
Australia.

But recently Lysaghts imported a shipment of between
20,000 and 30,000 tons of finished sheet steel under by-law 
without it being specifically notified in the Government 
Gazette. Then they proceeded to sell it at the standard Austra
lian price, although they imported it under by-law. There was 
probably a very handsome profit in that little exercise.

Now there were two errors made here by the Customs 
department. First, they let the finished product in under 
by-law as though it had been the feedstock. Second, they did

77



not specifically notify the transaction in the Gazette. Probably 
the officer concerned did not realize the significance of his 
action.

This is an example of the system being knowingly or 
unknowingly abused. But even without such abuse the system 
is dangerous.

Let’s say that Australian manufacturers want to import some 
Japanese sheets. They are the only ones producing steel sheets 
in Australia, so they alone know there is an impending short
age. They alone have time and opportunity to arrange the 
shipments. They alone can oppose by-law entry (which they 
won’t do if they want to import the sheets). So they alone can 
open the gate to import sheets under by-law and so take 
advantage of their monopoly manufacturing position.

Eccles has been grizzling away for years because we still 
maintain the duties on imported steel products. I know these 
duties are not high, and in some cases they are not used. But 
they are used in other cases as illustrated here.

So Eccles, Fred and I all feel that to prevent the abuse of 
monopoly position, to prevent the exploitation of consumers 
and to provide some competition to our iron and steel compan
ies, we should remove the duties on iron and steel. After all, 
the whole iron and steel industry is no longer an infant. Or if it 
is, it is a pretty elephantine infant.
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3 Trade Barriers (Particular)

Way back in 19661 made a speech in parliament pointing out the 
inevitability of the mess the car industry would get into because of 
massive government intervention. As the years have dragged on, 
the mess has got worse, so the government intervenes even more. 
The present (1981) situation of the industry is a classic illustra
tion of what happens when governments guide an industry.

The first of these articles appeared in 1971 and they follow 
with measured tread till 1979. The figures vary somewhat as the 
years go by but the mess remains, only worse.

Motor Cars (1)
Member Coalition 31 December 1971

Our car industry can be roughly divided into three parts. One 
part consists of four large manufacturers, General Motors 
Holden, Ford, Chrysler and British Leyland Motor Corpora
tion. These four make most of their cars from Australian 
components.

The second group assemble cars in Australia with varying 
degrees of Australian components. They have to pay high 
customs duties on imported parts, but they can avoid this if 
they guarantee to use an increasing percentage of Australian 
components. The government’s recent action is aimed at 
increasing this percentage still further.
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The third group import cars fully assembled. These cars 
have to carry a high duty of 45 per cent. You would think that a 
tariff wall of this height, with the natural protection of high 
ocean freights, and the effect of the sales tax on the customs 
duty component of the cost, would be high enough to protect 
any industry that was good at making cars.

The reason why governments should be blamed is that by 
encouraging the establishment of too many car factories, they 
caused the hot-house growth of the industry without apparent
ly worrying about the inevitable increase in the price of cars or 
the effect of blocking the channels of trade with countries who 
buy our products, such as wool.

State governments must take some of the blame. Each year 
our Premier goes wandering the world, beating the State drum 
and inviting everyone to set up factories here. The reception 
that he gets if he can announce a car factory is deafening. Fred 
is not asked to the reception—he’s usually home trying to make 
enough money to pay off the instalments on his last car. But if 
he did come, he probably wouldn’t realize the effect of having 
far too many car manufacturers in Australia.

But it is the Commonwealth that has done most of the 
damage by handing out over-generous protection. The effect 
of protecting everything that moves is that we have four manu
facturers of cars to supply a total market of about 500,000 cars. 
In the U.S.A. they only have four manufacturers for a market 
of 10 million cars.

Now the government has interfered once more to increase 
yet again the Australian component. The inevitable effect of 
this will be that the second group, the assemblers, will have 
two choices.

The first choice is to cease assembling and to go back to 
importing built-up cars and paying the 45 per cent duty. The 
second choice is for them to increase their Australian made 
component. But this is only economic if enough cars of a model 
are made to enable the economies of scale to lower the cost of 
these components. And it is quite clear that an increase in the 
sales of a model can only take place at the expense of others 
already being made here. There just isn’t room at the top for 
them all, particularly with G.M.H. taking up so much room. 
Many assemblers will drop off the production ladder, either
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intentionally or by being pushed off. No wonder the manager 
of G.M.H. received the news with gratification!

It also plays into the hands of the militant unionists who have 
been twisting the tail of the big manufacturers all the year. 
Now it will be easier for the manufacturers to give in to the 
irresponsible union demands, secure in the knowledge that 
their competitive position against importers and assemblers 
will be protected.

But the worst thing about the whole business is that it is a 
decision made by the government, without the advice of the 
Tariff Board. If there had been a Tariff Board enquiry there 
would have been public evidence and public report and the 
facts would have been exposed. But now no one knows what is 
going on—certainly I’m not told, but I’m only a Member of 
Parliament. There are great opportunities for special favours 
to be done for special people if things are arranged in this way. 
This is not a good way to either govern a country or control an 
economy.

Motor Cars (2)
Member Coalition 20 April 1976

Since 1964, when the Federal Government announced its car 
manufacturing plans, Eccles has been holding up our car 
industry as an example of the mess into which we can get if we 
protect an industry too lavishly. And when the mess is 
measured in money terms it does indeed look awful. The tariff- 
induced costs on a $5,000 car at the retail level works out at 
about SI,400 a car, and the extra cost for every man employed 
in making cars is about $4,000 each year. So we are in a mess.

There was a time when Fred would only have been angry 
about this if he was about to buy a car, but now the poor sod 
knows he is not only paying the extra $1,400 on his own car but 
he and his fellow exporters are also paying out on all the cars 
that city slickers buy—cars bought by the storemen and 
packers, the wharfies and even Members of Parliament. This 
has made him mad. He now knows that tariff costs are paid by 
exporters in the end. Fred often gives me lectures about
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getting off my tail and doing something to help my poor con
stituents by reducing the tariff on cars. So when the govern
ment announced its 85 per cent car plan a week or so ago he 
immediately asked me if it was the right decision or whether he 
and his fellow exporters were going to be made to carry their 
present burden on their bent backs forever.

So Fred and I asked Eccles for his opinion and he, as usual, 
was eager to oblige. He said that the 85 per cent decision was 
about the best that we could hope for. Our previous policy of 
lavishly protecting everything that moved had encouraged far 
too many manufacturers to enter the industry, with the result 
that most processes carried out in Australia were fragmented 
between too many factories, so making it difficult for them to 
achieve what Eccles calls the economies of scale.

Then he started to give figures to prove his point. I can’t 
remember most of them but some stuck in my muddled mind 
and they also burnt with smouldering rage into Fred’s mind. 
We have in Australia four manufacturers for a market of 
approximately half a million cars while in the U.S.A. they have 
four manufacturers for a market of 10 million. To operate an 
efficient panel pressing plant you should have a throughput of
600.000 units a year. In 1973 we pressed 420,000 units, so 
clearly all these should have been pressed in one plant, but we 
did it in five plants which had been encouraged to start by the 
previous 95 per cent plan.

So with engines. An efficient engine plant needs to make
350.000 engines a year before it achieves the economies of 
scale. In 1973 in Australia we made 300,000 engines so they 
should have all been made in one plant. But we used four.

Eccles says that the effect of this fragmentation is seen when 
you come to look at the productivity of labour. In Australia 
each man employed in the car industry makes, on average, 5.9 
cars a year, while in the Nissan factory in Japan, each man 
makes 37.2 cars, while Toyota achieves 40.5. It’s true that our 
workmen hate making cars and so are bad at it, but Eccles says 
that this is not the main reason why our performance is so bad. 
It is mainly because the 95 per cent component plan forced this 
unwise proliferation of plants.

Eccles added the grim warning that if this is indeed the main 
cause of our mess, then curing it would inevitably mean that
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some of the uneconomic plants would have to close down or 
switch to doing something else. Everyone knows that this is 
economic sense but he is fearful that when the crunch comes 
and such plants actually start to close, the political pressure to 
stop the process will take some courage to resist. ‘More 
courage than you’ve got, I’m afraid’, he added sourly.

So there it is. Eccles thinks that the government’s 85 per cent 
car plan does give us hope that we can gradually unmake the car 
mess. Fred has promised Eccles that he will do his best to keep 
me up to the mark to make sure that we don’t back away from 
the inevitable closing down of the redundant plants when the 
time comes. It is clear that without this solution nothing worth
while would actually be achieved and Fred and his fellow 
exporters would then have to carry their load till they dropped. 
And Fred says that this would not be long.

Motor Cars (3)
Member Coalition 2 September 1977

Eccles has been whinging for so long about the car industry 
mess that even Fred has become apathetic about the size of the 
car burden he bears. It is a long while since he has bought a new 
car and, according to his banker, it will be even longer before 
he buys another one, although Fred says he will probably be 
able to buy a push bike, second-hand, for preference. Because 
there is no hope for him being able to buy a new car he only has 
a feeling of dull dislike about the cost of cars. He’s got many 
other things about which to be angry.

But suddenly his smouldering resentment has burst into a 
roaring conflagration. He has heard a rumour to the effect that 
the government is to be asked to give the light commercial 
sector of the motor industry the same lavish protection that 
passenger cars receive.

Because commercial vehicles are not as heavily protected as 
are cars, they are comparatively cheap compared to cars, with 
the result that demand is switching from cars to commercials. 
This has annoyed the car manufacturers who are now asking 
that commercial vehicles (including 4 wheel drives) be treated
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as passenger cars. Then the commercials would also have to 
face a 45 per cent tariff wall, they would be included in the 
component plans and, I presume, import quotas would be put 
on them also. Evidently if the commercial vehicles can be lured 
into the same mess as cars are in, and so made as dear as cars, 
then the car buyer will have no choice but to buy either dear 
cars or dear commercials. So the car manufacturers will 
benefit.

I had hoped that Fred would not get to hear of this awful 
rumour. I had heard it, living as I do in the corridors of power 
where rumours and rumours of rumours run wild through 
those windy passages. But I tried to keep the ugly rumour from 
Fred. He is a simple soul but he will go berserk if he finds out 
what is being planned for him. I don’t think he knows now that 
the 4 wheel drive Toyota station wagon (at which he has been 
looking longingly in the agent’s window and which has a list 
price of 89,208) has its price increased by $1,357, made up of 
the 25 per cent duty plus sales tax on the duty. I have found 
that it is best to keep these sordid facts from Fred, working on 
the principle that what the heart doesn’t know, the head 
doesn’t grieve over. If he were to find out about the extra 
$1,357 that the government is already ripping off him in the 
form of duty plus duty-increased sales tax, that would be bad 
enough, but if he found out that the car manufacturers want to 
increase this impost even more, then he would be awkward to 
handle indeed.

I cannot believe that at this time our government could even 
contemplate lumbering farmers with an increased burden of 
this magnitude. Most people buy 4 wheel drives because they 
are essential tools for the operation of their properties. 
Because a few odd sods from the city buy 4 wheel drives to get 
away from it all in the bush, Fred, who needs a 4 wheel drive 
vehicle to work his property, may be asked to pay, not the 
present $1,357 impost, but far more.

This is going to be done, no doubt, in the name of the 
development of ‘this great country of ours’. We are going to be 
asked to repeat the mistakes of the past—to encourage by 
unwise and lavish protection the production in Australia of 4 
wheel drive vehicles. But we know that the Australian market 
will never be big enough to justify the production in Australia
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of enough vehicles for economic production. Last year we sold 
about 23,000 4 x 4s; to produce these economically we would 
need to make at least 50,000. So clearly all we would do by 
lavishly protecting the 4 x 4s as we do cars is not to encourage 
Australian production of 4 x 4s which is economically hopeless, 
but to prevent Fred buying cheaper 4 x 4s and so encouraging 
him to buy expensive cars instead.

And while this is going on—while we are putting up barrier 
after barrier, quota after quota, to block the channels of trade 
between Australia and Japan who supply most of our 4 x 4s— 
we will be lecturing the Japanese about their wickedness in 
putting barriers against their imports of our beef!

I hope the vet will put a tranquiliser into Fred if the govern
ment were to give in to the pressure from the car manufactur
ers. I certainly wouldn’t be game to go near him.

Motor Cars (4)
Farmer Coalition 25 August 1978

Some months ago the government asked the Industries Assist
ance Commission (I.A.C.) whether light commercial and 4 
wheel drive vehicles should be treated in the same way as 
passenger vehicles, and so pay the same high rate of duty and 
be subject to the same quota limitations. Fred became almost 
distraught with rage when he heard this because Eccles has put 
a lot of time and effort into educating us about the mess the car 
industry is in; how unwise and lavish protection in the past has 
encouraged the establishment of too many manufacturing and 
assembly plants so that economic production of cars in Aust
ralia is impossible. The cost of maintaining the industry in its 
present mess is estimated to be over $500m a year with most of 
this burden falling on us exporters.

So when Fred heard the solution that the car industry wanted 
was to get the light commercials and the 4 wheel drives into the 
same mess at the rest of the industry so we would have no 
choice but to buy dear vehicles of one kind or another, he was 
very angry indeed and went around making thinly veiled 
threats about what he was going to do to his M.P. if this
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happened. He went further, and started a campaign to 
persuade all farmers to refuse to buy vehicles of any kind from 
Fords, the company that initiated the move for more protection 
. . .  and he was getting a great deal of support in the bush. We 
are getting sick of being milked.

But the government, bless it, refused the industry request. 
The I.A.C. report has not yet been made public so we cannot be 
certain of the reasons for the government’s action but certainly 
one telling factor would be the effect on unemployment of the 
present high levels of protection. This is illustrated in the 
following table prepared by Martec, the expert car consultant 
company, and given in sworn public evidence at the I.A.C. 
hearing.

New vehicle  
registrations  

Year to 31 D ec.

Em ploym ent in 
m otor veh icle  

m anufacturing  
at 31 D ec.

Em ploym ent in 
m otor vehicle  

distribution and 
servicing  
at 31 D ec.

1971 504,500 89,200 147,300
1972 500,100 89,100 151,400
1973 571,900 99,200 160,600
1974 588,500 87,600 163,800
1975 593,200 83,200 168,500
1976 606,400 87,800 171,300
1977 561,400 80,300 166,200

The table shows two things. One is that there are twice as 
many people servicing cars as there are making them, which is 
something that people often forget. Even more important, the 
table shows that one way of increasing unemployment in an 
industry is to give it so much protection that the consequent 
increase in price curtails demand. This has happened with cars: 
the Martec table shows that the price of cars is now so high that 
people do not buy so many cars. The only way the government 
could maintain employment in the car industry would be to 
pass a law compelling people to buy a certain number of cars 
per year. Without such compulsion, the demand for cars will 
continue to shrink, so production will become even more 
uneconomic, so protection will have to be even higher so 
demand (and employment) will continue to fall.
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Why people should be surprised at this is hard to under
stand. They surely must have heard of the law of supply and 
demand, and that the traditional way of limiting demand is 
increasing the price. The same thing is happening in the textile, 
garment and footwear industries, where we have been handing 
out lavish protection irrespective of the effect on the cost of 
living. Yet employment in the industry goes down because 
clothes and footwear have become so dear that people try to 
make their clothes and boots last longer, while others make 
their own. If  the government wants to maintain employment in 
these industries it will have to pass a law making people buy 
more clothes or to stop them making them.

Fred, Eccles and I are very pleased with the government’s 
decision about light commercials and 4 wheel drives. It now 
seems to realize that increasing protection does not always 
create employment in the protected industry, while it certainly 
discourages employment in those industries which have to pay 
the price for protection. The next task will be to get this 
message more generally accepted in secondary industry circles. 
I find that an increasing number of manufacturers are now 
seeing things more clearly though most of them are rather 
nervous about getting out on the end of the limb and saying so. 
But the writing is on the tariff wall.

Motor Cars (5)
Farmer Coalition 16 February 1979

Eccles is unattractive at any time but when he is saying ‘I told 
you so’, he is unbearable. He has been like that ever since 
General Motors Holden announced their plan to build a big 
factory to make four cylinder engines for export as well as for 
use here. Even I, in a desperate endeavour to curry favour with 
the good and great and so get myself posted to Mongolia so that 
I could find a use for my striped pants, commended this 
G.M.H. concept of a world car. Now the whole idea is out in 
the open and the government has to make up its muddled mind 
what to do. It must find this desperately difficult because it 
knows that all its past decisions as to how the car industry
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should be structured have turned out to be wrong. With this 
track record it is not surprising that the government finds this 
new responsibility rather daunting.

The government’s record of massive and disastrous interfer
ence in the car industry began in 1965 when it conceived its 95 
per cent car component plan. This forced the industry into a 
straight-jacket, making it use components that were too dear 
because the through-put of parts was not enough to enable 
production to be economic. Since then the government has 
altered its plans many times, each time sternly telling the 
industry that this was going to be the last alteration and from 
then on the rules would remain unaltered. Then a few months 
later there would be yet another amendment, accompanied by 
another lecture.

The various government car component plans forced the car 
industry to wear hobbles so that it could never be efficient. 
Eccles, in his ‘I told you so’ mood, showed me an article he had 
written in 1966, pointing out that the plans would make it 
impossible for us to produce cheap cars. He has often com
pared our performance with that of the industry in Sweden. 
There the car companies are allowed to buy their components 
in the best market, so that the parts that make up a Volvo come 
mainly from outside Sweden. And imported cars are allowed to 
compete freely with the Swedish cars and indeed over half the 
cars sold in Sweden are imported. But because the Swedish car 
industry has not been made to wear hobbles as in Australia, the 
Volvo company exports about 75 per cent of the cars they 
make, with about one third of these going to the U.S.A. and 
Canada. Sweden has an efficient car industry, we have not.

But, of course, giving an industry this kind of freedom and 
the incentive to do what comes naturally to it, is foreign to our 
Australian philosophy of leaning on the government; so we 
make our industry wear hobbles in the mistaken belief that we 
are creating employment. But it has not worked out like that. 
We have had to build an ever higher protective wall around our 
car industry and we now need import quotas as well as a 45 per 
cent tariff to protect our cars. We have to subsidize each 
employee at the rate of $4,000 per man per year but employ
ment does not rise because cars are too dear to buy. People 
even began buying light commercial vehicles instead of cars
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because these were not hobbled with component plans and so 
were cheaper. Ford’s solution to this was to try to force the 
light commercials into plan hobbles also, so that all vehicles 
would be in the same glorious mess together. The people in the 
bush didn’t think much of that solution.

Now G.M.H. have really put the cat amongst the pigeons . . .  
the government may at last have to face up to the mess it has 
made of the industry. But perhaps it may back away yet again 
from the unpopular decision of unbuckling the industry’s 
hobbles. If so, the problem will remain and will have to be 
solved at a later date, when the mess is even worse. The sad and 
simple truth is that the government’s policies have made cars 
too dear to buy so the problem will get steadily worse until it is 
tackled.

Fred says that the government ought to admit simply and 
honestly that it has made a mess of things and is now prepared 
to scrap its silly plans and let the industry sort itself out. So I 
had to explain to Fred that governments can never bring them
selves to admit that they have made mistakes, though they are 
always eager to tell us the mistakes made by their opponents. 
But even Eccles has been known to admit that he is not 
altogether perfect. I wish the government would do likewise. If 
it does, it should start with the car industry.

The group of textile industries has been, and is, a great problem to 
Australian governments. There are several reasons for this. The 
chief is that the textile industries are labour intensive and so are 
hurt by the competition from cheaper labour countries. Secondly, 
they are rather more decentralized than other industries and so 
are able to twist the arms of country Members of Parliament. 
Thirdly, they have been formed into a fierce fighting lobby group 
which is not particular about the methods used to get its way with 
governments. During most of 1980, an election year, they con
ducted a cruel campaign to scare the government to make it turn 
down an Industries Assistance Commission report on the textile, 
clothing and footwear (T.C .F .) industries. The way the govern
ment went to water on this question was a clear indication that it 
was much more interested in short term political advantage than 
in doing what was best for the country.
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Member
Textiles (1)
Coalition 9 June 1972

Eccles is always nagging me about the ‘shuttle service’. All too 
frequently, when the government accepts a Tariff Board 
recommendation for a reduction in duty, industry gets a hear
ing before what is called the ‘Special Advisory Authority’ 
(S.A.A.) who almost always puts a higher temporary duty back 
on again. When this happens, the law requires that the matter 
be referred back to the Tariff Board again. A full Tariff Board 
hearing takes about a year, so the temporary duty stays on until 
the Board’s report is acted on by the government. I f  it then 
reduces the duty, the process may start again. Eccles calls it the 
‘shuttle service’ and he hates it.

Eccles says that the worst example of the shuttle service in 
operation is to be seen in the generous treatment given to the 
synthetic fibre industry. This industry received its first tem
porary protection in 1963. Between then and now, temporary 
protection has been in force for 333 weeks and permanent 
protection for 134 weeks. And now the matter must go back to 
the Tariff Board yet again, so it will be a year at least before 
duties are reduced again. So the industry will have had tem
porary protection for 385 weeks and 134 weeks of permanent 
protection. I wonder what ‘temporary’ really means!

The process of hearing cases before the S.A.A. is evidently 
very informal, with manufacturers being heard in one session 
and importers in another, with all the hearings in private. 
Eccles says I should ask if I can go, either as a member of the 
press or of Parliament, so that I could understand the basis on 
which these generous hand-outs are made.

They are generous indeed, at least for the industry that gets 
them. For an industry further along the production line, the 
protection may very well be devastating as its raw material 
costs may be increased by the increased duties.

What does the synthetic fibre industry stand to gain by this 
‘temporary’ hand-out? The industry tells me it will be 81.2m. I 
have seen other estimates of 810m. Eccles and I have worked it 
out at 82m. But whatever figure you use, it must be pleasant to 
get it handed out in this nice informal and friendly way, with
out any public exposure of the cost to the economy in general 
or the user industries in particular.
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This would be serious enough if it were really only tempor
ary. But the figures show that the industry has received, or will 
receive, ‘temporary’ protection for 74 per cent of the time 
since its first helping in June 1963.

The value that this section of the industry receives from 
permanent protection (20 per cent) works out at about 85m. If 
you take my figure of 82m for the temporary duty you get an 
annual subsidy of about 87m. Eccles is always moaning about 
the size of the consumer subsidy which secondary industry 
receives through the tariff. He says it is about 84,000m a year. I 
can see now how it is made up.

But let us continue the sorry saga. The users of the yarn paid 
the subsidy in the first place. Within two days of the increased 
duties they were already warning the world that they, in their 
turn, would need extra protection. And this is not surprising. 
Overseas garment manufacturers can buy their yarn for 55c lb. 
but the same yarn will cost an Australian 90c lb. So the effects 
will spread down through the production line, through the 
textile trade with devastating results, and eventually the 
burden will have to be shouldered by Fred and his fellow 
exporters, as always.

Why is the industry such a burden to the economy? It claims 
it is an efficient producer. It may well be, but Eccles says it 
pays unnecessarily high prices to its parent company in Britain 
for its raw material, it makes too many qualities of yarn and 
there is not enough demand for even the most popular qualities 
to give the economies of scale which benefit the bigger over
seas plants.

This last excuse would be more acceptable if it were not for 
the fact that another producer is just about to start up. So there 
will be even less through-put, even less economies of scale, so 
more expensive support will be needed from the economy in 
general and the exporter in particular. Poor Fred!

T extiles (2)
Member Coalition 19 August 1977

There’s one quality above all that I envy the English and that is 
their ability to laugh at themselves. A classic example of this
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can be seen in an article in Punch, April 1975, when the fisher
men of Britain acted to stop competition from imports from the 
European Economic Community. It is entitled ‘Quick, the 
Drawbridge’ and the second paragraph reads:

Faced with the threat o f  frozen fish imports which were not only 
foreign, but cheap, these brave descendants o f Drake and Nelson  
did the proper British thing: they organized a blockade. We may be 
in the Common M arket, but that is no reason why foreigners 
should be allowed to meddle with our sovereign right to maintain 
inflation at the level to which we have become accustomed. The  
blockade succeeded in pushing fish prices up by 50%— a remark
able demonstration, you will agree, o f  what we in this great 
country can still do when we are up against it and without doubt, 
the most impressive stand against the European menace since the 
epic struggle against French eggs. Our rate o f inflation, Mr 
H ealey noted the other day, may soon be double that o f  our biggest 
competitors. In short, Britain leads the world!
Our rate of inflation is not the highest in the world, not now, 

anyway, but it is noteworthy that it is the clothing item that 
rises faster than the others. Yet it is clothing and textiles that 
impose such a crippling burden on the export industries and on 
consumers generally. It is because we protect these industries 
so lavishly that our customer countries, particularly our 
ASEAN neighbours, feel impelled to impose barriers in the 
way of our exports to them.

Eccles has been locked away in his ivory tower doing some 
quiet measurements of the cost of protecting the clothing and 
textile industries. He says that the increased cost of locally 
produced and imported textiles, clothing and footwear caused 
by the tariff and quota restrictions comes to 8800m, made up of 
8600m for clothing, 8130m for footwear and $70m for textiles 
used for final consumption. This protection costs each Austra
lian family about 8200 a year.

Eccles then started to pick other people’s brains. He said 
that a State by State breakdown was done of the way the differ
ent States benefit from the tariff on the clothing and textile 
industry plus the footwear industry: footwear being another 
industry in continual trouble.
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Benefit Burden Gain or Loss
New South Wales 8187m 8198m - 8 1 1 m
Victoria $312m 8151m + 8161m
Queensland 8 25m 8 86m -  8 61m
South Australia 8 22m 8 51m -  8 29m
Western Australia 8 7m 8 47m -  8 40m
T asmania B00 8 16m 1 00 3

Territories 0 8 12m -  8 12m

The benefits to each State of protecting these industries are 
shown in the first column in the table. The difference between 
the States is because some have more factories making these 
goods than other States, e.g. Victoria, with more such factories, 
gains most while the Northern Territory and the A.C.T. (the 
Territories) having no factories, gain nothing.

The second column, the burden, is worked out on the 
assumption that the people in all States use the same quantities 
of clothing, textiles and footwear. It simply measures the 
burden.

The last column shows that Victoria gains while the other 
States lose, particularly Queensland.

When Eccles had exposed this rather odd picture, I defended 
these industries on the grounds that they played an important 
part in decentralization, but Eccles brushed this aside. He says 
that 74.5 per cent of the employees in these industries are 
located in Melbourne and Sydney. 84.5 per cent are located in 
the six State capitals and 92.5 per cent are in the six State 
capitals plus Newcastle, Wollongong, Geelong and Launces
ton. So it is hard to justify protecting these industries on the 
grounds of decentralization.

T extiles (3)
Member Coalition 24 June 1977

The Industries Assistance Commission’s 1977 Draft Report on 
Textiles, Clothing and Footwear was unpopular with some 
people not only because it measured the cost of sustaining the 
industry. Even more greatly resented was the I.A.C.’s clear
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recognition that even at this cost of $800m, the industries 
would continue to shrink. I quote from the Report:

E ven  i f  the structural and oth er im p rovem en ts are m ade, there  
are few  activ ities in th ese  in d u stries that w ill not requ ire in creas
ing lev e ls  o f  assistance at co n tin u ally  increasing  co st to  th e rest o f  
the com m unity .
The decline of large sections of the industry is not caused by 

bad management or by lazy workers but simply by most 
sections being labour intensive and our labour costs, particu
larly for female labour, being much higher than those of our 
competitors. This gap between the wage rates will continue to 
widen.

Some sections of the industry, for instance those producing 
rugs and blankets, are competitive at low rates of duty and 
these sectors will remain, but most of the industry will 
gradually shrink. Without raising costs to consumers, it can 
only be saved in the long term by subsidizing it directly from 
consolidated revenue. This would have the great advantage of 
letting everybody know the cost of sustaining the industry and 
it would also mean that there would be no need for prices to 
rise as they do if the industry is protected by tariffs and quotas. 
If prices rise any further it will pay us to fly to Singapore just to 
buy new clothes.

So in the long term, nothing but a direct subsidy can save 
some sections of the industry. This is why it is so hopeless for 
the government to ask the I.A.C. to work out ways of keeping 
the industry in its present form for three years. The industry 
can’t be kept in its present form—it would be like holding 
down a safety valve on a pressure cooker; it could indeed be 
done for a while but it would have devastating results in the 
end. If a subsidy to the industry is the only way to help maintain 
it, there is nothing to stop the government using the same 
money to help wind the industry down.

But the government has asked the I.A.C. to fossilize the 
industry and this is to be done to safeguard employment. The 
government, however, appears indifferent to the employment 
in other industries that will be put at risk by so doing.

The most important, and the hardest to measure, is the 
employment lost because the economy is sick with inflation. 
The government is always expressing its concern about the
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damage done by inflation, but really inflation is only another 
name for rising prices and the commodity group that is rising 
fastest is clothing. The government must know that taking 
further action to protect the industry will make price rises 
inevitable. These, because they feed back into wages, jeopard
ize employment in other industries.

But there are other ways in which employment will be put at 
risk by protecting industry with tariffs and quotas. Recently 
merchants in the Philippines, encouraged by their government, 
were so enraged by our actions in stopping their textiles 
coming in that they threatened to put barriers in the way of 
exports of our steel. This created a furore in Port Kembla 
because of the threat to employment. And before the recent 
ASEAN conference the Malaysian Minister for Trade had 
encouraged barriers being put in the way of imports of our 
butter, sugar, flour and G.M.H. spare parts. It was only when 
the Australian government offered $90m in aid that these 
restrictions were reluctantly removed. So clearly employment 
is at risk because of the likelihood of retaliatory action and here 
again the export industries are the ones to suffer.

The export industries are weakened in another way. Now 
that we have an exchange rate that moves in response to market 
forces, every barrier that prevents imports coming in is an 
automatic barrier to exports going out. So Fred and his fellow 
exporters are automatically harmed. They don’t know about it, 
of course, but it happens just the same.

Almost everyone, even the government, now recognizes that 
tariffs must be lowered so that our standard of living can rise. 
But tariff reductions are like parliamentary salary increases, 
they are usually seen as justified but not just now. The time is 
never ripe, so we continue to wander aimlessly down the road 
to ruin, unable to make up our minds. There has been a lot of 
comment lately about the British disease. Well, we’ve got one 
of our own!

T extiles (4)
Farmer Coalition 16 June 1978

I keep having a vision, but Eccles says it is really a nightmare. 
In it I am still a Member of Parliament and I, with other M.P.s,
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accompany our ruler, King Mai, to the beach where he sits on 
his throne stopping the tides coming in and going out. On the 
last occasion, his task was to stop the employment tide in the 
textile, clothing and footwear industries from going out.

When the announcement was made as to which tide the King 
was stopping this time, a whole retinue set off for the beach. 
Lesser back benchers had the honour of carrying the throne. 
Then came the cabinet courtiers who formed a solid phalanx 
around his majesty, guarding him against people who might tell 
him things he wouldn’t want to hear. Then came the grave and 
responsible civil servants. They kept two paces to the rear, and 
wore pin-stripe suits and expressions of heavy responsibility. 
Then came the S.S. brigade. At first I thought these were a 
security force to protect the good and great but I was told that 
S.S. stood for ‘smart sods’ and that they were there to make 
certain that other smart sods did not snitch their import quotas. 
I noticed that the S.S. were particularly attentive to the civil 
servants who are the people who actually allocate the quotas. 
They clearly did not hold Members of Parliament in high 
regard and were only distantly respectful to the cabinet court
iers, but they fairly fawned on the civil servants. And they 
continually expressed their gratitude for past favours, which I 
thought was very generous until Eccles reminded me that 
gratitude can be regarded as a lively sense of favours to come.

When we reached the beach we put the throne down with 
proper reverence and we all gathered round, with the distance 
from the throne being in accordance with our station in life. 
The cabinet courtiers were closest, then the civil servants 
sitting on little camp stools that the S.S. people had brought for 
them. The back benchers were next and then the S.S. These 
weren’t worried about their position in life as long as no one 
pinched their quotas.

Before the ceremony began, there was a performance by 
some of the natives of the district. These were from the ACAM 
tribe and they danced on the beach, and turned head over heels 
and that kind of thing. They made queer threatening noises and 
beat their breasts and their drums.

Then the ceremony got under way. First, King Mai stood on 
his throne and at the top of his voice shouted advice across the
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seas about the wicked way other countries erected barriers 
against our trade. I am uncertain whether there were any 
answers because the winds of change were blowing strongly 
and the breakers were booming. I thought I heard a mocking 
reply about our own barriers but, if this was so, the cabinet 
courtiers made sure the King did not hear it.

Then the King took his seat on his throne, drew his cloak of 
authority around him and told us how he was going to stop the 
ebbing tide of employment in the textile, clothing and footwear 
industries and that this wasn’t going to be easy as some manu
facturers were wickedly using labour saving machinery. Then 
he asked one of the staff members of the Industries Assistance 
Commission to mark on the legs of the throne the level of 
employment in those industries and we were to watch the 
employment rise as the measures he had instituted took effect. 
So we settled back with quiet confidence and for a little while 
this seemed justified because the tide did indeed start to come 
in a little. Then the water started to creep down the legs of the 
throne instead of up, but when the man marked this he was 
taken away and beheaded, which is the way of emperors.

But still the employment tide sneaked out. Some of us knew 
that this was because the demand for clothing and footwear was 
falling because they cost too much, so people were making 
their own clothes or making do with less. But none of us were 
brave enough to tell the King this after what happened to the 
last bearer of bad news. But everyone noticed that the employ
ment tide was not doing what it was told. You only had to look 
at the level on the legs of the throne to see that.

Then the King explained that life wasn’t meant to be easy 
and the tide would behave properly soon. Then a very brave 
person brought him a message on a piece of paper. The King 
read it, and then announced that he had a very important 
engagement overseas and disappeared in a blaze of glory. 
Someone found the piece of paper that had made the King so 
cross. It was a table showing how employment in these indus
tries had obeyed the law of supply and demand and not the 
King’s commands. I suppose the next thing will be to rescind 
the law of supply and demand.
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Date
People em ployed in 

textiles
People em ployed in  

clothing and footwear
March 1973 53,300 108,900

1974 54,200 110,200
1975 40,300 86,500
1976 44,500 92,300
1977 38,900 82,900
1978 36,700 79,700

T extiles (5)
Farmer Coalition 12 October 1979

There was a time when the recent publication of the Industries 
Assistance Commission’s Draft Report on Textiles, Clothing 
and Footwear would have made me mad because it exposed the 
damage being done to my farmers. The Report spells out this 
damage yet again and also measures it which is a thing the 
industry cannot stand. They hate everyone knowing what they 
are costing us. We know now we are subsidizing the industry at 
a cost of about $200 a year per household. But I used to comfort 
myself by hoping that the damage done in this way might be 
offset by the employment gained as a result of the startling high 
rates of protection that these industries get.

Of course, Eccles has taught me that the employment gained 
by protecting one industry is almost always lost by the damage 
done to other industries. But I couldn’t help hoping that, in this 
case at least, there would be some increase in the direct 
employment in these industries, to offset the inevitable loss of 
employment in other parts of the economy, caused by the high 
rate of protection.

But the startling fact is that, in spite of the imposition of 
these burdens on Australian families in particular, and on the 
economy in general, employment in these industries continues 
to fall. Those who remember the piece I wrote on this subject 
in June last year will recall that the drop in the employment 
level was then exposed. And it still continues, in spite of our 
expensive efforts to shelter the industry from the traumas of 
change.
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Mr McCann, the executive director of the Australian 
Federation of Consumer Organizations, the organization which 
bravely and competently defends the poor consumers, the 
group that no one else seems to care about, pointed out recent
ly that retail clothing prices had risen by 85 per cent since June 
1974, which is faster than the rise in the cost of living, namely 
74 per cent. Yet during the same period employment in the 
clothing industry had dropped from 89,400 to 69,000 now, a 
fall of 22 per cent.

When I first saw these figures, I could not understand them. 
‘How can this be?’ I said to myself, ‘Surely there must be some 
employment benefit to an industry we are helping so generous
ly, to compensate for the damage done to the rest of us.’ But 
when you come to think of it, I suppose the reason for the fall 
in employment is that the high rate of protection afforded the 
industry has made clothes and footwear so expensive that the 
demand for them has fallen. Why this should be a surprise is 
puzzling but we seem to have got into the way of thinking that 
the old law of supply and demand has been superseded by 
edicts from the government. Clearly the law is still grinding 
away in its old fashioned way.

To demonstrate this I quote from a piece in the Adelaide 
Advertiser on 11 September, and written, not by an economist 
like Eccles with a view to maintain, but by a woman fashion 
writer who has been watching what is happening in the clothing 
scene:

A recent examination o f  retailing at a seminar conducted by the 
Fashion Industries o f  Australia, found that Australians now spend 
only 5.2% o f their income on clothing and footwear, compared to 
11% in 1955. Fashion experts are now convinced that most Austra
lians are buying clothing and shoes only to replace worn out 
products. T hey also feel that consumers with spare money prefer 
to spend it on holidays, with the introduction o f cheap air fares, 
and leisure activities such as theatre-going.
So clearly the law of supply and demand is still working. We 

now know that the only way to increase employment in this 
group of industries is to pass a law to make it compulsory for 
people to spend a certain amount of money on clothes and 
shoes. But even the government would hesitate taking such a 
step, although I guess the spokesman for the industry, Mr 
Aitchison, would not be concerned.
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But if you really want to see the law of supply and demand in 
action, come to our place on a Thursday which is Mavis’s 
sewing day. You will find her bent over her old sewing 
machine, pedalling away furiously, turning sheets outside to 
centre or whatever women do when they want to rescue an old 
sheet from its inevitable doom. She may have her mouth full of 
pins which will inhibit her eloquence, but when she takes them 
out she will tell you in no uncertain terms that she is only doing 
that because new sheets are too dear to buy. And there are 
people all over Australia doing the same thing with sheets, 
kids’ clothes and other garments. So if industry leaders want to 
find out what is wrong with the clothing industry, come and ask 
Mavis. I bet they aren’t game!

The successful establishment of an iron and steel industry in 
Australia has often been given as an illustration of the infant 
industry argument to justify tariff protection. I  accept that. 
However, that was in 1920, and yet the infant is not yet weaned. 
As this book goes to press, the government is considering an 
Industries Assistance Commission’s report on Iron and Steel 
Products and rumour has it that the government will continue to 
give the B. H. P. giant continuing protection. The company has no 
competition within Australia and continuing the duties will 
hinder competition from overseas, so the users of steel will 
continue to be disadvantaged.

B.H.P. has the traditions of a great company and some of its 
leaders have also been leaders of Australia as well as of B. H. P. It 
is our tragedy that the company’s present leaders still want to suck 
at the country’s teat.

Iron and S teel (1)
Member Coalition 31 December 1970

While all my parliamentary colleagues (and most of you other 
sods) have been lying around on the beach, what has the poor 
old modest Member being doing? Yes, you are right. He has 
been swotting away at tariffs under Eccles’ stern and eagle eye. 
I wish Eccles had never been born.
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The advocates of protection are always using the infant 
industry argument, namely, that though high tariffs may not be 
economically sensible when industries are fully developed, 
they are often necessary to get an industry started, to encour
age people to build the factories and buy the machines and get 
going. The inference is that after this period, tariff protection 
would not be necessary. As an illustration of the success of this 
argument, they always cite the iron and steel industry as the 
shining example.

When this industry started in Australia, it was protected as 
an infant industry. Now Australian steel is said to be cheaper 
than in most other countries and this does seem to be generally 
so.

But the industry is still protected by tariffs. It does not use 
its protection in a considerable proportion of its production 
because it doesn’t need to—because it is good at producing its 
main lines. But the tariff protection still stays on. Why? Some 
people say that this doesn’t matter if the protection isn’t used. 
But it does. For example, the Australian industry doesn’t make 
the kind of fencing wire that suits the new methods of electric 
fencing. You can’t blame them for this because there is not yet 
a great demand for it in Australia. But because there is a duty of 
$10 a ton on imported wire and because it is not available here, 
it has to pay the duty and so costs the farmer more.

There are a great many similar examples of this. Many parti
cular sizes of structural steel are not made here just because 
there is not enough demand for that particular size and shape. 
But duty free admission of these sizes is not allowed, so the 
duty has to be paid.

If we are as good at producing steel as everyone says we are, 
then I would think that the duties could well come off al
together. There would still be the very considerable natural 
protection of freight costs and the Australian industry has the 
great advantage of being close to its market. To lower the duty 
would at least let in some badly needed competition.

But there are some tariffs on iron and steel products that are 
well and truly used and the classic case is stainless steel. Here 
the duty is 35 per cent. It is here that the ‘infant industry’ 
argument starts to look a bit loose. To picture the Broken Hill 
Proprietary Company Limited as an infant is really straining 
credulity a bit far.
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When city people go to the Show they may see the beef 
classes being judged, if they are lucky. They are rightly im
pressed by the sleek appearance of the young bulls and they 
may think what wonderful converters of grass to flesh they are.

It is only when they visit the studs and see the way that these 
young bulls are foster-mothered that they realize they have 
been had. At ‘feeding’ time the young bull gets all excited as he 
sees his cow approaching. You think it is love calling. She is put 
in the bail, and what does the bull do then? No, you are wrong, 
he doesn’t. Down on his knees he goes to get at the udder of the 
poor skinny cow that is half his size, and he sucks away 
greedily.

Well, it’s all right (perhaps) to foster-mother young calves, 
but it is silly (and the beef industry knows this) to foster- 
mother big bulls. It tends to breed the milking quality out of the 
real mothers. And it seems a bit silly to me to use the infant 
industry argument with stainless steel.

It is true that the manufacture of stainless steel is an expen
sive process and the company would expect to lose money 
during its developmental stages. Well, Fred loses money each 
time he clears a new piece of scrub—he doesn’t expect to be 
helped for that. No farmer expects all his paddocks to be 
equally fertile—equally profitable. You would think that if you 
were as big and as profitable as the Australian iron and steel 
industry that you could take the rough with the smooth, 
particularly if you had an oil well in the back paddock.

There is an annual requirement of about 27,000 tons of 
stainless steel in Australia. This now costs us about $7m extra 
because of the duty. The main competition comes from the 
Japanese who buy our iron ore, nickel and coal, ship them to 
Japan, make them into stainless steel and then ship them back 
here again and have to climb over a 35 per cent tariff wall.

It is about time that this big bull was weaned.

Iron and S teel (2)
Member Coalition 20 August 1976

In December 1970 I poked fun at the Broken Hill Proprietary 
Company Limited, saying that we should no longer use it as the
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shining and successful example of the infant industry argument 
to justify tariff protection. I drew a parallel between the foster
mothered beef bull down on his knees sucking greedily from a 
weak and skinny cow half his size, and the giant B.H.P. com
pany still getting tariff assistance from the Australian economy. 
But when I wrote that article some of the comments I made 
were not quite fair because at that time, B.H.P. were not using 
the small amount of tariff protection that was available to them 
on the main range of their products, though they were certainly 
using it all on stainless steel.

But now B.H.P. is before the Industries Assistance Commis
sion asking for tariff protection on their main products and 
they claim that they really need it. It is true that the requested 
tariff rates are low but it is a tragic commentary on our econ
omy that they are needed at all. I can imagine how the shades of 
Essington Lewis and Harold Darling must quail at the thought. 
People will never be able to use B.H.P. ever again to illustrate 
the infant industry argument.

Now that the plight of B.H.P. has been exposed for all to see 
we may have more public understanding of the fundamental 
sickness that afflicts all of us. B.H.P. is not in its present 
predicament because they are a lot of messers, nor mainly 
because they lack the spur of competition. You can find things 
to criticize, but who are we to throw the first stone? Any steel 
mill has to be big if it is to be efficient and I have never known a 
big show that didn’t suffer from bureaucratic stiffness of the 
joints. I know that B.H.P. is little better than government 
departments in this regard, but any fair minded person will 
admit that B.H.P. is a well conceived and well run organization, 
big though it is.

Their trouble is the same as the rest of us, we are all being 
clobbered by an internal cost structure that is out of line with 
our competitors. That is why B.H.P. is asking to be treated like 
the foster-mothered beef bull, that’s why it is asking for, and 
needs, tariff protection.

However, B.H.P. is asking for treatment of the symptoms of 
the disease, not its cause. Its fundamental problem is a high 
internal cost structure, yet if they are successful in obtaining 
the tariff protection for which they ask, this will have an 
immediate effect on increasing the cost structure of the
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company still more. A tariff induced rise in steel products will 
quickly get built into a rise in the price of cars, wire, fencing 
droppers and then into wages and so back along the line until it 
comes to the exporter who can pass the price rises no further. 
And in a few year’s time B.H.P. will come before us again and 
ask for another subsidy from the exporting sector of the 
economy because their cost rises will have been increased 
because of the tariffs that they themselves received. It is 
pathetic seeing a company as big and efficient as B.H.P. down 
on its knees before us, asking for more of the same treatment 
that made it and us so sick. Surely a company with such fine 
traditions, with such a large stake in the country, can think of 
some other solution, one that won’t make it and us sicker!

B.H.P.’s problems centre on the high cost of labour, the high 
cost of industrial strife, the dreadful load of coastal shipping 
freight rates and port handling charges and so on. I do not 
pretend that these are inconsiderable burdens, indeed they are 
not, but they are the very burdens that are breaking the backs 
of the rest of us. If B.H.P. gets relief by an increase in tariff 
protection, this may suit them in the short term, but it would be 
fatal for them and us in the long term.

My city readers find my rural illustrations rather primitive 
but they are real to me. I started this article by comparing 
B.H.P. to a big beef bull being foster-mothered on a little cow. 
But there is another somewhat similar comparison. City people 
may not believe this but sometimes (not often) cows suck 
themselves. This is an unprofitable business for the dairy 
farmer, because he gets nothing out of the cow. And, strangely 
enough, it is also bad for the cow who milks herself weak and 
skinny in the end. Well, if B.H.P. gets the tariff protection for 
which she asks, it will do the same!

Iron and S teel (3)
Farmer Coalition 13 April 1979

Eccles recently paid one of his rare visits to Fred’s farm and he 
has been behaving in a queer way. He usually demands to see 
Fred’s account books as soon as he gets out of the car but on
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this occasion he took no interest in Fred’s financial well-being. 
Instead, as soon as he had polished off a plate of Mrs Fred’s 
scones with jam and cream (he has a queer human streak in 
him) he got a little mat out of his case, went outside, faced his 
mat and himself towards the east and sternly invoked the aid of 
Allah.

This unusual behaviour upset Fred’s dog who had never 
seen anything like this before. So he (the dog) started howling 
to keep Eccles company. So Fred rang to ask me to come over 
quickly in case he (Eccles) became violent.

When I arrived, Eccles was explaining the reasons for his 
strange behaviour. And every now and again he would rever
ently pat a report of the Industries Assistance Commission 
(I.A.C.) which he evidently regarded as something handed 
down from Mount Sinai. I couldn’t help remarking that this 
would be a lot quicker than sending it by post. Fred winked at 
me and I knew we had to humour Eccles and hear what was on 
his mind or else he would get to work on his mat again. So we 
sat back and listened.

Eccles says that the draft report on Iron and Steel Products 
just published by the I.A.C. is a most significant document. The 
tariff protection that B.H.P. now receives is low, much lower 
than is usual for Australian protected industry. But the I.A.C. 
recommendation is for these low tariffs to be still further 
lowered and that B.H.P. be assisted instead by a set of subsidies 
of various kinds which are designed to encourage the company 
to be more export orientated.

Eccles then gave us a long lecture about how this recommen
dation was in line with the government’s frequently expressed 
view that all industries would do better for themselves as well 
as Australia if they were to be more outward looking. And 
when Eccles explained it, we could see that, if B.H.P. went 
bald headed for exports, then the company would get the extra 
through-put that would justify the installation of the most 
modern and sophisticated labour saving equipment and so be 
able to get its costs down even further.

B.H.P. has been, is now and no doubt will continue to be a 
considerable exporter if things are left as they are. But the 
I.A.C. says that it is not enough for B.H.P. to be content to only 
export when the opportunity offers, the company should do its
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planning and investment with the clear objective of getting into 
the export market, boots and all. By so doing, it would not only 
help Australia by improving our balance of trade and by 
supplying other industries with cheaper steel, but it would also 
help the company.

There were many figures and tables in the report, the most 
interesting fact for me was that B.H.P. had lost far more than it 
had gained from the past policies of protection. The I.A.C. 
estimated that, for B.H.P., the cost of protection outweighs the 
benefits by approximately SI50 million a year. I have always 
thought that B.H.P. got clobbered by the tariff in the same way 
as we farmers do but I had not realized that it suffered to that 
extent.

Eccles is desperately anxious that B.H.P. accept the chal
lenge posed by the draft report. If  the company goes to the final 
hearing determined to go back to the old ways of being helped 
then he despaired that Australia would ever develop as the 
country should. And we have been told over and over again that 
we must be more outward looking if we are to have a more vital 
and vibrant economy, instead of battening on one another as we 
do now. B.H.P. is such a respected and powerful organization, 
that if it refuses to pick up the challenge, then we have an awful 
sinking feeling that lesser companies will never do so and we 
will continue as a second class country for ever.

So Fred and I can see now why Eccles was so busy on his 
prayer mat. After talking it over we decided to join him there. 
But we made our supplications to the shades of Essington 
Lewis and other giants of B.H.P.’s proud past. I don’t think 
they would have backed away from the challenge posed by the 
I.A.C. Report. And we hope and pray that today’s leaders of 
B.H.P. will not let Australia down either.

Shipbuilding (1)
Member Coalition 14 July 1972

Why are we so bad at building ships? We produce steel at world 
prices and our men are supposed to be as good as any. But the 
subsidized shipyards, even after they have received a subsidy
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of 33i per cent, are still far from competitive with other coun
tries. They need, in addition, the protection of import prohibi
tion to prevent overseas ships underselling them. And they are 
often not even competitive with the unsubsidized section of the 
Australian industry which builds smaller ships.

The subsidy cost taxpayers $18m in 1969-70, yet total funds 
employed in the subsidized section of the industry are only 
$20m. In other words, in years such as this, the taxpayer pays 
just about enough subsidy to equip the subsidized (or 
‘recognized’) yards each year. Or, if related to the labour 
employed, the subsidy is equivalent to taxpayers paying about 
$2,800 p.a. for each man in the industry. But even this isn’t 
enough; the protection of import prohibition is required in 
addition to the subsidy.

And the extra price caused by this import prohibition and 
paid by the Australian shipowner has a serious effect on coastal 
shipping freight rates. The Tariff Board estimates that the 
increased costs for an Australian tanker, even after receiving 
the subsidy, increases coastal freight rates by as much as 25 per 
cent. This adds to inflation and penalizes isolated areas, parti
cularly Tasmania.

The unsubsidized (or ‘unrecognized’) section of the Austra
lian industry does far better. I quote from the Tariff Board’s 
Report on Shipbuilding of 1972:

. . .  a com parison  o f  th e valu e added in A ustralia for  som e o f  the  
largest sh ips p rod u ced  b efore  1970 w ith  eq u iv a len t activ ities  on 
alm ost iden tica l sh ips b u ilt o versea s , sh ow s that local co sts  have  
b een  b etw een  th ree and fou r tim es greater than the overseas costs. 
T h is  com p ares w ith  th e resu lts  ach ieved  by som e u n su b sid ized  
A ustralian yards w h ich  h av e, w ith ou t b en efit  o f  su b sid y , w on  
contracts against bids on a su b sid ized  basis by R ecog n ized  yards 
and have also d ev e lo p ed  a s ign ifican t ex p ort m arket in sm all sh ips. 
T h e se  resu lts ind icate that som e o f  th e U n reco g n ized  yards are 
m uch m ore co m p etitiv e  in w orld  m arket term s.
The usual excuse for our poor performance is that our 

labour costs are much higher than those of our competitors. 
This is nonsense. The Japanese buy our iron ore and our coal, 
ship them to Japan, turn them into steel and then into ships and 
in the process pay a wage rate corresponding at least to that of 
the United Kingdom and then can easily undersell us.
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And what about the Swedes? Again I quote from the Tariff 
Board Report:

. . .  The Board notes that Sweden is a major producer o f ships for 
world markets. Compared with Australia, Swedish shipyards pay 
higher wage rates, are part o f a smaller domestic econom y, have no 
substantial cost advantages in major raw materials and machinery 
and enjoy less Government assistance than the Board proposes for 
Australian yards.
What is wrong with us?
One of the reasons is industrial strife. It is not only the dis

putes with management; more serious are the disputes between 
the various unions in the same yard. The Japanese usually have 
only one union in each yard whereas we have between fifteen 
and twenty, all jealously watching one another, each deter
mined that their particular little empire remain inviolate. And 
the generous protection for the industry encourages industrial 
disputes as all know that extra costs can be passed on. Simi
larly, union problems (as well as increased ship costs) add to 
shipping freights; and lack of effective competition between 
shipowners help these costs proliferate.

Another cause of our troubles is that we build too many 
classes of ships. If  we concentrated on building particular types 
instead of trying to build each and every type we would do far 
better. There are always advantages in building a run of any
thing, be it cars, ships or dresses.

The lesson is that if you provide a feather bed for an industry 
it will lie heavily upon it. The shipbuilding industry has done 
this in the past. I hope it is going to do better in the future. I’d 
also like to see some genuine competition in coastal shipping to 
improve efficiency and keep down freights. But with the 
government’s rejection of the Tariff Board’s recommendation 
to allow the importation of second-hand ships, this seems 
unlikely.

Shipbuilding (2)
Member Coalition 17 September 1976

One of the arguments that has been put forward to justify the 
taxpayer paying an annual subsidy of 813,000 for every man
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employed in shipbuilding runs somewhat like this: ‘The 
industry certainly costs the taxpayer a lot but we should not 
ignore the side benefits that follow creating shipbuilding 
employment in this way. Shipbuilders are likely to have a 
family of five, so benefits of the employment are spread 
through the economy. And then there is the employment gained 
in the components industry. And the Commonwealth gains in 
income tax collected from all of these groups. So we must not 
be too narrow-minded and think only of the SI3,000 subsidy 
per person employed. There are these other side benefits and 
these outweigh, by far, the piddling little amount of money 
involved, about $50m.’

I have drawn a parallel between shipbuilding and the wheat 
industry to see if I can demonstrate the fallacy of this argu
ment. I have constructed what Eccles would call a model of the 
wheat industry designed so that we employ the maximum 
number of people. My plan is splendid in its stark simplicity—I 
simply pass a law which states that any farmer who grows 
wheat using horses instead of tractors gets a subsidy of $13,000 
a year. You can see that there would be an immediate stimulus 
to employment because all farmers would have to employ more 
people if they wanted the subsidy. And the extra farm hands 
would need houses, so employment would be gained there. And 
the horses would need harness, creating more employment 
there. And all these extra people would pay income tax, so the 
government would gain on every count.

There would be an immediate improvement in the economic 
health of the small country towns which would start to blossom 
again because of the extra number of people working in the 
bush. More country schools would open up and we would be 
able to demand better roads and so on.

Indeed, the more I thought about my plan, the more desir
able did it seem. I mentioned it to Fred’s brother, Bill, because 
he owns one of the few draught horse stallions left in the land. 
He thought it was a statesman’s solution and he promised me 
massive support from the other draught horse breeders. I could 
see that the willing co-operation of the stallion would have a 
very important part to play in the plan, so I asked Bill to give 
the matter deeper thought. ‘Don’t forget that you can lead a 
horse to water but . . . well, you know what I mean, Bill. It
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would be a great pity if my whole splendid idea was to fail just 
because we couldn’t get your horse to co-operate. See if you 
can find out what he thinks about the idea and I’ll see you next 
week.’

When I saw Bill a week later he told me that he had put the 
question fully and frankly to the horse and had given him two 
days to think about his reply because he (the horse) is rather 
slow witted. In due course Bill says that the horse thought my 
idea was basically sound and that he would do his duty, but 
added the rider (you would expect a horse to do that) to the 
effect that he hoped that ‘in this day and age’ (he was a very 
well bred horse) there would be none of the old fashioned 
nonsense of a horse having to plod around from farm to farm on 
his feet. ‘See if your man will arrange to have me carried 
around in an air conditioned float pulled by a tractor. Then I’ll 
get my own back with that lot’, Bill swears he said.

For the benefit of my city readers I must explain that, when 
we farmed with horses, most farms did not keep a stallion but 
our mares were got in foal by a stallion led ‘on a round’ from 
farm to farm by a groom. It was this walking which was 
evidently worrying Bill’s horse. He (the horse) seemed to think 
that he would have enough to do without that. Bill strongly 
supported him on this, and I must admit that the request 
seemed reasonable, particularly as the horse was not exactly 
youthful, though I cannot tell his age because I have forgotten 
how to read a horse’s mouth.

Now I am the first to admit that the success of my scheme 
rests rather too heavily on the performance of Bill’s horse, 
because clearly we couldn’t create much employment unless 
we had a lot of horses. But even apart from this criticism of my 
plan, Fred says the whole idea is stupid anyway. Perhaps it is, 
but no more stupid than paying $13,000 per man just to keep 
him in shipbuilding employment. At least my plan would have 
considerable side benefits for Bill’s horse.

Engines
Farmer Coalition 1 December 1978

There is a considerable difference between admitting that 
tariffs must eventually come down and actually lowering them.
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David Trebeck, of the Australian Woolgrowers’ and Graziers’ 
Council, summed up the situation when he said, somewhat 
sourly when the Jackson Committee Report* was published, 
that everyone seems in favour of tariff reductions as long as 
they do not actually happen.

I had this feeling of frustration when Eccles told me that the 
government was considering delaying the reduction in the high 
level of protection for small industrial engines of the kind that 
farmers use, a protection which makes the engines very dear 
indeed. The ancient mariner had an albatross hung around his 
neck until it went rotten, but the Australian farmer has had a 
stationary engine instead of an albatross hung around his neck 
for so long that it stinks.

In May last year the Industries Assistance Commission 
recommended that the then high level of duty be gradually 
reduced over the years. The rate was to come down from 49 per 
cent to 45 per cent in November 1978, to 40 per cent in 1979 
and to 35 per cent in 1980. But now, acting on the principle that 
tariff reductions are a good thing as long as they do not actually 
happen, the government has referred these engines to the 
I.A.C. again.

The high duties on engines clobber farmers, but no one 
worries much about us. But it also clobbers the companies who 
use these dear engines in equipment they make. For instance, 
Howard Rotovator Ltd makes and used to export its well- 
known rotary cultivators, but now it finds that the high prices it 
has to pay for its engines and other components, are making its 
rotovators too dear. The following is list of the customs duties 
imposed on its inputs.

The components having been made so dear by these rates of 
duty, the company says that it will have to cease production of
* Jackson, R. G. (chairman). ‘Policies for Developm ent o f Manufacturing 

Industry’, Green Paper Report, October 1975.

Fasteners
Engines
Bearings

30 per cent 
49 per cent 
28 per cent 

22.5 per cent 
44 per cent 
26 per cent

Transmission parts
Springs
Chain
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some of its lines and expects the demand for others to continue 
to shrink. It knows all too well, that the demand for this kind of 
machinery is very elastic, and quickly falls if prices of 
machinery rise.

I now quote from sworn evidence given by Howard’s at the 
I.A.C. enquiry:

It is not unnatural that the farm ing com m u n ity  shou ld  d irect 
their critic ism  o f  p rotection  o f  m anufactu ring industry at the  
A ustralian farm  m achinery m anufactu rer, w ho is ea sily  id en tified  
w ith  their ow n ex p erien ce . In rea lity , the prob lem  lies  on e step  
fu rth er back in the in p u t-ou tp u t chain. It is th e h igh  p ro tection  o f  
m any o f  our in p u ts w h ich  increases our in p u t co sts  and w h ich  is 
ultim ately  re flec ted  in the h igher p rices for our p roducts and 
higher co sts  to  farm ers.
As I said at the beginning, most thinking people know that 

tariffs must come down in the long term. Even our high protec
tionist government now agrees. But they seem determined to 
see that these reductions do not actually happen.

E lectrical Appliances
Member Coalition 8 February 1974

Eccles says that the recently published Tariff Board Report on 
Domestic Appliances (refrigerators, washing machines, dish 
washers, etc.) discloses an almost classic example of what 
happens when an industry is over protected for too long.

High protection has operated in the industry since 1939 and 
encouraged too many manufacturers to start operations. Over
seas, they estimate that a company has to produce about 
500,000 white goods (the generic term for refrigerators, 
clothes washing and dish washing machines etc.) to get 
economic production. Because of the fragmentation of the 
Australian industry encouraged by high protection, the biggest 
manufacturer in Australia has a through-put of 160,000 units a 
year. The Australian market is big enough at 1.1m units to 
support at least two factories making 500,000 units each. If  the 
industry was structured in this way it would be possible to 
introduce more labour saving methods.
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The high protection has stayed on for too long, without 
being reviewed. There are too many industries which were 
given high protection way back in the 1930s and which quite 
naturally did not ask for their case to be reviewed lest their 
protection be reduced. The Tariff Board used to ask for these 
to be referred to them because it was obvious that the high, and 
apparently permanent protection, was lulling some industries 
into complacency and easy living. Eventually in 1971 the 
government accepted the need for automatic review of long 
standing high protection and this Report is a result of this 
review. Both Eccles and I hope that there will be many more.

Another reason why the industry is in its present mess is 
because of the activities of State governments. Our State 
Premier goes overseas fairly regularly, seeking to induce over
seas capitalists to invest in our State. We usually get a pang by 
pang description of his valiant efforts on our behalf in London, 
Tokyo and New York. When he comes down the aircraft steps 
on his return, he proudly proclaims that by his eloquence and 
dedication he has induced yet another industry to set up in our 
State. He doesn’t mention that sometimes this is done by selling 
it water at below cost or reducing land tax or giving it some 
other concession for which the rest of the community has to 
pay.

In due course, after a proper gestation period, there is an 
opening ceremony at the new factory. The Premier makes an 
eloquent address, taking all the credit for everything and the 
result is that we are frequently lumbered with yet another 
factory to produce goods which can only be sold if sheltered by 
a high tariff wall, and for which the consumer will have to pay 
extra for years and years.

We are only now becoming aware of the extra costs which 
these procedures have imposed. The subsidy available to the 
white goods industry works out at about 890m a year, and to 
every person employed in the industry we are asked to pay a 
subsidy of about 83,000 a year. It is estimated that the new 
duties recommended by the Tariff Board and accepted by the 
government will reduce the consumer subsidy by about 855m.

We farmers remember the scathing comments that were 
heard when our subsidies were ventilated, but here is a public 
exposure of a consumer subsidy paid for, in the end, by export -

113



ers. But, thank heavens, now it is becoming accepted that these 
lavish and uneconomic subsidies are a serious burden for the 
economy to bear and will have to be scaled down.

It is often claimed that high protection is needed in Australia 
because our wages are higher than in overseas countries. But in 
the U.S.A., which is an important competitor, their wages are 
higher than ours and the wages plus fringe benefits in Japan are 
very close to ours. The Tariff Board comments as follows:

H o w ev er , the real d isab ility  o f  A ustralian m anufactu rers in 
regard to labour is not the co st p er hour but th e extravagant use o f  
labour— by com parison  w ith  their overseas com p etito rs— w hich  
resu lts from  fragm en ted  and d isp ersed  production .
So I hope the industry just won’t sit around licking its 

wounds but will face up to the restructuring to which the 
Tariff Board Report refers. We certainly couldn’t afford to go 
on as we were.
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4 International Implications

Cheap Labour (1)
Member Coalition 11 December 1970

Eccles holds my nose hard down on the tariff grindstone. It is a 
painful process, but I presume beneficial. But I can’t help wist
fully peering sideways around the grindstone at my parliamen
tary colleagues who have time to run around their electorates 
opening things and getting votes. All I am getting is a sharp and 
sore nose.

One of the traditional arguments for tariff protection is that 
it protects Australian manufacturers from the competition of 
cheap labour countries. Often the same people use exactly the 
opposite argument, namely, that it is necessary to protect 
Australian manufacturers from U.S.A. competition where 
wages are higher but where greater through-put gives the 
economies of scale. These people -emind me of the boxer who 
proudly boasts he will take on allcomers as long as they don’t 
have a strong left lead or a vicious right hook.

But to go back to this cheap labour argument. Sometimes the 
very people who use it are awfully nice people who, after they 
have finished presenting this case, turn around hurriedly and 
abuse me because I am not giving enough overseas aid to the 
undeveloped countries or am not letting in enough Asian 
migrants.
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A few years ago I was in Bombay and one morning visited a 
milk factory where they were reconstituting Australian 
skimmed milk powder, using Australian machinery given 
under the Colombo Plan. As far as I could tell it was a well run 
show and the milk was needed and appreciated. And certainly 
Australia had plenty of skimmed milk powder to sell them. I 
asked them if they had any troubles and they said only one. ‘We 
like your skim milk powder, but we have difficulty in getting 
enough foreign exchange so that we can buy enough of it.’

In the afternoon I visited a really first class cotton sheeting 
factory which again, as far as I could judge, was excellently 
run. At the end of the visit I asked if they had any troubles. 
‘Only one’, they said. ‘You people in Australia put a tariff of 55 
per cent against our sheets so that we can’t sell them in your 
country and this prevents us earning foreign exchange.’

Now it is well known that I am a modest Member with more 
to be modest about than most and this is perhaps the reason 
why I find it so difficult to see the sense in all this. The Austra
lian dairy farmer can’t sell his skim milk powder, the Australian 
housewife has to buy dear sheets, the Indian kids can’t get milk 
and the efficient Indian sheet factory can’t make sheets. And 
this is brought about by the good and wise government which 
Mavis says I must not criticize.

There are two points that really worry me about this argu
ment that we should not buy from cheap labour countries. The 
first is, how are they going to survive if we don’t? Everyone is 
relieved to see how Taiwan, South Korea, Hong Kong and 
Singapore are really pulling themselves up by their bootstraps 
and are learning to use their plentiful and comparatively cheap 
labour effectively to efficiently make goods we need. Our 
satisfaction is twofold: we just like to see people do well by 
their own efforts and we can’t help feeling relieved that non- 
Communist countries in particularly dangerous areas are 
demonstrating that non-Communist methods are viable. So we 
want them to get on for these reasons, but we don’t want to buy 
from them because their labour is cheap.

My second worry is even more important. About 42 per cent 
of our exports in the last financial year went to Asia—to cheap 
labour countries. It seems a funny way to encourage the growth 
of our exports—to refuse to buy their exports, just because 
their labour is cheaper than ours.
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There is a frightening tendency for governments all over the 
world to erect barriers to trade. The European Economic 
Community is leading us down this dangerous slope with the 
U.S.A. edging towards it. It is a most unfortunate time for us to 
refuse to buy Asian exports because they are cheap.

Cheap Labour (2)
Member Coalition 8 October 1971

The other day I was grizzling away in parliament about the high 
duties on textiles and someone from the other side of the 
chamber interjected, ‘Don’t you believe in protecting us 
against imports from cheap labour countries?’

This rather floored me. I must admit that most interjections 
floor me. Often I think of some splendid answers: indeed I 
sometimes nearly kick the end out of the bath, laughing at my 
splendid replies. But this is usually about a month later, which 
rather spoils the effect.

This jibe about ‘cheap labour’ was intended to hurt. A few 
years ago the word ‘black’ would have been added to ‘cheap’. It 
is the justification used by many protectionists. What does it 
really imply?

We know that low money wages do not necessarily mean 
cheap real wages. But in many cases, real wages are often much 
higher in Australia than in Asian countries. The question is 
whether we should try to stop the importation of goods from 
these countries for this reason.

Let us take as an example the action of the government on 
shirts and knitted garments. The Minister made it clear that he 
thought the Tariff Board was right in principle to lower the 
duties, but to do this would mean exposing our industries to 
competition from Hong Kong, Taiwan, China and South 
Korea were labour costs are lower. So negotiations are to begin 
to limit imports from these countries.

Well, there are a few points that ought to be made. One is 
that Fred and his fellow farmers have to compete on equal 
terms in export markets with countries whose labour costs are 
less than ours. For instance, no one gives us more for our wool
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because our labour costs are higher than South Africa’s, or for 
our dried fruits when we sell in competition with Greece. It is 
evidently thought to be fair for Fred and his friends to compete 
on equal terms with cheap labour countries, but only if you 
have a farm and not a factory.

And, second point, if we limit imports from Asian countries, 
we limit their ability to buy from us. The greatest need of these 
countries is foreign exchange. An important reason they don’t 
buy more from us is that they just haven’t got the foreign 
exchange to do it.

In the case of these four countries, Hong Kong, Taiwan, 
China and South Korea, in 1970-71 we exported to them 
8203m worth of goods, yet we only bought from them 8121m, 
leaving a balance in our favour of 882m. I wonder how much 
more they would have bought from us if we had bought more 
from them?

Thirdly, putting blocks in the channels of trade with Asian 
countries is always likely to unnecessarily irritate them even if 
they have the foreign exchange to buy our goods. I don’t think 
it would have been exactly helpful to the wool market to have 
the Australian manufacturers of woven man-made fibre cloth 
going to our best wool customer, Japan, earlier in the year, 
asking her to cut down on her supply of textiles to us; particu
larly when last year we sold to Japan 8614m more goods than 
we bought from her. I hope Fred doesn’t get to hear about this.

Fourthly, everyone knows what industrialization can do for a 
country. Again, look at Japan. A short while ago she was 
regarded as an undeveloped country, now she is our best 
customer. These other countries might one day become as good 
a customer as is Japan, if industrialization is successful. We 
want it to be successful, but we don’t like buying the products 
of the process.

Fifthly, everyone knows that trade is indeed more important 
than aid, that aid alone destroys the morality and the economy 
of poor countries. So we urge self help on them in eloquent 
speeches. But when they start to do it and to sell us something 
cheap, we say, ‘Oh, no, we didn’t mean that. Sell it to America 
or to the U.K., or to someone else. Not to us. We can’t allow 
our industries to meet the competition of cheap labour 
countries.’
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So the next time that chap interjects across the chamber he 
will cop it right between the eyes. All I need is time!

Bureau Industry Econom ics
Farmer Coalition 26 January 1979

When the government formed the Bureau of Industry Econo
mics (B.I.E.) Eccles went off his food. He knew that the 
manufacturers had been asking for such a body for some time, 
saying that they ought to be serviced by an independent group 
in the same way as farmers were serviced by the Bureau of 
Agricultural Economics. Eccles was suspicious that the B.I.E. 
would be expected to give its milk down every time the govern
ment or the manufacturers rattled the bucket.

When the first report of the B.I.E. was published—called 
Industrialisation in Asia— Some Implications for Australian 
Industry— Eccles was sure that it would agree with the govern
ment’s statements that we were doing all we could be expected 
to do in trading with our Asian neighbours. Ever since we 
caught out the previous Minister, Senator Cotton, using Asian 
trading figures rather carelessly, we have both been rather 
suspicious when the good and great quote figures about our 
trade with Asian countries. So I can understand why Eccles was 
so suspicious about this first research paper of the B.I.E.

But after he had read it he had a big smile on his dial. ‘I 
couldn’t have written better myself’ he said with his usual 
condescension. ‘Just listen to this.’ Then he read out a quote 
from page 121 of the report which said:

T h is  link b etw een  in creased  trade and econ om ic grow th is a 
them e in th is report that d eserv es  sp ecia l em phasis. It su ggests  
that econ om ic grow th in A ustralia  as w e ll as in th e d ev e lop in g  
Asian cou n tries can be assisted  by greater trade b e tw een  th e tw o  
regions; w ith  each sp ecia liz in g  in good s and serv ices  w h ich  it can 
produce m ost econom ically .

Eccles read this over twice, very loudly, and then said trucu
lently that that was what he had been saying all along.

Eccles cannot understand why things often do not turn out as 
badly as he anticipates, why people who he regards with such
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suspicion perform so well when they are given the task of 
making independent and public reports. I suppose that, for 
professional people, the discipline of knowing that their work 
will be made public must be a great deterrent to saying things 
they know are wrong. It would be one thing to tell a Minister in 
private what you know he wants to hear, but it is different 
when your advice is exposed to the world, and particularly to 
your peers, if it is economic nonsense.

That may be the reason why people show this somewhat 
surprising independence of mind, but there may be another 
reason. An Australian once expressed surprise to the Minister 
for Justice in South Africa that the government of that country 
did not take care to appoint judges to their High Court who 
were subservient to the government’s point of view. ‘We do, 
indeed we do’, the Minister replied, ‘But after they have been 
there for six months they think that they have been appointed 
on merit!’

I don’t know what the reasons are but I am unutterably 
thankful for the result.

The Harries Report
Farmer Coalition 2 November 1979

Eccles has been getting so much good news lately that he is 
becoming hard to handle. It started way back in the past with 
the Vernon Committee saying in 1965 that tariffs would have to 
come down in the long run. Then came the Jackson (1975) and 
Crawford (1979) Reports, the White Paper on Manufacturing 
Industry (1977), the Senate Report on Research and Develop
ment (1979), then the Stan Kelly Memorial Lecture in 1979 by 
the secondary industry leader, John Uhrig; all of them saying 
the same thing, that tariffs must come down as soon as possible. 
Then in the middle of September 1979, Mr Peacock gave the 
Menzies Memorial Lecture in which he said encouraging 
things about the manufacturing industry standing on its own 
feet, not ours. And he referred most respectively to the Harries
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Committee Report on the Third World* which was made 
public the next day. Eccles always carries this around with him. 
He says that it is going to be the straw that breaks the backs of 
the high protectionists. And when I saw the size of it I can well 
imagine that this will be the likely result. There are 376 pages 
of it and every word weighty.

When you look at the quality of the people on the committee 
it is not surprising that they did their job well. Indeed, the 
membership reads a bit like a Who’s Who of the best brains in 
the country; top ranking civil servants, academics, business 
leaders and a top trade unionist, Mr Nolan. No one could claim 
then that they were a lot of lightweights. I am not surprised that 
Mr Peacock quoted from the Report with respect and confi
dence in his Menzies lecture.

There are so many quotes I could cull from the Report which 
would square exactly with what Eccles and I have been saying 
for so long, that we find ourselves embarrassed with riches. 
Eccles wants me to quote chapter after chapter but I will be 
merciful and will only use one small paragraph. But it is packed 
with wisdom.

A ustralia shou ld  g ive its strong su p p ort to  p o lic ies  d irected  at 
reducing barriers to intern ational trade both  as a con trib u tion  to  
achieving m ore rapid econ om ic d ev e lo p m en t and as b ein g  n e c e s 
sary on the grounds o f  eq u ity  and b etter  politica l relationsh ips. T o  
be taken seriou sly  in th is regard , h o w ev er , w e m ust ou rse lv es  take  
action to lib era lise  p ro gressively  our ow n restriction s on im ports.
It is only when you look carefully at that pregnant paragraph 

that you realize its full import. We are at last coming to realize 
that there are two good reasons for trading more freely with 
our ASEAN neighbours. The reason usually emphasized is 
that, by so doing, we will help them. But far more important 
from Australia’s point of view is the recognition that it is very 
much in our interest to trade more freely with Asia. We know 
now what great benefits Australia gained when Japan took off 
economically after the war. She is now a great trading nation 
and we have gained greatly thereby. The same thing is about to 
happen in the ASEAN countries, yet small-minded men ask us
* ‘Australia and the Third World’. A report prepared under the chairman

ship o f Professor Harries for the M inister o f Foreign Affairs, April 1979.
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to turn our backs on the opportunities that loom in this part of 
the world so that we can shelter our poor, weak, inefficient 
industries from the real world on our doorstep. We can do what 
they say, we can retreat into our little shells and become 
recognized as being increasingly irrelevant in our region. For 
our own sakes, if not for others, the message is plain: our own 
economic development will be hindered if we persist with our 
present policies. We need Asia more than Asia needs us.

The second part of the paragraph recognizes the harm that 
our present policies are doing to our Asian neighbours. Each 
time we place barriers in the way of their trade with us we make 
nonsense of our protestations at international conferences 
about the damage that trade barriers do to underdeveloped 
countries. We do indeed damage other countries as well as 
ourselves. We must be rapidly reaching the stage when no one 
will believe us any more, indeed, we are finding it increasingly 
difficult to believe ourselves.

There is, however, a more frightening and sordid aspect 
even than this. Most of the pressure to continue our present 
tragic policies comes from small but vociferous pressure 
groups such as the textile lobby which will stop at nothing to 
scare the daylights out of our statesmen to prevent them from 
taking action that almost everyone knows would benefit 
ourselves and our neighbours. It is about time we started 
asking who is responsible for the foreign policies of our 
country: Mr Peacock or Mr Aitchison, the spokesman for the 
textile lobby?

Well, who is, anyway?

Institute o f International Affairs
Farmer Coalition 9 November 1979

Recently, I was asked by the Institute of International Affairs 
to go to Melbourne to talk about the economic relationships 
between Australia and the ASEAN countries. I accepted 
because I do not get many chances to give tongue these days
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and I knew that Eccles would prepare my talk for me and all I 
would have to do would be to read it.

Senator Sim, a Liberal from West Australia, was the first 
speaker. He said that we were harming our relationship with 
ASEAN countries by preaching about the benefits that would 
follow the lowering of trade barriers but then doing the oppo
site. His main message was that we needed ASEAN far more 
than they needed us and by adopting our present dog in the 
manager attitude towards them, we were hurting ourselves 
even more than them. The ASEAN countries were expanding 
their economies in the same way as did Japan after the war, but 
if we were not careful they would go steaming past us as we 
crouched cowering behind our tariff wall, treating their 
development as a threat and not an opportunity. Eccles would 
have agreed with everything he said but he would have used 
longer words.

The next speaker was Mr Lionel Bowen, the Deputy Leader 
of the Opposition in Commonwealth Parliament. When I heard 
his well-modulated tones I realized that I was listening again to 
a typical M.P. who didn’t have much to say but was determined 
to say it at inordinate length. This was particularly noticeable 
when someone asked him a question; he went wandering off 
into the distance and I went to sleep. As far as I could gather, he 
seemed to be in favour of freer trade between us and ASEAN if 
this could be arranged without upsetting anybody and if the 
ASEAN countries could arrange to govern themselves in the 
same wonderful democratic way that we do in Australia. I 
didn’t like to say so, but I couldn’t help thinking that he had a 
bit of a nerve telling them how they should arrange their affairs 
when we do not always appear to have been a shining example 
of how to behave.

I spoke the next day and I suppose that I was pretty dull. It is 
a great pity that Eccles is such a bore. I agreed with Senator 
Sim that we needed ASEAN more than they needed us. Eccles 
had prepared some figures to correct the line, pedalled by 
government spokesmen, that we were treating ASEAN 
generously. The truth is that the gap in our favour between the 
trade of Australia and ASEAN continues to widen as this table 
shows.
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A (Exports to 
ASEAN)
B (Imports from 
ASEAN)

1969/70
287,267

104,816

1970/71
297,192

87,446

$,000s
1971/72
328,996

96,946

1972/73
388,817

107,007

1973/74
501,636

194,353

182,451 209,746 232,050 281,810 307,283

1974/75 1975/76 1976/77 1977/78 1978/79
A (Exports to
ASEAN) 724,961 659,355 722,154 856,765 1,099,653
B (Imports from
ASEAN) 244,695 316,965 431,069 556,857 641,876

480,266 342,390 291,085 299,908 457,777

Eccles put that table in because he has noticed a tendency for 
the good and great to be a bit careless in the way they use 
figures in this area. The table shows without doubt that we 
need them more than they need us.

In the House of Representatives on 25 September 1979, the 
Prime Minister, Mr Fraser, also used logic rather carelessly. 
He gave the impression that we were entitled to feel rather 
virtuous about our trade with ASEAN because our population 
is so small compared to theirs. This is true; in 1978/79 we 
imported from ASEAN at the rate of $45 per head of our 
population while they only imported from us at the rate of 
$4.37 per head. Yet if the balance of virtue of trade between 
countries is to be measured on a per head basis, some odd situa
tions will appear. For instance, last year we imported from 
New Zealand at the rate of $30.1 per head of our population 
while they imported from us at the rate of $241.25 per head of 
theirs. Eccles says that it is a silly measure and should not be 
used.

The most interesting part of the seminar came at the end 
when Mr John Thompson, a Labor M.P. from N.S.W., spoke 
about Labor’s revised tariff policy. Evidently Mr Thompson 
has no great leadership ambitions because he spoke simply and
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clearly. He said that he had been working closely with Mr 
Bowen and he was proud to be able to tell us that the Labor 
Party now realized that, while they were in government in 
Canberra, the wretched academics had led them astray about 
tariffs. But now they had seen the light and from now on they 
were going to revert to their old policy of giving all industries 
the protection they needed.

When Mr Thompson blamed the Labor government’s 
failures onto the wretched academics there was a noticeable 
shuffling of the feet amongst the audience, more than half of 
whom were academics. But at least when Mr Thompson sat 
down we knew where Labor stood about tariffs. We certainly 
would not have discovered this if we had been listening to Mr 
Bowen.

Professor C am pbell
Farmer Coalition 26 October 1979

An article I wrote following the Prices Justification Tribunal’s 
report on beef marketing showed the great regard that Eccles 
has for Keith Campbell, the Professor of Agricultural Econo
mics at the University of Sydney. This is not surprising 
because the two of them have a lot in common; both have the 
nasty habit of telling people what they do not want to hear and 
both express their unpopular precepts in gravelly voices, 
spoken through their noses.

In that article I compared Professor Campbell’s dissection of 
the beef marketing problem with the butchering expertise 
shown by our experienced old neighbour when Mavis and I, 
soon after our marriage, had a steer carcase laid out on the 
kitchen table. We didn’t know what to do next because there 
were no dotted lines on the carcase as there were in Mavis’s 
brand new cookery book. But our neighbour, with a sharp knife 
and a lot of experience, soon had the problem cut into manage
able portions, each neatly labelled for the oven or the griller.

When I was a Member of Parliament I often used to proclaim 
that my farmers were not only important to me, but they were 
important to Australia and the world. ‘In the future, when 
there is standing room only in the world, my farmers will be
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entitled to a special place in heaven,’ was my perpetual plea. 
‘They must be given the costs of production and everything 
else they want, such as marketing schemes. They are not 
activated by base self interest or greed but by benevolence. 
They are dedicated to feeding the world, which, without their 
selfless efforts, will starve.’ Then I would sit down to pro
longed applause, helped, I will admit privately, by some well 
executed work with my handkerchief.

But now Professor Campbell has blown this outlet for 
eloquence by writing a book called Food for the Future.* With 
his usual impeccable logic, he takes apart the myth that the 
world is poised on the brink of starvation. At the end of his 
book he says:

T he foregoing analysis o f the impediments that inhibit the 
world’s farmers from achieving the production levels o f which 
they are capable points directly to governments as the major 
villains o f the piece . . . The agriculturalists o f the world, as we 
have seen, have the skills to do their task and deliver the food 
requirements o f the world’s population in the next century with
out putting significant strain on world resources. It remains for 
governments both individually and in concert to devise satisfactory 
viable solutions to the problem o f  food distribution as part o f a 
more general attack on the problem o f poverty.

Food production then need not be a problem. The jeremiads o f  
the doomsday men about the future food production potential o f  
the world are just plain wrong. With the prospect o f  continued  
progress in containing population growth and with more attention 
to agricultural science and its application on farms, the world can 
look forward to substantially better diets in the future than were 
ever enjoyed in the past.

Professor Campbell agrees with John Kennedy when the latter 
said in 1963:

We have the means, we have the capacity to eliminate hunger 
from the face o f the earth in our lifetim e. We need only the will.
I am glad I am out of politics. It is easier to criticize govern

ments for their lack of will than to find ways of doing things 
better. Professor Campbell has pointed out some of the ways 
but there are not many votes in them, so the will is lacking.

That seems to be the root of the problem, really.
* Campbell, Professor Keith. Food fo r  Future, University o f Sydney Press.
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5 Labour and Money

People not P olitics
Member Labor 10 October 1975

When I first burst onto the political scene, Mavis, who was 
even then driving from the back seat, decided I should carve 
out a separate niche for myself on the political ladder. ‘You 
must propound a new philosophy’, she urged. ‘You must beat a 
new drum, blow a fresh trumpet. Don’t be like the rest of those 
political hacks, you must proclaim in ringing tones that you are 
interested in the well-being of people as individuals, not dull 
old policies and platforms.’

So we did just that. I made imaginative and moving state
ments to the electorate to that effect, but I must admit that they 
received the news with surprising equanimity. Then I tried the 
same line in parliament, and once, I remember with shame, in 
the party room, but my colleagues were utterly unimpressed. 
Then I found that nearly all of them had said something similar 
when making their maiden speeches, that there was hardly a 
member in parliament who had not proclaimed that he was 
more interested in people rather than in policies and platforms.

But I know now that policies and platforms, and indeed, 
political parties, are (or should be) only interested in the 
welfare of people. For instance, Eccles is always pounding my 
ear about lower tariffs not just because he thinks that to lower
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tariffs is a good policy since it would encourage our limited 
resources to be used more efficiently, but because he knows 
that it would increase the people’s standard of living, so should 
make them happier.

Even those who want higher tariffs are activated by a desire 
to help people by creating employment and so on. The fact that 
they are talking nonsense doesn’t alter the fact that they are 
trying to benefit individuals as well as themselves.

I admit that the Member of Parliament who twangs the heart 
strings, who talks more about people than about policies, 
always attracts more interest than dull people like Eccles and 
me who plod drearily along the narrow path of economic 
rectitude. But in the last resort policies ought only to be about 
people, not political power for power’s sake or anything else, 
only people.

I have been reading some reports on poverty, and as I saw 
exposed the grim picture of poverty amongst plenty, I was 
tempted to throw up my hands in horror and say in anguished 
tones, ‘Let’s be done with politics and policies, let’s concen
trate on helping the poor.’

This would certainly be a good thing to do. And I would 
appear a kind hearted statesman and not a cheese-paring politi
cian, as I do now, and this would be good for my vote at the 
next election. But governments can usually only help people by 
hurting others. We should remember that most of the resources 
to help people come from the average income earner. In 
1972/73, over 50 per cent of personal income tax came from 
taxpayers with a net income of under $7,500. (The last figures 
available show that, in 1978/79, 48.4 per cent of the personal 
income tax collected came from people earning a taxable 
income of under $14,000.)

So it’s no good us bursting into tears while reading about 
poverty and saying that we must do something to help the poor 
unless, at the same time, we realize that we can only do so at the 
expense of others, many of whom are almost as poor as the ones 
we are trying to help!

And it’s no good trying to help the poor by giving them a 
bigger slice of the economic cake, if, by so doing, we destroy 
the incentive to make a bigger economic cake. Doing this may 
make poor people more equal and this may well be a good thing
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for the morality of the rich, but it doesn’t help the poor unless 
they get a bigger slice of cake—this interests them far more 
than the knowledge that the rich are being made poorer. The 
experience of both Britain and Russia should be a warning to us 
here.

So while I have been reading about poverty, I have been 
trying to resist the temptation not to let my heart rule my head. 
Demonstrating a soft and sympathetic heart would be a good 
thing for my political image but poor people are more likely to 
be helped by those with hard heads than soft hearts.

But I admit it would be nice to have both.

Spending your M oney
Member Coalition 19 June 1970

I once used to make resounding speeches complaining about 
the multiplicity of government departments and how grossly 
underworked and overpaid were the civil servants in those 
departments. These sentiments were usually received with 
gratification by my rural audiences, which contained very few 
civil servants who seldom ventured far from the city.

I justified this stand by pointing out that I was dedicated to 
saving the citizens’ money. This sentiment was received, as I 
say, with gratification, but certainly not with rapture. After I 
came to Canberra, it did not take me long to find out that the 
Member of Parliament who advocated saving money did not 
loom very large alongside the man who advocated spending it.

Isn’t it a queer business? The government has no money of 
its own, and all it spends it gets from the citizens. And much of 
the year, these citizens spend most of their time gathering 
together in small groups, complaining about the proliferation 
of civil servants, how little work they do and how much they 
are paid, and how high is income tax and how it is dampening 
down their incentive to work and so on. But about twice a year 
these same citizens go along to a public meeting of some kind, 
perhaps a political meeting, and then they spend almost all 
their time complaining about the lack of vision and the absolute
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stinginess of the government because it won’t give more of 
their money away to someone else.

The clever people who write the political columns in the 
newspapers are just the same. When the Budget is being 
framed, these very worthy gentlemen, with impeccable econo
mic logic, castigate the government lest it spend a cent more 
than absolutely necessary. The rest of the year they spend 
kicking the guts out of the government because it isn’t spend
ing more on a naval base at Cockburn Sound, more on pen
sions, more on storage of water, more on hospitals, more on 
education, more and more on just about everything.

Of course, Fred is not like that. He absolutely hates the 
government spending money on anything at all, except on 
simple things like subsidizing superphosphate and wheat, and 
on roads, school buses, country high schools, water reticula
tion in the country and so on—things that are really worthwhile 
and necessary.

Now Mavis may not know much about economics, but she 
has a very shrewd idea of how I should behave if I am to climb 
the political ladder. So she is at my side, continually urging me 
to make a good fellow of myself, giving away taxpayers’ 
money.

Eccles stands grimly at the other side, sniffing occasionally, 
but always urging economy on me. When I express surprise at 
the difficulty of my situation, he says it is self-inflicted. ‘None 
of this would happen, my man,’ he grizzles, ‘if you wretched 
Members of Parliament every time you opened an irrigation 
dam, or an old folks’ home or you increased pensions or any 
time you did anything like that, you did not pretend it was your 
money, and not the citizens’, you were throwing around so 
generously.’

I suppose there is a lot in this. Sometimes I open an old folks’ 
home. On such occasions I am often able to present a cheque 
from the government to the chairman of the group that has 
really done all the work. The speech I make on that occasion is 
interlaced with references to the generosity of the government 
(and by implication, me) when all the time I know that if it was 
my money they were getting, and not the citizens’, they would 
be getting a very much smaller helping.
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You would realize, if you stopped and thought, that the 
government hasn’t really been generous with its own money. 
But citizens don’t stop and think. They are in such a hurry to 
get their hands into the honeypot, that they haven’t time to 
think. So governments spend more and more, and tax more and 
more, and taxpayers grizzle more and more, urging economy 
on politicians on Sunday, and generosity for the rest of the 
week.

It’s no wonder we get confused!

Productivity
Member Coalition 27 August 1971

Earlier this year I wrote a series of articles which dealt with the 
theory of constant shares; how the percentage of the Gross 
National Product received by the wage earner remained prac
tically constant in this and all other western countries. That 
being so, it must follow that the only way that the wage earner 
can get a bigger slice of the economic cake is by helping to 
produce a larger G.N.P. cake, so his slice can be larger. There
fore any industrial action that prevents the G.N.P. cake being 
bigger, affects the wage earner more than the man with money.

Then we saw how the activities of many union leaders were, 
wittingly or otherwise, inevitably leading to a reduction in the 
size of the G.N.P. I quoted an extract from The Economist 
which hammered the point home. The article said that the 
activities of union leaders in the U.K. had inevitably reduced 
the working man’s real wages in recent years.

Well, I have been worrying about that article since then. 
Actually, I don’t read The Economist myself. Eccles cuts out 
things he wants me to read and as he is really a cold-hearted 
fish, I thought perhaps that he might be taking advantage of my 
simple nature.

But since then I have had confirmation from another 
respectable source, and what’s more, I found it myself in an 
article in the Reader’s Digest which is rather more my level of 
reading. This article referred to Fabian Tract No. 403, so I
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wrote to the library for the document, and I did this all by 
myself!

The queer thing is that it is written by Lord Balogh who was 
chief economic adviser to 'Harold Wilson. And when Balogh 
wrote the article he was chairman of the Fabian Society, so you 
would hardly call him a ‘true blue Conservative’. So what 
follows is not old Eccles theorizing; it is Balogh recounting 
what unwise union leadership actually did to the wage earner in 
Britain during the time of the last Labour government. I quote 
from the Fabian Tract No. 403.

. . . T he direct total social gain from ‘industrial action’ was not 
merely negligible; it might well have been negative. N either in this 
country nor anywhere else have trade unions been able to increase 
the share o f wages in total national income. T he increase in money 
wages has been frustrated by rising money prices. T hese robbed 
the wage earner (or his w ife) o f the expected gain; frustration and 
anger were the result. The indirect loss due to the resultant 
worsening o f the balance o f payments and the enforced slowdown 
o f expansion, was, on the contrary, immense.
Then a little later on (I repeat this isn’t Eccles speaking, but 

the chairman of the Fabian Society).
. . .  T he crocodile tears shed by some about the fate o f the low  

paid workers, the unem ployed, the sick, and the old, are surely 
disingenuous. It is trade union action, which, through wage 
induced price movements, has created the basic problem.
So evidently Eccles hasn’t been kidding me up a tree. If he 

has, I’m up the same tree with Lord Balogh. It’s not often I find 
myself in such exalted company, even up trees!

Surely the whole business is becoming both self-evident and 
ridiculous. Everyone knows now from bitter experience that 
increased money wages without increased productivity only 
results in increased prices, so the worker gets no more. But if 
the process of trying to obtain increased money wages is 
accompanied by industrial strife that limits productivity then 
the worker gets less real wages, not more.

Sometimes the quarrel is about increased annual leave, or a 
shorter working week or more holidays for race days or 
moratorium marches, and so on. But an increase in leisure time,
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whatever the form, has exactly the same effect as an increase in 
money wages; it is useless without increased productivity.

Fred gets terribly teasy when he hears of some city people 
getting, say, five weeks annual leave, leaving 47 working 
weeks, less all the Saturdays, Sundays and holidays. I heard 
him mutter rather sourly, ‘They might just as well be Members 
of Parliament!’

Inflation
Member Coalition 12 March 1971

I used to think that inflation was something you did to car tyres. 
Then I thought it was something that only economists had to 
worry about. So I wasn’t surprised to find that Eccles’ naturally 
long face grew even longer when inflation was mentioned.

But it has been hammered home to me that inflation is just 
not a problem for economists to worry about, nor is it just a 
problem for non-Labor governments. Mr Ben Chifley, when 
he presented his last Budget in 1949 said: ‘I am deeply grateful 
for the support that my colleagues have given me in my fight 
against the great danger of inflation. I know that some of them 
have not readily seen the force of many of the economic 
theories on which I have had to act, and that they were apt to 
regard my ideas as fossilized. But they have stood by me.’

Why do responsible people get concerned about inflation? It 
is easy to see why Fred is up in arms because he mostly sells on 
the export market so he is well aware of the devastating effects 
of cost increases in Australia, while his prices do not go up 
overseas. And the chap who has saved for his old age gets 
concerned because he sees his savings diminish in real value by 
inflation.

But the problem goes far deeper than that. Inflation causes a 
decay in the moral standards of the country. You see it in the 
stock market. In ordinary times decent business standards are 
observed. But as the get-rich-quick fever takes over the 
standard is forgotten and the crashes follow quickly after.

You see it again with schoolteachers. A few years ago it 
would have been unthinkable for schoolteachers to go on strike
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and leave their pupils untaught. You see it with the doctors 
too—indeed you see it everywhere. The inflation fever is 
beginning to devastate our community standards. Any student 
of history will recognize the symptoms as similar to those 
occurring when other countries and other civilizations started 
to decay.

So for everyone’s sake we have to do something about 
inflation. The great trouble is that almost all anti-inflationary 
activity is unpopular. It is true that the general idea of cutting 
government expenditure is received with rapture, but it will 
not be long before the inevitable refusal of the government to 
do things that are both unpopular and desirable will be 
resented.

Cutting government expenditure will not be enough. More 
unpopular things will have to come after. Action on wages— 
action on prices—action on tariffs—possible taxation rises— 
credit restrictions—all of these would certainly be unpopular 
with some people.

The truth is that the economy will have to be restrained by 
the government. Now sitting on the horse’s head is not a 
process that endears you to the horse, however necessary it 
may be for the safety of the people in the trap, and indeed, 
sometimes of the horse. But that’s just what the government 
has to do if it is to be a good government.

The trouble is that I will have to support the government in 
its unpopular action and I don’t like the prospect, not one little 
bit. I just love being popular and giving away your money on 
everything you ask for—on pensions, on schools, on dams, on 
salary increases and almost everything. Now it appears that all 
this is going to stop, all because of a queer economic disease 
called inflation.

W elfare State (1)
Member Coalition 8 April 1971

Before we start peering into the murky taxation pool and dis
cussing the different methods by which we could raise money, 
Eccles thinks I should take another look at the way we spend
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the money we now raise. He suggested first that I ought to have 
a look at our social service payments, particularly pensions.

I was pleased with Eccles. Usually he keeps my political nose 
hard down on his economic grindstone. It was gratifying to 
Mavis and me that he was giving us permission to roll out a few 
fine phrases and beat the sympathy drum.

So in no time at all we have composed a moving piece of 
prose all about ‘our senior citizens who had borne the heat and 
burden of the day while helping to develop this great country 
of ours’. Then there was a bit about the ‘slings and arrows of 
outrageous fortune’. Then quite a big bucketful about what 
wonderful people pensioners were and how we must be more 
generous to them. There were tears in my eyes when Mavis put 
the pen down.

The only trouble is that I know, even before taking it along 
to Eccles to sniff at, that most of this is nonsense, politically 
popular though it may be.

A large number of pensioners are doing quite well. For 
instance, a married pensioner couple can own a house worth 
$50,000 full of pictures worth $50,000, have two big cars and a 
speed boat, have other property worth $38,000 together with 
the income from this property, and can still get some pension. 
Or another married pensioner couple can have the same house, 
and a motor car and speed boat situation and receive $70 a week 
in income from various sources, and still get some pension. 
This hardly squares with the picture of ‘poor pensioners’ that 
people have in their minds.

Eccles says that about half the pensioners are getting too 
little, and the other half are getting too much. He is a hard 
hearted coot and I don’t suppose he has firm ground on which 
to stand when he makes that statement. But all the same, there 
is a lot in what he says. You take the position of an aged 
pensioner with considerable means, and compare his position 
with his brother who is receiving Commonwealth superannua
tion payments for which he contributed in times past. The first 
man gets all kinds of fringe benefits such as reduced bus fares, 
reduced radio and television fees, reduced telephone rental, 
reduced entrance to the football and, most important, free 
pensioner medical services, and many other benefits. These are 
generally accepted to be worth $4 a week. The second brother
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has to pay his full way for everything just because he isn’t 
getting a pension.

Eccles says that we could afford to be a lot more generous to 
people in real need if we had the courage to cease to give to 
some others. He also says that it is worth remembering that 
most of the money to pay pensions comes from married wage 
earners who make up the bulk of our taxpayers. And who 
indeed, pay most of the income tax.

The Commonwealth government now has a total welfare 
budget of over SI,840m which works out at close to S370 a year 
paid by every taxpayer. If more pensions are going to be paid, 
then more taxes are going to be paid, making it more difficult 
for the taxpayer to care for himself when he gets old. So more 
pensioners will line up in ten years time and say, with justifica
tion, ‘We paid taxes to keep others when we were young, now 
someone should look after us’.

The other part of my speech that I know was nonsense was 
all that stuff about what wonderful people pensioners are. I 
used to think that old people automatically were good. But now 
Fred and I are sneaking up in years. It is true that I try to kid 
myself and my constituents about my virtue, but nothing can 
disguise the fact that Fred, as he gets older, is just about the 
same as when he was younger. To try to fit him with a halo 
now, just because he is older, is nonsense.

I’m afraid that an article which started off with high hopes 
that it would be a vote winner has limped lamely to the sad 
conclusion that we should stop talking sentimental rubbish 
about the virtue and plight of pensioners. If we started to look 
at the problem with clear eyes, stopped giving in to every 
political wind that blew, and took away some of the benefits we 
now throw around rather foolishly, then we would indeed be 
able to help the needy pensioner more generously.

W elfare State (2)
Farmer Coalition 15 December 1978

When the parliamentary session is ended for the year, Eccles 
leaves the shelter of his ivory tower in Canberra to spend a
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week with Fred on his farm. I would like him to stay at our 
place, but Mavis cannot stand him because she thinks that it 
was Eccles’ insistance that I follow the straight and narrow path 
of economic rectitude that got me out of parliament so that I 
have to wring a reluctant living from the land instead of lording 
it around as a Member of Parliament. So I went across to Fred’s 
place to get the latest Canberra gossip from Eccles.

I was not surprised to see Eccles looking miserable. Econom
ists are taught at the university to wear a hang-dog look and 
Eccles learnt the lesson quicker than most. As I was eager to 
catch up with the latest Canberra scandal, such as who was 
fighting who, when was the next cabinet reshuffle going to be, 
and so on, I enquired if it was the behaviour of Members of 
Parliament that was making him sad, ‘N o,’ he replied, ‘They 
are much the same as when you were there. I have long since 
given up hope that democracy is going to be saved by the 
sudden emergence of a new and superior breed of politician. I 
know now that we will have to manage with the sort we have. 
No, it isn’t the politicians that are worrying me at the moment 
but the economic rocks I see looming.’

This did not surprise me because Eccles has been prophesy
ing economic ruin ever since I have known him. But this time 
he was worrying about our long term future rather than what 
will happen next year. ‘We will limp along for a while yet’, he 
admitted gloomily, ‘But this welfare state tiger will eat us in 
the end if we do not get off it almost immediately.’ Then he 
brought out the budget papers he always carries with him 
which shows where most of our Commonwealth money goes. 
Most of our money is spent on defence (8.9 per cent) the 
welfare group (50.4 per cent) and payments to the States (22.1 
per cent) much of which is spent on welfare. That makes 81.4 
per cent. To that must be added 6.2 per cent as interest to 
public debt, making a total of 87.6 per cent, leaving only 12.4 
per cent in the remainder column, to run the government 
departments such as industrial relations, immigration, trans
port, treasury and so on.

The welfare component of the budget is now a considerable 
burden, but what is making Eccles go off his feed is that the 
position is going to get worse. The chief reason for this is that 
the percentage of our population of pensionable age will
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increase and so the demand for more social services will 
increase in the future. The percentage of people of pensionable 
age is 11.34 now and it is estimated to be 12.25 per cent by 
1986. So the welfare vote will clearly expand even if we do not 
expand the welfare services. But the demand for improved 
services will grow because so many of them are thought to be 
costless. The way the health costs have escalated has shown us 
that. Goods and services we think we get for nothing we use 
wastefully. We have trained our people to depend on the 
government and we justify this dependence by claiming that we 
have been paying high taxes in order to pay pensions to others 
in the past, so now it is our turn to be looked after.

So unless we are prepared to take a lot of unpopular 
decisions, the proportion of future budgets spent on welfare 
will increase alarmingly and this is what is making Eccles so 
sad. I suppose we could cut the defence vote but that would be 
reckless indeed with the world in the mess it is in. The 6.2 per 
cent interest on public debt is likely to increase, with deficit 
budgeting so common. We could cut payments to the States but 
this would be unpopular because the sympathies of the 
ordinary citizen are always on the side of his State and against 
the big, bad Commonwealth.

There is, of course, another alternative to cutting the 
welfare vote and that is increasing taxation. But this too is 
unpopular. Already we are committed to cutting taxes because 
we are all too aware that even the present rate of taxation is 
destroying the incentive of people to work and invest.

I can see then why Eccles is so sad about the future. Fred and 
I have learnt the hard way that it is when you are leaving a 
rough horse that things get nasty; Eccles seems to think that 
getting off the welfare tiger may be even more dangerous. Yet 
if we don’t get off him, it may well be worse. The tiger may eat 
us.

Equality (1)
Member Coalition 8 May 1970

Mavis is disappointed with me because I have spent too much 
time lately writing about rural matters. ‘You will never get the
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reputation as a statesman, dear’, she complained, ‘unless you 
write with authority about almost everything, as other news
paper correspondents do. Don’t worry too much about your 
facts. If you write decisively, not many people will know.’ She 
went on to point out that other Members’ wives were begin
ning to sniff at her because her husband had got the reputation 
as ‘a hick from wayback’ and she didn’t like it.

I took this complaint to Eccles who said it was hard enough 
to get me to write sensibly on things about which I knew a 
little, and that he would hate to have to guide my pen when I 
wrote of other matters about which (to quote him) ‘your 
ignorance is quite startling’. But I told him we would have to 
have a go, and that I wanted to write about ‘Equality’ this week.

I remember that, when I was young, I was very keen for 
everyone to be equal. At that stage of life, when you are shiny
eyed and idealistic, it all seems so simple. You see obvious 
inequalities all around you and you feel that your more cynical 
elders could have done something about correcting these 
inequalities if they had sufficient determination and altruism.

I was surprised to find that even Eccles felt like that when he 
was young. I was a bit startled to find that he had ever been 
young. I had always imagined that he was born a dried up 
economist and I find it difficult to imagine him as a child, 
playing with toys and gurgling happily. But he admits that he 
was quite human once.

Even now, I find myself attracted to this ideal of equality. 
And as my popularity has waned since Eccles started on his 
whining way, I thought I would give the equality trumpet a 
really good toot.

But the trouble is, my heart isn’t really in it. It’s not because 
equality isn’t a good thing, it is. But I was very disappointed to 
find that, even before I became a Member of Parliament, if the 
government started to take away by taxation a lot of the money 
I made in order to make other people more equal with me, then 
I stopped working extra hard and extra long hours. And 
because there are a lot of people with my rather miserable 
outlook on life who think as I do, then the total economic cake 
becomes smaller just because a lot of us stop working hard and 
stop taking risks.
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It is true that the economic cake may be cut into more equal 
slices by increasing taxation, and if that is the object of the 
exercise, then the equality advocates are right. But if the object 
is to have an economic cake as big as possible with everyone 
getting a reasonable slice of it, then we have to be careful not to 
destroy the incentive to work hard and well. I think the present 
rate of income tax is dangerously close to this level now.

I am disappointed to find my unfortunate attitude to life is 
such a barrier to progress, but I am not surprised. I remember 
(with shame) how, during the wool boom when income tax hit 
me fairly between the eyes for the first time, I spent far more 
time thinking about avoiding (that’s the right word) taxation 
than I did in working hard to make more money only to have it 
taken away from me.

So until my attitude to life changes and until human nature 
changes, we have to choose between a smaller economic cake 
cut up into equal slices and a larger economic cake cut up into 
somewhat unequal slices. There is nothing much that can be 
done about it, unless we are to suddenly start becoming better 
people. And really, there’s not much sign of this, not in me, 
anyway!

Equality (2)
Member Coalition 16 April 1971

The first thing we should ask about taxation is, what do we 
want taxes for?

First, to supply the money to enable the government to pay 
its way; this is obvious and easy to understand.

Second, taxes are used to keep the economy on an even keel. 
For instance, we know that taxes can take money out of circula
tion and so lessen the risk of inflation.

But in all the literature about taxation that Eccles has forced 
me to study (if not understand) I find that it is accepted by most 
that a taxation system should have a third function, namely, to 
make people more equal.

When I read this I was attracted by the idea. There is some
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thing so fundamentally fair about equality, about assuring that 
no one gets too far ahead of his fellows. It fits so exactly into 
our national ethos. You remember how our great national hero, 
Ned Kelly, went clunking round in his armour, robbing the 
rich and giving the spoils to the poor so as to make everyone 
equal. And ever since Ned’s unfortunate early demise we have 
been obsessed by the idea of keeping the big bloke in his place.

There have been good political marks in it. There are more 
people below the average property line than above it. And as it 
is votes I want, I am likely to get them if I preach ‘Equality’ 
with a loud voice.

But sometimes I wonder if I am right. The first time I went 
to India I was incensed by the gap between the very rich and 
the very poor. I said to myself, ‘Why should Australia be trying 
to help the poor people of India with Colombo Plan aid while 
the very rich Indians who have so much wealth are so indiffer
ent to the plight of the poor Indians?

But I now know that India’s chief requirement is investment 
capital. She could get this through taxation, in which case a lot 
of money would come from the rich people of India and this 
would make them more equal. But a lot of it would stick to the 
Indian tax gatherer’s fingers, so the amount available in the end 
for investment would be surprisingly small.

Certainly the process discourages the rich Indian from being 
rich (or from being found to be rich). The fact is that you are 
more likely to improve the lot of the poor Indian by accepting 
the inequalities, galling though this may be to your egalitarian 
ideals.

Eccles says that it is worth remembering that during the 
Industrial Revolution in Britain it was the inequalities of their 
system that allowed capital to accumulate in the hands of 
entrepreneurs and so made the revolution possible.

If we want equity to make Jack as good as his master, well 
and good. If you feel that there is something fundamentally 
socially evil about big differences in wealth between citizens, 
that is all right by me. And if you think that wealthy people tend 
to be morally worse than people who are not so wealthy, and so 
it is our moral duty to take some of their money away to make 
them morally better, then again I will go along with you.
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But the truth is, that the dynamic that makes the economic 
cake bigger is the desire to get ahead of your fellows—to be 
unequal with them. As soon as you destroy the incentive, I 
grant that you will get equality, but you will also get a smaller 
economic cake.

Indicative Planning
Member Coalition 23 June 1976

Mavis nurtures the delusion that a Ministerial reshuffle is 
imminent and she keeps trying to edge me into the limelight. 
Now she has discovered that the Prime Minister and Eccles do 
not agree about tariffs she has been desperately searching for 
some other economic hare which I can chase and she has come 
up with ‘Indicative Planning’. She admits that she doesn’t know 
what it means but it has a nice rounded sound about it and she 
knows it won’t make Mr Fraser cross.

When I tried the idea out on Eccles he snorted and said nasty 
things about Indicative Planning. Evidently there are two kinds 
of government planning. The first is Imperative Planning in 
which the government tells you what to do and you have to do 
it. This is the kind of planning they have in Russia and it 
doesn’t seem to work very well. But in Indicative Planning the 
government and industry sit around together and discuss their 
problems and then indicate what the targets for each industry 
should be. It all sounds so sensible, and I could see why Mavis 
was so keen on the idea. She thinks that anyone espousing so 
responsible a course would swiftly emerge from the ruck and 
be made a Minister immediately.

But when Eccles had shredded the idea through his mean 
little mind, Indicative Planning looked rather different. Its first 
problem is that governments are no better then private citizens 
at foretelling. When I first entered parliament Fred watched 
me with eager interest, not because I was shortly to become 
Prime Minister, but because I would be close to the centre of 
things and would get the best advice as to what would happen 
to the market for our products. I found Fred’s interest flatter
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ing and I told him all that the government machine told me, and 
when I sold cattle, so did Fred.

But things are different now. Fred still watches every move I 
make on my farm, but now when I sell cattle, he buys! Long 
and bitter experience has taught him that governments are just 
as fallible as the rest of us.

Not only is the advice that governments give likely to be 
wrong because it is given by humans, it is also likely to be 
wrong because it is given by governments. For instance, if the 
government v/ere to say that the future price for barley was 
going to be high, then many farmers would switch to barley and 
the supply would rise so the price would fall. The govern
ment’s voice is so loud that many people listen to it and so its 
advice would tend to be self-defeating. Even if it were right at 
the beginning it is likely to be wrong at the end.

Even if the government was right, as indeed it must some
times be, there is still a danger in the government telling 
farmers what the future holds. Let’s assume again that the 
government told the farmers that the price of barley was going 
to be at a level that would return a profit and this advice was 
correct. There would still be a hidden danger. In my electorate 
my farmers are uniformly excellent, but in other less worthy 
areas about a third of the farmers will be good at their job, a 
third average and a third poor. But if the government suggested 
that farmers should switch to barley, then the bad third who 
were losing money because they weren’t good at growing 
barley would come grizzling to the government saying, ‘You 
got us into this mess, now you look after us.’ The government 
tried this in 1930 with the ‘Grow More Wheat Campaign’ and 
the sores still hurt.

The dairy industry is in a mess at the moment and even 
Eccles hasn’t got any easy solutions. Some very responsible 
groups say that what they want is not government hand-outs, 
not subsidies, but for government to tell them what should be 
the size of the national dairy herd. When they know that, the 
industry will make the necessary painful adjustments.

But Eccles says that the government should not tell the 
industry this for two reasons; it would almost certainly be 
wrong and even if it were right, it would still be dangerous.
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Government Intervention
Farmer Coalition 15 September 1978

Professor Kasper said recently ‘Australians have long tolerated 
more detailed bureaucratic intervention in markets than most 
Western societies, and scepticism is rising about what benefits 
such interventions can achieve and what overall costs they 
engender’. And when you look at the examples of government 
intervention it is easy to feel sceptical. Looming over all other 
examples is the mess that the government has made of the car 
industry, but if there are no others as sad as this, there are 
plenty of other more mundane failures. Why is government 
intervention usually so disappointing?

It certainly isn’t because the government machine is manned 
by fools or rogues. The civil servants who advise the ministers 
are straight, and are not fools. They know their way round the 
traps as well as the servants of big business. And the politicians 
who make decisions about government intervention are not 
fools though they might sometimes give that impression, 
particularly if they are giving tongue. So when everyone means 
so well, why do they do so badly?

There are many reasons but I will only have room for two. 
First, it is very hard for governments to let ‘the weak’uns dee’. 
Yet this is an essential step if the economy is going to be 
healthy. Again take the car industry as an example. We have all 
known for years that the fundamental cause of the mess is that 
lavish protection in the past has encouraged the fragmentation 
of the industry into too many parts, so that economic produc
tion is impossible. The industry too is well aware of this and 
now says so in public. The solution then is for some of the 
redundant plants to close down. But every time the industry is 
about to take the nasty but necessary medicine of closing some 
of the redundant plants, the government dashes the draught 
from the industry’s lips just because it cannot bear to see the 
weak ones die. Yet in the economic as in the biological world, 
the weak ones have to die so that the strong ones can have room 
to grow.

Eccles says there is another reason why government inter
vention is so disappointing and that is the poor quality of the
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advice that the government receives. I was afraid that Eccles 
was going to tell me once again that the advice civil servants 
gave governments was likely to be wrong but I found, to my 
surprise, that it is the advice given by economists that is worry
ing him. I know that it hurt Eccles deeply to have to admit that 
some economists had fallen from grace and were ‘prostituting 
their principles for the sake of their employment’ as he said. 
And it is not only in Australia that this is happening because 
Eccles showed me a quotation by the famous American econ
omist, Professor Friedman.* It reads:

There is nothing that produces jobs for economists like govern
ment controls and intervention. All economists are therefore 
schizophrenic: their discipline, derived from Adam Smith, leads 
them to favour the market; self-interest leads them to favour inter
vention. And in large part the profession has been led to reconcile 
these two opposing forces by being in favour o f the market in 
general but opposed to it in particular. We (econom ists) are very 
clever at finding ‘special cases’, there are external effects, there 
are m onopolies, there are im perfections in the market; therefore 
we can have our cake and eat it. We can be in favour o f the free 
market and we can at the same time promote those separate 
interventions that promote our private interest by providing jobs 
for economists.
Having read this, Eccles slunk off, removing his rather 

tarnished economist’s halo which he almost always wears, even 
in bed.

Change
Member Coalition 4 March 1977

One thing I hate above all others is change. Perhaps it is 
because I was brought up in the bush or perhaps it is because I 
am getting older, but I find that any change fills me with grave 
disquiet. I go round muttering morbidly that the end of the 
world is at hand if any small change in almost anything is even 
contemplated. So when I wrote a week or two ago about the
* Friedman, M. From Galbraith to Economic Freedom , Institute o f Economic 

Affairs, London, Occasional paper 49.
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economy being like a bucket of worms which was changing all 
the time and if it wasn’t changing then it would start to die and 
the smell would be awful, I did it with tongue in cheek because 
I have a lot of secret sympathy for those resisting change.

But the truth is that the economy is indeed changing as these 
figures show:

Percentage o f Workforce Em ployed in Sectors in Australia

Census year
Primary

Production
M anufacturing

Industry Tertiary
1911 29.9 28.7 40.3
1921 25.8 31.2 42.0
1933 22.2 23.2 42.2
1947 17.3 26.0 49.5
1954 15.0 27.8 55.1
1961 12.1 27.0 55.4
1966 10.6 27.0 62.4
1971 8.8 23.2 67.1
1975 6.7 21.4 69.8

All but 1975 are census figures and they show that change has 
been occurring consistently and relentlessly. The primary 
industry sector has been employing a consistently smaller per
centage of the work force and this is no surprise. But not many 
realize that in 1911 we had 28.7 per cent of our workforce 
employed in manufacturing industry while in 1975 the figure 
was 21.4 per cent. The tertiary sector has been increasing all 
along and this is a common picture in all developed countries. 
In other words, the bucket of worms has been turning.

So change is a continuing process and any government action 
that prevents the economy changing is likely to seriously 
damage our standard of living. But I still have an inborn resist
ance to change similar to the example I now quote. In 1828 
Martin Van Buren (Governor of New York) wrote to 
President Jackson:

The canal system o f this country is being threatened by the 
spread o f a new form o f transportation known as ‘railroads’. The 
federal government must preserve the canals for the following 
reasons: One— If canal boats are supplanted by ‘railroads’ serious 
unemployment will result. Captains, cooks, drivers, hostlers, 
repairmen, and lock tenders, will be left without means o f  liveli
hood, not to mention the numerous farmers now em ployed in 
growing hay for horses.
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Tw o— Boatbuilders would suffer, and towline, whip and 
harness makers would be left destitute.

Three— Canal boats are absolutely essential to the defence o f  
the United States. In event o f the expected trouble with England, 
the Erie Canal would be the only means by which we could ever 
move the supplies so vital to waging modern war.

For the abovementioned reasons the government should create 
an Interstate Commerce Commission to protect the American 
people from the evils o f ‘railroads’ and to preserve the canals for 
posterity. As you may well know, Mr President, ‘railroad’ 
carriages are pulled at the enormous speed o f 15 miles per hour by 
‘engines’, which in addition to endangering life and limb o f  
passengers, roar and snort their way through the countryside, 
setting fire to the crops, scaring the livestock and frightening  
women and children. T he Almighty certainly never intended that 
people should travel at such breakneck speed.
Some may sneer at Martin Van Buren but his heartfelt plea is 

very similar to that of people who say that their particular 
industry should be subsidized because it doesn’t want to face 
the trauma of change. The passionate plea for the employment 
opportunities of the captains, cooks, drivers, not to mention 
the numerous farmers employed in growing hay for the horses, 
has a familiar ring about it.

I, too, hate change and I have a lot of sympathy with the 
Prime Minister who said on 21 February that ‘employers were 
tending to use machines rather than people in the productive 
process and if tariff protection for Australian industry was 
reduced this trend would worsen’. I know it sounds rather like 
primitive Ludditism to contend that we should use men to do 
what machines could do better and cheaper, but change is 
uncomfortable, politically and socially. I will do what I can to 
resist it.

Mavis is delighted and I am relieved that the Prime Minister 
and I are at one. She is trying to buy a hand loom.

Supply and D em and
Farmer Coalition 7 December 1979

Eccles is a sad sod who loves basking in his misery so it is not 
surprising that people do not find him attractive. I thought, for 
a while, that his unpopularity was due to his unfortunate
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personality, his tendency to pontificate at great length about 
simple things and his unfortunate habit of using three long 
words where one short one would do. But I now find that 
almost all economists are unpopular. Eccles goes further and 
says that, if they aren’t, they are either not good economists or 
they are deceiving people. He says that this is because econom
ists recognize the rule of economic laws, and that these laws 
will win in the end no matter how much they may be resented.

Fortunately, the economic law that Eccles put forward to 
illustrate his thesis was the law of supply and demand which is 
so well known that even Fred knows about it. If things get 
dearer, then the demand for them decreases and if they get 
cheaper, the demand for them increases. You don’t have to 
have an economic degree to understand that; even Mavis 
knows it. If a special is advertised cheaply at our supermarket, 
Mavis is out like a shot before some other smart housewife 
beats her to it. So you would think that everyone would recog
nize that the law of supply and demand will rule the roost in the 
end. But, though we all know how effectively the law works in 
the home, on the farm and in the factory, there seems to be a 
pathetic hope in government and political circles that the law 
ceases to operate if it becomes a problem in the economy as a 
whole, particularly if it gets in the way of politicians winning 
some extra votes.

When the government handed around tariff and quota 
restrictions for the clothing and textile industries with a long 
handled shovel, and so made these goods far more expensive, it 
seemed almost startled to find that the demand for these goods 
had fallen so employment fell away also. So by adding to tariffs 
and quotas, the poor old government made imports even more 
difficult to get, so the supply shrank, so prices increased, so 
the impact on inflation became even worse. And all this without 
any increase in employment.

We did the same with the car industry. Our pathetic attempts 
to protect it at a back-breaking cost to the economy has caused 
the price of cars to rise alarmingly, so the demand for cars has 
fallen and so has employment. Yet the government goes round 
scratching its poor puzzled head, wondering what has gone 
wrong and blaming almost everyone and everything except the 
law of supply and demand.

This law does not only apply to goods, it also applies to
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services. People make eloquent speeches, they even write 
books, urging the government to create employment as if this 
was something you made in a factory or a farm smithy. Yet if 
people thought about the problem clearly they would recog
nize that Australia is bulging with work to be done and that the 
reason why we have an unemployment problem is that the price 
of labour has become so high that the demand for it has fallen. 
Particularly is this so in the field of employment for young 
people. If  it were not for the activities of the unions and the 
activities of the wage tribunals, the wage rates for juniors 
would be much lower than they are now, so more juniors would 
be employed.

The Labor Party recognized, rather belatedly when they 
were in government, that one man’s wage increase threatened 
another man’s job. They at last realized that an increase in the 
price of articles or services depresses the demand for them, no 
matter how eloquently politicians thunder on their soap boxes 
or how poignant are the pleas of the philanthropists. Everyone 
knows, in their hearts, that this is so, that the main reason why 
unemployment is an endemic problem throughout the Western 
world is because the powerful union movement has been able 
to force up the price of labour so high that the demand for it has 
fallen.

I do not defend the law of supply and demand. Even Eccles is 
a bit ashamed that it is called an economic law because it 
certainly has its ruthless aspects. Perhaps it would be nice to 
have a more gentle law in its place though I admit it is hard to 
think how one would work. But while the law is in force, we 
should either recognize, and in the end, obey it, or get the 
wretched thing rescinded. But for goodness sake don’t let’s 
pretend it isn’t there and go round kidding people and even 
ourselves, that we can increase the price of goods and services 
without decreasing the demand for them. This may get us 
votes, but it doesn’t help get rid of unemployment.

Free Enterprise (1)
Member Labor 17 January 1975

A newly elected member of Parliament soon acquires a reper
toire of conventional cliches on which he can draw without
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effort if he finds that conversation is flagging or a meeting is 
falling flat. One such clarion call on which I have relied for 
many years is, ‘We believe in private enterprise’. If said with 
feeling, it usually evokes some tired applause and at least you 
know it’s not getting you into trouble.

And in these days the idea of private enterprise is more 
popular than ever because the results of government interven
tion are so blatantly bad. So I use the phrase continually and am 
gradually making up some leeway in the popularity stakes.

But sometimes I wonder whether people are as keen on 
private enterprise as they say they are. Even farmers, who are 
its most dedicated and vocal adherents, are often ready to ask 
the government to step in if wool prices tumble or if drought or 
fire ravages the countryside.

Many other sections of the community are also not nearly so 
devoted to the idea of private enterprise as they imagine they 
are. For instance, you often hear captains of secondary indus
try proclaim, in ringing tones, that if they could only get more 
tariff protection then they would really show their private 
industry paces. What they are really saying, of course, is that if 
they could only be subsidized enough by either the government 
or the consumer, then they would show how independent they 
were.

Eccles says that he is frequently surprised by either the 
innocence or the ignorance of many secondary industry leaders. 
Either they do not know, or they forget, that high tariff protec
tion is a subsidy paid to them by the rest of us and by exporters 
in particular. Eccles says that if this lesson was really hammer
ed home to some of our captains of industry then we would 
hear less eloquence from them about the virtues of private 
enterprise.

But this dependence on either the government or the con
sumer has lately taken a more dangerous turn. For instance, if 
tariffs are lowered to the extent that it endangers a particular 
industry, then that industry’s spokesman will castigate the 
government and complain that the government should, in such 
a case, give the threatened industry guidance (or even direc
tion) as to which alternate product it should manufacture.

For two reasons, it would be wrong for the government to 
accept this responsibility. First, it would mean an intrusion by
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the government into decision-making by business, and that 
would run directly counter to the oft proclaimed belief of 
industry in private enterprise. Governments aren’t good at 
making business decisions. More dangerous would be the fact 
that once the government had directed, or even suggested, that 
an industry switch to produce a particular product, from there 
on that industry would be ready to blame the government, or to 
lean on the government, if it got into any kind of trouble. In 
short, the industry would have the government by the wool for 
ever.

You continually hear secondary industry leaders bleating 
that the government won’t tell them what to do next—what 
new investment they should make. A Labor Government may 
give way to this temptation, but if they do, they will regret it.

Free Enterprise (2)
Member Labor 4 June 1975

All Members of Parliament have idols which we worship osten
tatiously in public but which we quietly ignore in private. One 
of these must surely be our much vaunted belief in free enter
prise. When I am on the hustings, or indeed when I am per
forming anywhere in public, my dedication to this sacred cause 
is beautiful to behold. And when I am declaiming on the subject 
at my political party meetings, the few members who happen to 
be awake at the time have even been heard to say ‘hear, hear’ 
with bored voices and once or twice have clapped in a desultory 
manner.

The respectability of this subject received an additional fillip 
recently when a speech by that great whiz-kid of big business, 
Mr Rod Carnegie, was delivered to the Institute of Directors 
on 15 March. These paragons of free enterprise were so moved 
by Mr Carnegie’s message that they paid for it to be printed 
and circulated to Members of Parliament so that we could 
imbibe once more the pure milk of the free enterprise 
philosophy.

Unfortunately, neither Eccles nor I were invited to the dis
tinguished gathering, so I am unable to describe the fervour
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with which such sound sentiments were received, and I must 
rely on my imagination to fill in the details. But I have no doubt 
that everyone present was happy to hear their philosophy spelt 
out with such elegance. They probably gave their haloes an 
extra polish, folded their tired hands across their tummies and, 
replete with good works and fine food, had a little doze. Then 
they went home and hoped to forget all about it.

And I can understand why. They know that free enterprise is 
a good thing to be eloquent about, as is motherhood, but very 
few really believe in it any more.

At that distinguished directors’ luncheon, I wonder how 
many captains of industry were thinking, as they clapped so 
loudly, how next they should approach the Industries Assist
ance Commission (I.A.C.) in order to get yet another consumer 
subsidy paid for by exporters. Perhaps there was a director of 
B.H.P. there, thinking of asking for a temporary duty on cold 
and hot rolled strip steel, the raw material for other industries 
which would either have to pay the subsidy or pass it down the 
line for exporters to pay. Is this what they mean by free enter
prise, the enterprise to wring another subsidy out of some poor 
struggling drought-stricken cocky who hasn’t the brains to 
know that he is being clobbered by the biggest and best people 
in the country? And his ignorance of what is happening to him 
will be fortified by the fast footwork of some (and only some) 
of the primary industry leaders who are prepared to sell the 
long term interest of their farmers by coming to a convenient 
compromise with the people who are raping them, saying with 
pathetic impotence, ‘Well, we can’t help it happening, so we 
may as well make the most of it’.

Or perhaps others in that august gathering were planning 
their next move if the I.A.C. recommends that a particular 
industry be eased out by a reduction of duties, by formulating 
their ringing reply, ‘We will accept this only when the govern
ment tells us what we ought to do next, tells us an alternative 
use for the resources previously employed in the protected 
industry’. Perhaps, in their hearts, they can see the nonsense of 
this demand coming from the disciples of free enterprise, but 
one of the things they soon learn is to quickly douse such 
doubts in a bucket of eloquence. But what kind of a free enter
prise system would we have if the captains of industry are told
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by the government what they should do next? Would they not 
be blaming the government, and asking for help, every time the 
wind blew cold?

No, the belief in free enterprise is like the belief in pre
marital chastity; it is nice to talk about but only a few really 
believe in it any more.

Growth (1)
Member Coalition 30 January 1970

Eccles has had some harsh things to say about my tendency to 
make fine, flowing speeches concerning our ‘vast empty 
spaces’ and ‘limitless resources’ so I have looked around for 
something else to command my eloquence. I had a go at 
‘growth’ and this has been a resounding success. If  you tackle 
the subject with enthusiasm—make a bit of a run at it, as it 
were—you again become a statesman rather than a politician 
and this is very pleasant.

The way to handle the subject, I find, is, if you get a nasty 
interjection from Fred about the tariffs on weedicides, to fix 
him with an eagle eye and ask, ‘Don’t you believe in “growth” 
in this great country of ours?’ He is supposed to wither under 
this treatment; and he usually does.

But Eccles has got to hear about this and has been, as usual, 
unpleasant. First, he took the illustration I had rather foolishly 
used and pointed out that the growth of some sections of the 
agricultural chemical industry has certainly hindered the 
growth of the farming section of the economy because the high 
price of agricultural chemicals has been a grievous burden for 
the farmer to bear. I am not sure why this is so, but I think it has 
something to do with tariffs, which is a subject dear to Eccles’ 
hard heart.

He said that you can have two kinds of growth in a 
country—natural growth and hot house growth. He was all for 
the former and against the latter. ‘There is no sense in hot 
house growth if it just makes you big and flabby’, he said. He 
then pointed out that you could grow bananas at the South 
Pole. This, I presume, would be an example of hot house
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growth. But the bananas so grown would cost a lot more, and 
the expense would have to be carried by the rest of the 
community, so limiting its growth.

‘And worse than that’, he said, ‘the cost of paying for the hot 
house growth is carried, in the end, by the exporters who are, 
by nature, the section of the economy that are the most effi
cient. So you have the awful picture of the growth of the more 
efficient section being slowed down so that the less efficient 
can grow.’

He then went back to a recent sermon about ‘our limitless 
resources’. Then he had pointed out that our resources were 
indeed very limited, and just because they were, it was impor
tant for the real growth of the economy that we use these limit
ed resources in the best possible way. He had started to talk 
about ‘resource allocation’ but I am not sure what he meant by 
that, but I gather he thought that tariffs and things like that 
tended to channel resources into uneconomic uses.

I think I can see what he’s getting at. To talk about growth, 
without being clear in your mind whether it is hot house or 
economic growth, is dangerous, though Eccles sourly admits 
that it is popular, particularly with people who don’t think, 
only feel.

Growth (2)
Member Labor 20 July 1973

Ten years ago when I noticed members of my audience either 
dozing in the front seats or slipping out the back, I learnt to 
change gear and give them a blast about ‘growth’. ‘Don’t you 
believe in the growth of this great country of ours’, I would 
shout in ringing tones? No one ever bothered to answer the 
question and indeed, there were seldom many left to do so. All 
the same, the few that were there would nod in tired approval, 
and when I finally subsided they would clap apathetically.

But at a recent meeting I tried the same act before an 
audience in one of my bigger towns and got a nasty shock. 
‘Certainly not’, they replied when I asked them if they believed 
in growth. ‘We’ve had too much of it already. We can’t stand 
any more of it.’
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I ground to a stop at this and they took over the meeting and 
told me that the world had limited resources and there were too 
many people and too much pollution and so on. They had a lot 
to say about the ‘Club of Rome’ who are evidently a learned lot 
of people who reckon we are all ruined. ‘We will all run out of 
hydrocarbons if we keep using them at such a frightening 
pace’, they explained. ‘We want less material things, not more.’

I hate having to get out of a rut in which I have been running 
comfortably for years, so their attitude saddened me. Besides, I 
couldn’t help noticing they looked pretty well endowed with 
the world’s goods. After the meeting I saw that most of them 
drove away one to a car, and pretty luxurious cars they were.

But I worried about their statements and the next time I saw 
Eccles I asked him what he thought. ‘I’m glad you asked me, 
my dear fellow’, he said in his most unctuous tone. ‘I have been 
hoping that someone would ask me that today. I’ve got all the 
answers here.’ And he opened his brief case which he carries to 
give himself an air of importance, and he gave me a pamphlet to 
read.

Now Eccles is always giving me pamphlets to read and the 
duller they are, the stronger is his recommendation. So when I 
saw that his pamphlet was written by Treasury and called 
Economic Growth: is it worth having? I took it home, fearing the 
worst.

It wasn’t so bad, really, not for a Treasury bulletin. I admit 
that it would have been improved (for me, at least) with a 
picture of a scantily clad damsel or two or even a joke in italics 
(so that I could recognize it). But it had a pretty clear 
message—that increasing the pace of economic growth did not 
automatically mean ‘the more we are together, the dirtier we 
will be’. Indeed, economic growth would make more resources 
available which, if we so chose, we could use to tackle the 
problems of the environment—to cure them, not cause them.

And I guess this is true, when you come to think of it. If we 
produce more wealth, we could use it to buy more motor cars 
and so compound the problems of city traffic, or we could use it 
to upgrade public transport and so diminish the traffic prob
lem. We can decide to use the increased wealth as we want, for 
good or ill, but we have to produce it first.
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The pamphlet is rather rude about the Doomwatchers, the 
people who sit despondently on the sidelines, prophesying 
imminent disaster, warning us that we are using up our limited 
resources so that it won’t be long before our whole civilization 
will grind to a halt. We are running out of petrol, they say, we 
are using up our fossil fuels far faster than they are being re
placed. That is true, but technology taught us to develop 
atomic power as a replacement fuel and now we are on the edge 
of taking the next step: of using the sun to make pollutant-free 
power with which we could drive pollutant-free battery driven 
cars.

The lesson of the past is clear. If a situation looms up to 
threaten the future, a dynamic people will take the threat by 
the throat. But a static community sits down alongside its 
problem, prophesying doom. Growth is not necessarily a bad 
thing, indeed it can be good for us if we choose to use it well. 
But we must have it first, before we choose.

Wages and Incom e Policy
Member Labor 12 October 1973

Mavis has been very quiet lately. There have been so many 
band waggons rushing past that she has got confused and she 
can’t make up her mind which one I should board. But she has 
now got the forthcoming price control referendum* clearly in 
her sights and she is determined that here is my chance. ‘You 
are always moaning about inflation, dear’, she says. ‘Show your 
people you are in earnest. And everyone is concerned about 
rising prices, so it is sure to be a popular band waggon.’

I guess it will be too, until people start to think it through. 
But although the idea of price control may be popular, it 
wouldn’t work. There have been many attempts in other coun
tries, to hold down prices and incomes and they have all failed 
in the long term. They work well for a few months and then 
there is a surge forward in both prices and incomes which
* A referendum to alter the Commonwealth Constitution was held on 8 

December 1973.
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generally takes the country further than ever along the road to 
inflation.

It’s a bit like a pressure cooker. You can put an extra weight 
on the escape valve and it holds things down for a while. Then 
you get a build up of pressure that blows the lid off, and makes 
an awful mess of the ceiling.

There are many reasons why prices and incomes control 
doesn’t work in the long term. First, when it becomes known 
that such a policy is imminent there is a rush to raise prices and 
wages before the policy is enforced. In our case, with many 
months elapsing before the controls could be put into opera
tion, this would be particularly dangerous.

Secondly, the only way producers can become aware of the 
changing demand is to receive the prices signals loud and clear. 
The economy is like a bucket of worms—it is continually 
changing. The only way to become aware of changes in demand 
is to allow changes in prices to indicate the changes. If we are 
not going to let the price mechanism tell us when to increase or 
decrease production, the government must do it and this is a 
prospect that horrifies me.

Again, to make price control work, you must have an array of 
civil servants, many of whom would have the right to make 
detailed and intimate enquiries into the business affairs of 
almost everyone. I wouldn’t like this. And the controlled 
industry is required to perform a lot of extra bookwork which 
increases costs and prices.

Many people forget the black markets associated with price 
controls during the war. If you hold the price lower than the 
demand would indicate, you have an unsatisfied demand and 
this gives the opportunity for all kinds of shady dealing. During 
the war, we had the flame of patriotism to reinforce the law. 
What kind of goings-on would there be in this permissive 
society when people are advised, even by a Premier, to break 
laws they don’t like? The government says the first objective of 
price control is to hold down the price of land. What would 
happen then? Surely the chap with the money would find a way 
to pay something under the desk, while the poor person would 
miss out.

The government wants us to vote for two referenda, one on 
price control and one on wage control. There will be over
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whelming union pressure against wage control so that will be 
defeated. If the price control referendum is carried, we will 
have a system which cannot work, because price control with
out wage control has never worked, even in the short term.

It is a pity we are going to rush after these two referendum 
hares. If  we catch one without the other, we won’t know what 
to do with it. In the meantime the government will be 
encouraged to put off doing the unpopular but proven things 
that limit inflation, like increasing taxation and restricting 
credit.

But there are no votes in doing these things and the govern
ment seems to be more interested in votes than solutions at the 
moment. Like Mavis!

Trouble with Bishops
Member Coalition 12 May 1972

I am used to being castigated by Mavis, Fred, Eccles and most 
everyone else, but now the bishops are having a piece of me 
and this is harder to take.

I don’t resent ecclesiastics being concerned about the twin 
problems of inflation and unemployment and other similar 
grave problems. I am not one of those who thinks parsons 
should stick to the pulpit. Indeed, I would be disappointed if 
they did. What I find irritating is the bland assumption that 
economic problems are easily fixed and that they do not often 
originate from moral causes.

Let’s assume for the sake of argument that poverty is as 
serious as the bishops say. When you look at ways of abolishing 
it you realize that the solutions depend on a change in the moral 
outlook of people as much as on politicians.

For instance, how much money would be needed to redress 
the poverty position in Australia? Last year the Common
wealth government spent about $1,790 million on social 
welfare. I gather that the Church would think we should spend 
more. How much more? Twice as much?

In 1971-72 we spent about $1,307 million on intoxicating 
liquor and $547 million on tobacco and cigarettes, a total of
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81,854 million. Would this be enough to stop poverty in its 
tracks? If you deduct the excise and customs revenue from 
these items, you still find that we spent 81,069 million on 
liquor and tobacco. This money would surely go a long way to 
solving our poverty problem. And ceasing to use these two 
luxuries would immediately reduce the poverty problem itself, 
because they both directly increase poverty. Yet surely such a 
reduction would be more a moral than a political problem.

There are other ways we can tackle poverty. We can spend 
more money on poverty control and less on education, or 
defence, or external economic aid, or payments to the States. 
We will have to cut some of these back if we are going to use 
more resources on poverty prevention. Which? The bishops 
don’t say. It would help me if I knew.

Perhaps we could raise more money from income taxation, 
but here again we run into moral problems. If we increase 
income tax we reduce the incentive of people to work hard and 
take risks. People oughtn’t to be like that; they should burn 
with a desire to help their fellow men, but they are really only 
keen on helping themselves. So if we want to get much more 
revenue from income tax, the starting point is to make people 
better.

And we ought not to ignore the impact on the moral stan
dards of our country of high income tax rates. We know that, 
even now, a great deal of effort goes into income tax avoidance. 
Some of this effort is at least morally questionable, even if it 
scrapes through legally. Our present tax system encourages 
people to be ‘just a bit crooked’. To increase tax rates will 
increase this tendency unless we attain better moral standards 
first.

Again, we should not ignore the plain fact that, at least with 
some people, poverty is a self-inflicted wound. We are not 
supposed to know that some people are in a mess because they 
drink too much, or gamble too much or are just plain lazy. This 
sector, however big or small it may be, goes immediately into 
the ‘Moral Responsibility’ basket. And if the community is 
seen to be helping the waster with hand-outs, then surely we 
encourage others to be wasters also. This wouldn’t be a prob
lem if people weren’t human, all loaded down with human 
weakness.
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Inflation comes about because the difference between the 
increases in money wages and productivity gets pushed into 
price rises. To stop inflation you must increase productivity by 
stopping strikes and silly industrial disputes, by getting every
one to work harder, and by stopping employers increasing 
prices. In short, you must stop people being lazy and selfish. If 
they weren’t like that you wouldn’t have a problem. All you do 
is to stop them being like that. But is this only my responsi
bility?

In short, the responsibility for poverty should be shared 
between the bishops and me. I know from bitter experience I 
can’t make laws that will make men good and so I am inclined to 
pass my responsibility over to the bishops. But the bishops 
seem to be doing the same thing in reverse. My trouble is, the 
bishops drop their responsibility from such a height that it 
hurts!

There is something splendid about the conception of the 
welfare state. It would work well too, if only we were better 
people.

160



6 Shipping

Under the Restrictive Trade Practices legislation, a particular 
exemption allows shipping lines to combine together in what is 
called ‘conferences’ so that they can arrange common freight 
rates which are then known as ‘conference rates’. These confer
ence rates only apply to what is called ‘liner traffic’, that is, 
freight carried in conventional cargo liners which pick up cargo 
at fixed times and at known rates around the Australian coast, for  
carriage overseas. Conference rates do not apply to bulk cargoes 
such as wheat, iron ore etc.

There is another restriction on shipping that makes shipping 
costs very high. Under our Navigation Act, the interstate coastal 
trade between Australian ports has to be carried by ships regis
tered in Australia and manned by Australian crews. This imposes 
a frightening cost burden on coastal shipping.

Shipping Costs
Member Coalition 9 July 1971

Woolgrowers really feel the impact of the cost price squeeze. 
For instance, in 1960 my shearing expenses came to about 5 per 
cent of the gross proceeds of my clip. In 1970 they represented 
about 16 per cent of the clip. In 1971 they must be close to 20
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per cent, with the price of the clip down so much in value and 
with expenses up.

The sea freight on wool presents the same grim picture. The 
current conference freight rate works out at 4.272 cents per lb. 
or 14.3 per cent of the current average price for wool of 29.8 
cents per lb. The shipowners are said to be demanding a 40 per 
cent increase in the freight rate from New Zealand but the rise 
is said likely to be not as high for Australia. But if our freights 
rise by 25 per cent instead of 40 per cent, freight would then 
cost 5.34 cents per lb. or 18 per cent of the current price for 
wool.

So I am under no illusion that wool freight rates are one of 
the very large burdens that are breaking the woolgrower’s 
back. I usually blame the conference system for this and I may 
be right. I have a side-swipe at the ineffectiveness of our 
restrictive trade practice legislation and again, I am almost 
certainly right.

To many people the solution is for Australia to have an over
seas shipping line of its own so that Australians can compete 
with the conference shipowners and beat them at their own 
game. It’s a queer thing that, a few years ago, when we decided 
to enter into the overseas shipping scene, we joined up with the 
conference system instead of competing with it. There were 
supposed to have been good reasons for this but I have never 
quite understood them.

The question is whether Australia should have an overseas 
line of its own, run by the government and competing with the 
conference system and not working in with it.

Now I have a great admiration for the present leadership of 
the Australian National Line and I also admire the way the line 
is operated. There are other Australian lines, privately owned, 
which are good also. But we should not forget the bitter lesson 
of the recent stewards’ strike and its serious effect on Aust
ralian coastal shipping. No one can really see the poor stewards 
as down-trodden slaves. A chief steward gets $7,685 plus keep 
for a year of 32 weeks with 20 weeks fully paid holiday. So he is 
really getting $240.15 plus keep for a week’s work. An assistant 
steward gets $6,095 plus keep with the same holiday arrange
ments and this works out at $190.47 plus keep for a week’s
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work. Not really bad wages! Fred says he’d be happy getting 
about a third of that lot.

Yet we still had shipping held up on the Australian coast with 
devastating effects, particularly on Tasmania. The plain fact is 
that it would never do for us to get ourselves in the position of 
being too dependent on the communist controlled Seamen’s 
Union which could, and would, hold all Australia to ransom if it 
suited the Union or its overseas masters.

I know that as ships become more and more automated the 
high cost of crewing Australian ships becomes relatively less 
important. But it is still high. We could swallow the high cost 
(with a painful gulp) if we did not have to contend with either 
malicious or irresponsible holdups such as the recent stewards’ 
strike.

Eccles says that he hears that the Navigation Act is going to 
be revised shortly. One of the effects of this legislation is that 
interstate sea cargo has to be carried in Australian-manned 
ships. Cement can be shipped from Townsville to Darwin for 
$2.30 a ton in a Japanese ship, while the freight of cement from 
Townsville to Weipa (about half the distance) in an Australian 
vessel costs $25 a ton. You can imagine the effect of this on the 
development of the Northern Territory and other northern 
areas.

If the Navigation Act is being opened up it will be a good 
idea to see if this part of the Act is working to Australia’s 
benefit. I certainly would not like to see the present conference 
system go unchallenged; it ought to be probed and tested. But I 
am not hopeful that it can be successfully challenged by an 
Australian shipping line, however well led and operated, if the 
stewards can lie back on their $240 a week feather bed and tie 
the whole fleet up.

Shipping and Charlie Jones
Member Labor 26 September 1975

I’m sure the Minister for Transport, Charlie Jones, means 
well, but he does badly. When he was in opposition he used to 
thunder away about how he would soon have most of the 
Australian trade carried in Australian ships built in Australia. 
This has not happened and if it had, the increased costs would
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have been serious. Even now shipping freights are at a rate that 
is ruining exporters and which will act to switch trade to land 
transport where possible.

Let us follow Charlie step by step along his tragic path. After 
he became Minister for Transport he soon found that it was 
impossible to build ships economically in Australia, that the 45 
per cent shipbuilding subsidy is equivalent to a protective 
tariff of about 120 per cent—that this is the protection needed 
to shield us against the Japanese who buy our coal and our iron 
ore, ship them to Japan, turn them into steel and then into ships 
and then undersell us by that margin.

So Charlie soon found that he couldn’t afford to force all our 
ships to be built here. But even if we use ships built overseas 
we still have to stagger under the most grievous shipping 
freight burden. A few weeks ago he announced a 40 per cent 
increase for interstate shipping freight rates. There was an 
immediate howl of anguish from the poor pathetic Tasmanian 
Labor Party members who came scurrying to Canberra to beg 
for mercy. But in vain. Then they are reputed to have decided 
that desperate measures were needed and they ought to 
arrange another Tasmanian by-election. They were last seen 
drawing lots to see which of them was to be sacrificed on the 
altar.

It wasn’t poor Charlie’s fault. The problem is that we now 
have a system of feather bedding the maritime unions which 
makes it impossible to operate economically on the Australian 
coast. For instance, now the basic pay for a seaman is $9,900 a 
year with 24 weeks holiday. How Fred would like that kind of 
treatment!

The increase in the coastal freight rates will pretty well 
cause poor little Tasmania to wither on the Australian vine. In 
mainland ports, shippers will be able to switch from sea to land 
transport and this they will do. But perhaps it will have other 
effects. For instance the cost to ship steel from Sydney to 
Darwin will be about $71 a ton, while it would cost about $30 to 
ship the same cargo from Singapore. And as Darwin now needs 
large amounts of steel, it will probably be imported with 
serious effects on the unemployment in Newcastle and Port 
Kembla.

But it’s not only the feather bedding of the maritime unions 
that is killing the Australian shipping trade. Even if we could
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afford to pay the Australian wage rates it would be dangerous 
to place ourselves in the hands of the maritime unions to a 
greater extent than we are now. And indeed, it is bad enough. 
For instance, in July 34 tugmen in Geelong went on strike for 
conditions even more generous than they were then receiving. 
The port was held up for nearly two months with a slackening 
of employment and an adverse effect on development there, 
and the likelihood that shipowners will avoid using the port of 
Geelong in the future. I understand that the disadvantaged 
workers in the Geelong area were levied to pay the strike pay 
of the people who were hurting them.

A far starker picture of extortion and blackmail can be found 
in Mr Justice Sweeney’s recent Royal Commission Report on 
Alleged Payments to Maritime Unions (1975). In case after 
case he spells out the way officials of maritime unions have 
held the coastal shipping industry to ransom, frequently solely 
for their own personal gain. I quote from page 15 of the Report:

I am satisfied that the reason this payment was demanded and 
received was to place moneys at the disposal o f W ells and Rawlings 
(union officials) which could be used for their own purposes and in 
Rawlings’ case, with W ells’ agreement, for Rawlings’ own person
al benefit. T he payments were not related to any union campaign 
at all.
So the maritime unions are quietly and efficiently killing 

coastal shipping, except in Tasmania, where they are killing 
Tasmania instead. The Navigation Act, which enforces the 
carriage of Australian cargo in Australian ships, is becoming 
the heaviest cross carried by the economy. Certainly, it is one 
of the most effective barriers to development in outlying areas. 
Ask the citizens of Darwin, Wyndham, King Island and 
Kangaroo Island what they think of the cost of the service they 
get from the floating feather beds that serve them.

Shipping and the Jackson Diagram
Member Coalition 15 July 1977

Eccles is always nagging me about the damage done to Aust
ralia’s development by our Navigation Act, particularly that
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section which forces us to use Australian ships to carry our 
interstate shipping cargo. The utter awfulness of the situation 
that this has brought about is shown in the accompanying 
diagram which Eccles culled from the Jackson Committee 
Report.*

The diagram shows that in 1975 the cost to carry cargo from 
Sydney to Perth (2,100 nautical miles) was more than from 
Sydney to London (11,400 miles). Or, going north, it costs 
more to carry cargo from Sydney to Townsville (1,200 miles) 
than to Singapore (4,300 miles). And I notice that the Indus
tries Assistance Commission in its 1976 report on super
phosphate commented that because we are forced to carry 
phosphate rock from Christmas Island to Australian ports 
using some Australian ships, this increases the cost of phos
phate rock to the Australian farmer by $10 million a year.

There are many reasons for the high cost of Australian 
shipping. The cost of per ton mile carriage is always less on a 
long haul than on a short haul. One reason is that the very heavy 
loading and unloading costs have to be paid for in both cases 
and if these costs are spread over a short haul they always look 
larger than spread over a long haul. Bigger ships can be used on 
the longer hauls to Europe and other popular ports because 
there is more cargo to be carried. So the cost per ton mile is 
always bigger on short hauls than on long hauls.

But there are less worthy reasons for the awful cost of inter
state shipping. One is the cost of providing accommodation to 
Australian standards. B.H.P. say that it costs about $16,000 per 
seaman to convert an overseas ship to Australian crew stan
dards. And when you have done that you have to pay Australian 
wage rates. For every dollar to sail a British ship, Australia has 
to pay $3.60. Even Scandinavian conditions which are twice as 
expensive as the British, only come to 55 per cent of Australian 
crew costs.

Having altered the ship to our standards and paid the crew at 
our wage rates, we have to contend with Australian strikes. Of 
the 7,670 ship days available to the B.H.P. fleet in 1975, more 
than 12 per cent were lost by strikes.
* Jackson, R. G. (chairman). ‘Policies for Development o f Manufacturing 

Industry’, Green Paper Report, October 1975.
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But perhaps the biggest slug that our interstate freight rates 
suffer is stevedoring charges. If we ship from Sydney to 
London there is only one Australian stevedoring charge but if 
we ship from Sydney to Perth there are two. These costs get 
built into the freight costs, so it is not surprising that our inter
state freight rates are so high.

There are a lot of sheep and cattle being shipped from 
Australia to overseas countries and in some cases they need 
baled hay. The cost of growing, cutting, baling and stacking 
good quality hay is about $1.50 a bale, or that’s what South 
Australian farmers have been getting. But it will cost $3.00 a 
bale just to lift it from a lorry to the ship, about 4.6 metres 
away. An examination of the costing sheets of a stevedoring 
company showed that hay was being handled at the startling 
speed of 5 bales per man hour. It is also interesting to note that 
one of the items in the miscellaneous column was purchase of 
sweat bands! I wonder how much sweat you would lose loading 
bales at the rate of 5 an hour!

Our wharf costs are the highest in the world but there is a 
glimmer of hope. Under the arrangements being introduced, 
the stevedoring companies are responsible for paying the idle 
time of their own wharfies, instead of this cost being spread 
over the whole industry, so things may improve. They certainly 
couldn’t be worse.

Outlook Conference
Farmer Coalition 9 March 1979

At the 1979 Outlook Conference, one notable event was a 
buffet dinner and drinks put on by the European Shipping 
Conference. I guess these people wanted to take the oppor
tunity to explain to influential farm leaders the advantages that 
come from the shipping conference system. It was not a good 
evening. First, many of us had to eat while standing up, which 
is an uncivilized way to behave. Secondly, it was hard to hear 
what the speakers were saying. This may have been a good 
thing but it would have been nice to have been certain about 
this. But the evening was spoilt for me because I kept recalling
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Eccles’ warning that there was no such thing as a free feed, so I 
had an uneasy feeling that I had already paid for my meal, or, if 
I hadn’t, I was about to.

There were some excellent graphs displayed on the walls, all 
done in striking colours, designed to show that the shipping 
conference system had served Australia well. But one of these 
happened to show how the conference freight on wool had been 
held down when Sir William Gunn was twisting the arm of the 
European Shipping Conference in 1972. The Wool Corpora
tion have recently been doing some more hard bargaining and 
have been able to negotiate a special reduced freight rate for 
80,000 bales from a shipping line outside the conference 
system. This rate showed a reduction of over 60 per cent on the 
conference rates. Many of us were suspicious that it was the 
startling success of this trial shipment that activated the func
tion we were attending. And I noticed that, when someone who 
was speaking later asked, ‘Was Sir William Gunn in the room?’ 
many of the shipping people looked around nervously and 
some edged towards the door.

The break-up o f conference shipping costs is interesting.
Loading costs in Australia 31 per cent
Crew costs, insurance etc. 23 per cent
Bunker costs 11 per cent
Port costs 4 per cent
Discharge in Europe 17 per cent
Depreciation and return on capital 14 per cent

100 per cent
It costs 31 per cent to load in Australia compared to 17 per 

cent at the other end, which is a grim indictment of the mess we 
have made on the waterfront. But the shipping conference 
system has encouraged these costs to rise. If  there is strife on 
the waterfront and a shipowner has to choose between having 
his ship held up, which costs the earth, and giving in, he 
usually gives in. He does so because he can recover any result
ing cost increases by raising his rates, knowing that the other 
conferences lines will stick together. Eccles says: ‘You can 
always tell a man who is dining out on an expense account by 
the enthusiasm with which he summons the waiter’. Confer
ence shipowners know that some one else will pick up the tab in 
the end.
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The government has given the shipping conference system a 
privileged position under the Restrictive Trade Practices 
legislation. There are many reasons for so doing and perhaps 
the speakers told us about them at the dinner. That I couldn’t 
hear them was not the fault of the shipping people, but they 
were wrong to insert a function of this kind into an Outlook 
Conference programme. Farmers may be a bit simple but we 
usually know when we are being duchessed, even if we have to 
eat standing up.
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7 Exchange Rates

M y understanding of the exchange rate has always been rather 
hazy. But when I  read the article written by Dr Bob Gregory, of 
the Australian National University, which appeared in The 
Journal of Agricultural Economics in August 1976, I  realized 
that an important question had been exposed. I f  it was important 
then, it is much more important now (1981) when we are teeter
ing on the edge of another mining boom. As this book goes to print, 
this question looms as one of the biggest economic problems we will 
face in the eighties.

It is important to realize that, until the middle seventies, the 
exchange rate only moved when the government allowed it to 
move. Governments being what they are, this always meant that 
the movements were delayed too long and then they had to be too 
big, with all the traumas that go with big changes. A t present, the 
exchange rate moves in accordance with market forces; at least, 
we are told it does and I  believe them. So now we often have a 
series of small movements during a week, some up and some 
down, but all tending to keep the value of exports and imports in 
balance.

It is clear then, that if the value of exports is to expand because 
of a mining boom, then the exchange rate will move so as to 
increase the value of imports. This was the Gregory thesis and it is 
what M r Stone says in the last article of this book. It is a fitting 
end to the book because it opens up a matter pregnant with 
problems and opportunities.
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Gregory Thesis (1)
Member Coalition 10 December 1976

For years Fred and I have preened ourselves because we earn 
export income. I have often given tongue about this in the 
House and attracted some nasty comments from my city collea
gues when I have compared them unfavourably with Fred and 
me just because they didn’t earn any export income. Fred has 
occasionally been overcome by his own eloquence to the extent 
of saying, and even perhaps believing, that he was not farming 
to make money, but only to provide export income for the 
country’s good. Of course he doesn’t really mean it but it has a 
wonderful ring about it, particularly if he has had a beer or two.

So Fred and I have been hitting other less worthy citizens, 
particularly Eccles, with our export income earning haloes. But 
now Eccles tells us that the honeymoon is over. He has read an 
article by Dr Gregory* and he keeps pushing it under my nose 
and telling me that I should read it. But when I found it was 
about the exchange rate I fought a dogged rearguard action and 
refused.

Eccles, as usual, wore me down in the end and now I’m glad 
because the article opens up a startling view of the economy. 
Gregory’s thesis is that the more exports we have, the more the 
exchange rate will adjust so as to discourage the production of 
more exports. It will automatically adjust so as to keep exports 
and imports in balance.

At this stage, I complained that I couldn’t see where this 
long-winded argument was leading, but Eccles went on relent
lessly. He said that if the export of minerals expands as many 
think it will, particularly if we start exporting uranium, then 
there will be an automatic movement in the exchange rate 
which will discourage our traditional exports, including rural 
products.

Dr Gregory contends that the expansion of mineral exports 
in the last ten years has had a very grave effect on the economic 
health of rural industries by keeping the exchange from de
valuing which would have suited rural industry. If Gregory is 
only half right in his assessments of what has happened in the
* Gregory, Dr R. G. ‘Some Implications o f the Growth o f the Mining 

Sector’, The Journal o f Agricultural Economics, August 1976.
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past and will happen in the future, then a changing world is 
going to change even faster.

It has been hard work for Eccles to get this economic theory 
into my modest brain, but he jibbed at telling it to Fred. ‘He’s 
your responsibility,’ he growled, ‘he is your wretched con
stituent. You tell him yourself and look out he doesn’t hit you 
when you try to take his halo off him. But perhaps you could 
talk to him as one farmer to another in language he under
stands. I wouldn’t be able to get through to him.’

So I told Fred that, just as the worst enemy of a sheep was 
another sheep, so, if we have a big expansion in mineral 
exports, then the worst enemy of an exporter may well be 
another exporter. When Fred asked me querulously how this 
would happen, I told him that it was due to the operation of the 
exchange rate. Fred complained that the exchange rate was a 
closed book to him and he wasn’t prepared to learn about it at 
his stage of life, but he insisted on recounting a shady story 
about exchange rates to show that he had heard of them.

A Japanese went into a London bank and changed 1,000 yen 
for £(stg)2.50. Next week he went into the same bank and 
again put down 1,000 yen, but this time he only got £2. He 
protested but the teller explained that the discrepancy was due 
to the exchange rate fluctuations. ‘Fluctuations, fluctuations,’ 
the Japanese complained bitterly. ‘Fluck you plurry Euro
peans, too!’

Fred’s understanding of the way the exchange rate works is 
hazy as well as coarse, and I apologize for him. But the pros
pect of Fred and me having to manage without our export 
income earners’ haloes is not a pleasant one, particularly when 
we have become used to wearing them and they seem to fit us 
well. But Eccles says that we are not the only sector which will 
feel the impact of an increase in mining exports. He says that 
the import competing sector will also find the new environment 
uncomfortable.

Gregory Thesis (2)
Member Coalition 14 January 1977

Recently Eccles robbed Fred and me of our export income 
producers’ halo by saying that if mineral exports expanded as
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expected then there would be very strong forces operating 
through the exchange rate to discourage the export of other 
products. Then Eccles went on to say that this was not inevit
able and one solution was to encourage an expansion of 
imports. In other words, just as the worst enemy of an exporter 
would be another exporter, so the best friend of an exporter 
would be an importer. He then went back to his basic thesis, 
which is that the exchange rate acts so as to keep exports and 
imports in balance. If exports expand, the exchange rate moves 
to discourage exports (and this may be where the farmers get 
clobbered), but this could be offset by an increase in imports.

And here Eccles referred to the basic paper written by Dr 
Gregory. Dr Gregory contends that the increase in mineral 
exports in recent years has influenced exchange rate move
ments so as to make these far more important than the 25 per 
cent tariff cut in July 1973.*

This made me feel uncomfortable because our side of poli
tics has, for years, been clobbering the Labor Party about the 
devastating effect of the 25 per cent tariff cut. It was an easy 
stick to pick up and use to clobber our opponents. Industry 
leaders could understand a tariff cut, while some of them may 
have been hazy about the operation of exchange rates. The man 
in the street could also understand the tariff cut in a hazy kind 
of way. So we belted the Labor Party with the effect of the 
tariff cuts on secondary industry when what was affecting it far 
more were exchange rate movements associated with an expan
sion in mineral exports. It is a bit like a chap with stomach 
cancer who thinks his stomach pains are indigestion.

Politicians have been talking nonsense about tariff cuts when 
the exchange rate has really been making industry sick. Almost 
behind our backs, the exchange rate has been encouraging an 
increase in imports so as to bring imports into balance with 
exports. Gregory says that, for the import competing sector, 
the mineral expansion has been equivalent to the complete 
removal of the tariff plus the introduction of an import subsidy!
* The 25 per cent tariff cut has been estimated to have had the same effect as 

a 4 to 5 per cent exchange rate appreciation. Yet between July 1973 and the 
middle o f July 1975 the exchange rate had appreciated by over 20 per cent. 
So clearly exchange rate movements were much more important than the 
25 per cent tariff cut.
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Now if this has been the effect of an increase in mineral 
exports in the past, you can imagine what would be the impact 
of a further explosion in mineral exports in the future. And this 
many people foresee, particularly if we open the uranium 
Pandora’s box.

Eccles warns that, if this expansion takes place then any 
action to hold down imports by imposing tariffs or quotas will 
be at the expense of the exporters in general and is likely to 
affect rural exporters in particular because they seem to be the 
most vulnerable.

Fred suggested, in a half-hearted way, that perhaps the best 
thing to do in the interest of both rural exporters and secondary 
industry was to prevent the expansion of mineral exports. 
‘Then we would all be saved’, he said. But as soon as he had 
said it he had the grace to go quite red behind the ears because 
he knew that he had said something awful. It is indeed serious 
to consider denying Australia and other countries the advan
tages that would follow from supplying the world with what it 
badly needs, in order to shelter particular sections in Australia 
from the inevitable changes that would follow a big mineral 
expansion.

But our options are becoming clearer. We can take the 
dreadful responsibility of stopping the mineral expansion or 
face up to the inevitable and painful changes which will hit the 
rural and secondary sections right between the eyes.

Gregory Thesis (3)
Member Coalition 21 January 1977

You will recall that Eccles contends that if there was a large 
expansion in our mineral exports, then it would affect the 
exchange rate and so discourage other exports, perhaps rural 
exports. Eccles says that it is not inevitable that this would 
follow, because instead we could increase imports. He claims 
that, in the past, the expansion in mineral exports has had quite 
a serious effect on the competitive position of import compet
ing industry by its effect on the exchange rate. He now says 
that another way of counter-balancing the expected expansion 
in mineral exports is for us to export capital.
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Eccles explains that exporting money would be a counter
weight to exporting minerals, because it is not the export of 
minerals that causes our exchange problem but the money that 
comes into the country to pay for mineral exports. ‘So any fool 
can see,’ Eccles says scathingly, ‘that if money is going out of 
the country it will counter-balance the money coming in to pay 
for mineral exports.’

I can see that, but I can’t understand why we should send 
money out of the country if it isn’t to pay for imports. But 
Eccles says we could make gifts to other countries, e.g. over
seas aid, make investments in other countries, or send money 
out of Australia to buy out companies in Australia which are 
owned overseas. Doing any of these things would not only 
mitigate the effect of a big mineral expansion but would build 
up Australia’s long-term economic strength and at the same 
time contribute to world economic development. This is what 
occurred in the case of the U.S.A. during and after the First 
World War, and to Great Britain a century ago. But the latter 
benefits were lost when many of the assets thus built up had to 
be sold off during the Second World War.

Eccles says that the first solution—overseas aid in the form 
of gifts—would be a permanent solution because there would 
be no money coming in later to undo the good done by giving 
money away. In the awful situation in which the world finds 
itself with the ever-widening gap between the haves and the 
have-nots, this solution is not as queer as it appears. I know it 
sounds odd to say that the way to save yourself from trouble is 
to give money away but Eccles says that he has seen sillier 
suggestions.

Another way to absorb our surplus is to invest money abroad. 
This is becoming increasingly attractive as our high wages 
make it difficult for us to compete with labour intensive goods 
made overseas. When the overseas investment starts to be 
profitable, then the profits would start to come home to roost 
and in this way the present and future generations of Austra
lians would benefit from using export receipts to build up 
assets abroad. The return of profits would in time reduce the 
mitigating effect of investing abroad—but then, who knows 
what will be happening to our mineral exports by then?
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The third solution, using the capital inflow from minerals to 
buy out overseas firms located here, would be a useful way to 
make proper use of our mineral wealth. If this was done wisely 
it would give us more control over our own destiny though this 
is no guarantee that the new Australian owners would be better 
or more courageous than the others. All too often, Australian 
owned companies claim special privileges just because they are 
Australian.

So the position isn’t hopeless, we may yet be able to survive 
a big expansion in mineral exports. It isn’t absolutely necessary 
to adopt Fred’s simple solution, which is to go around shooting 
miners!

The Last Word
Farmer Coalition 13 December 1979

Eccles is becoming unsufferable lately; he looks like a cat that 
has been at the cream. Every now and again he licks his lips or 
gives a great sigh of satisfaction. When I challenged him as to 
the source of his unusual state of contentment, he thrust into 
my hands a copy of a speech given by John Stone, the Secretary 
of the Treasury Department, to the Australian Institute of 
Management on 19 November 1979. ‘Just read that lot’, Eccles 
said cheerfully and it was almost comical to hear him. Then he 
went on: ‘This is no light-weight speaking. Mr Stone knows 
what he is talking about. And when you add his comments to 
those of all the other good and great who have said recently that 
tariffs must come down, then you must admit that virtue is 
gradually winning.’

I know that Eccles is inclined to grasp at straws so I took Mr 
Stone’s lecture away and read it carefully. Mr Stone does not 
spend a lot of time on fancy footwork and I don’t think he 
would make a very good Member of Parliament. The first thing 
that hits you is his relentless logic. He reminds me of a man 
crossing a turbulent stream on firm stepping stones, he goes 
from one known point to the next with measured tread.

Australia is sitting on top of a great opportunity to export. 
This is because of the impending energy crisis and our con
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siderable natural advantages as overseas energy gets dearer. 
But if the opportunity to export is to be grasped then we will 
have to import more capital. But let Mr Stone speak for 
himself:

The developm ent task before us is going to be greater than 
Australians will be capable o f undertaking from their own savings 
alone . .  . There would be nothing particularly novel about that. 
Since Federation— and most particularly since World War II— we 
have as a nation been net importers o f capital. As a big country, 
with the ‘tyranny o f distance’ confronting us internally as well as 
externally, with enormous natural endowments but with a rela
tively small population to develop them, it has been part o f the 
natural course o f events that foreign capital (the savings o f others) 
should supplement our own domestic savings in building the 
Australian economy.
So to produce the extra exports we will need to import 

capital. But capital can only come into Australia in the form of 
imports of goods and services because they (and just not 
money) are what is required in order to put the capital works in 
place. So the capital we need must reach us in the form of 
imports.

If our exports are to increase as we all want them to, and if 
we are also going to get those extra imports that we need to 
carry out the capital developments, imports will have to grow 
at least as fast as exports. But let Stone take the step to the next 
stepping Stone.

The more successful, in the decade ahead, we prove to be at 
exporting, the more successful we are also going to have to be at 
importing . . . There is no alternative.
The more we increase exports the more we will have to 

increase imports in order to get our hands on the required 
capital if development is to proceed. What will be his next 
stepping Stone? It is that it would be better to encourage those 
imports by reducing trade barriers than to leave it to inflation, 
which he rules out as unacceptable, or to the operation of an 
upward shift in the exchange rate which will be the inevitable 
result of doing nothing.

Broadly we have two options: either we act positively to ensure 
that import growth substitutes for our less efficient producers, or
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we can allow the economic forces involved to produce the required 
current account readjustment by affecting our efficient producers 
(exporters as well as our more efficient im port-competing indus
tries) as well as our inefficient ones. T he first option implies that, 
as export income grows (as it is already very strongly doing) we 
should facilitate the entry o f imports by a gradual dismantling o f  
our present import protective regime, including not only tariffs 
but also quantitative import restrictions and tariff quotas.
I suppose a more menial way of saying the same thing is that, 

if exports are to increase and foreign capital is still required, 
then there is no known way of stopping the economic laws 
working; they will work whether we want them to or not. So we 
should guide them to reduce import barriers so as to increase 
imports rather than either altering the exchange rate which will 
damage our efficient industries or by allowing inflation to 
damage all of us alike.

I can see now why Eccles looks like a cat that has been at the 
cream. And that chap who wrote One More Nail must also be 
feeling a bit proud.

\
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Introduction 
PART 2

The most recent article that appeared in the first edition of this 
book was, strangely, the last one in the book, the one about 
John Stone and the exchange rate. Since then, well over 100 
essays have appeared in the papers that carry the Modest 
Farmer column. As it is now necessary to print a second 
edition, I have taken the opportunity to include 27 others. 
These follow the same general divisions as in the first printing; 
there are 6 more dealing with Trade Barriers in general. Then 
follow 7 more about motor cars because this has been a very 
lively subject in the last two years. The numbers follow on from 
the motor car numbers used in the first edition. The last three 
of these discuss the sad implications of the government’s 
decision on cars.

There are another 7 on textiles. This, too, has been a bitterly 
contested argument with the government running to water as 
usual. The first 4 deal with the way the industry’s case was 
prepared, followed by two articles in which I lick our wounds. 
Then there is another on B.H.P. which repeats a little of the 
third article on Iron and Steel in the first edition as it seemed 
too good to leave out. Then there is one on the effect of the 
money supply on inflation.
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The last five deal specifically with taxation. Four of these 
sprang from the 1980 Political Science School on Taxation. 
The last one deals with a comment on taxation made by Dr 
Hugh Stretton.

I have not headed this second edition as in the first because 
(a) I was obviously a farmer and not a member while they were 
written and (b) The Fraser coalition government have been in 
power all the time also.
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1 Trade Barriers (General)

The Protection Procession
16 November 1979

I don’t think I would like to be in Parliament these days. When 
I was there I used to know where we were going and all I 
needed was leadership. But I don’t think that I would be happy 
now because I wouldn’t be certain who was leading me or 
where. Ever since I heard Mr Thompson, the Labor M.P. from 
N.S.W., proclaim in ringing tones that the Labor Party, led by 
that great statesman, Mr Lionel Bowen, the Deputy Leader of 
the Opposition, had reverted to their old tariff policy of giving 
all industries protection to suit their needs and to hell with the 
advice from the academics, I keep having a nightmare about 
where everyone is going and which leader I would have to 
follow if I were still in Parliament.

In my dream I see a procession of the good and great. In front 
is the spokesman for the textile industries beating a big drum. 
Then come the real leaders of the procession, Mr Fraser hand 
in hand with Mr Bowen, both carrying placards bearing the 
message ‘To each industry according to its need.’ They stride 
off confidently for a few chains and then they have to stop to 
explain things to their followers. ‘Where are we going?’ some
one will ask. ‘To the Vale of Popularity’ one of the leaders will 
reply and most of the followers will cheer loudly as they can 
hear the rumble of an approaching election.
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Then off the procession moves again, with the two leaders 
still holding hands. Bill Hayden will follow close behind, look
ing a little puzzled and glancing over his shoulder every now 
and again to see if Mr Hawke cometh. And, like a schoolboy 
kicking a can as he goes reluctantly to school, Bill kicks along 
the halo that he won with his economics degree.

Then comes Mr Peacock, carrying the Harries report and 
thumbing through his notes on the Menzies Oration, and wear
ing his most dazzling smile. At his side is Senator Sim, 
frequently plucking at his sleeve to tell him that everyone is 
going the wrong way. ‘I know that,’ Andrew replies, ‘but I like 
being Minister for Foreign Affairs.’

Then comes poor Chris Hurford, worried because he once 
thought that he was the shadow minister for tariffs but no one 
has asked for his opinion for ages. As he mooches along he tries 
to forget that he too has an academic degree. If he sees a fence 
in the distance, he gets really concerned because he knows he 
will have to make up his mind soon which is the safest side of 
the fence to travel.

Then comes Phil Lynch, trying to remember which side of 
the protection fence he is at the moment. He knows that he was 
a high protectionist once but he thinks he has a different 
opinion now. Sometimes he drops behind and then he has to 
trot to catch up, this is not easy because he is carrying the 
Vernon (2 vols.), Jackson (4 vols.) and Crawford reports and 
the White Paper also.

Following comes the Labor spokesman for the rural indus
tries, Senator Walsh. He is wearing a black scowl because he 
knows that Mr Bowen’s policies will ensure that the Labor 
Party will not have a hope in hell of winning any rural seats at 
the next election and then everyone will blame him.

He is followed by the Country Party, all beautifully in line 
and in step. If you ask them where they are going, they say out 
of the side of their mouths, that they don’t know but, by gad 
Sir, they are going there in good order. ‘Theirs not to reason 
why, theirs but to do and die’ and that kind of thing. Every now 
and again one of their leaders will break away from the pro
cession and disappear into the crowd, rattling a collection tin 
for some worthy foundation or other.
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Next the Member for Berowra, the chairman of the govern
ment committee that deals with tariffs. He carries his old 
professor’s toga in his brief case and wears a worried frown. He 
knows better than most that everyone is headed in the wrong 
direction but he doesn’t like to say so because, well, dash it all, 
if a chap leaves a lovely ivory tower in a university for a rough 
political life, then surely he will be rewarded with a ministry 
soon.

Well in the rear but rapidly catching up, comes Mr Hawke. 
He looks as cross as usual and he carries a copy of the Jackson 
Report of which he was one of the authors. He frowns because 
he has a hazy recollection that there were a lot of things in that 
document that do not square with the Bowen doctrine. He 
knows that he has a battle on his hands with the Labor Party 
policy on uranium and he can’t help thinking that another fight 
about tariffs will complicate his life unnecessarily. So every 
now and again he gives a toot on his trumpet, and, when he 
does that, those ahead break into an uneasy trot. I hope they 
know where they are going.

Government Intervention
28 March 1980

Recently I spoke about tariff protection on the same platform 
as a secondary industry leader. I am often startled at the level of 
economic ignorance of many of the captains of industry but this 
chap wasn’t like that. He had a degree in economics and I am 
more modest than ever in the presence of such people. In the 
course of his argument justifying tariffs he spoke scathingly 
about (and I wrote it down to be sure) ‘the unreality of govern
ments trying to tamper with industry development.’

When he said this there was a murmur of approbation 
because we all thought it was a splendid thing to say. There 
were some farmers in the audience and we always pride our
selves on our independence unless there is a super subsidy or 
similar handout kicking around. There were many secondary 
industry people there and these muttered scornfully at the 
suggestion that the government should ‘tamper with industry
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development’. ‘What could the government know about run
ning a factory?’ they asked querulously, ‘What a laughable 
idea!’ Then we all had a little giggle together about it.

And if it had been a Liberal Party meeting we would have 
done more than giggle. As true Liberals, dedicated to the ideal 
of free enterprise, we would have almost certainly passed a 
motion condemning the very idea that the government should 
have the audacity, nay, the wickedness, to tamper with indus
try development.

As most people now know, my mental processes are slow and 
I was half way home before I suddenly realised that the highly 
educated defender of the tariff system was talking through his 
hat when he criticised governments for tampering with indus
trial development, because indeed a tariff is such a tampering. 
By imposing a tariff to protect an industry from import com
petition, the government tampers with the market situation, it 
switches demand from imports to local products. Then during 
the rest of his speech, the speaker kept asking for even more 
tariff tampering. I wish I had been quick enough to point it out 
at the time.

Because we are not a free trade country, the government 
continually tampers with industry by awarding, or withdraw
ing, tariff protection. So if we have to tamper, we should try to 
do it well.

The final responsibility of how much tariff assistance an 
industry should receive rests with the government. Many years 
ago this was done by Ministers advised in private by their 
departments. But this was found to place too great a responsi
bility on a Minister who may have found it hard to resist a plea 
for more protection for a factory in his electorate, or, if he held 
a rural seat, the pressure from his farmers who resented having 
to pay the price for protecting factories in other electorates. So 
the Tariff Board system was instituted. The Board heard sworn 
public evidence and then gave its advice to the Minister in a 
public report and then the government made its decision. Then 
the Industries Assistance Commission (I.A.C.) took over from 
the Tariff Board and this is the system we have now to try to 
make the government tampering as wise as possible, if tamper
ing there has to be.
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Even the most rabid protectionists recognise that there are 
costs as well as benefits incurred in protecting an industry and 
it is the I.A.C.’s heavy responsibility to measure both. When 
the I.A.C. do this they are frequently denigrated by all kinds of 
people. You could expect this behaviour from people in the 
outer but when the men in the Members Stand do it also, we 
are in a mess. There is a bullying streak in many of the good and 
great these days. The Prime Minister has one and so has the 
Premier of Victoria and the Deputy Leader of the Opposition 
in Canberra. These people, when kicking with the wind of 
uninformed public opinion behind them, are inclined to beat 
the living daylights out of the I.A.C. if it doesn’t give its milk 
down and slosh protection around all over the place, doing 
damage to other industries in the process.

The next I.A.C. report on textiles looms close and may be 
out before this column is printed. When it does appear, bitter 
experience has taught me to expect the usual tirade of abuse 
for the I.A.C. when it spells out the costs as well as the benefits 
of protecting the industry.

The Roman emperors discouraged messengers telling them 
what they did not want to hear by cutting off their heads. This 
caused the emperors to make many silly mistakes. If the 
government has to continue to tamper with industry, it is 
important that they continue to be told what they may not want 
to hear. This is less likely if we go on as we are.

Two Cartoons
17 October 1980

Mavis has been trying to teach me to draw and the results have 
been disastrous. I think my fingers are too thick or something; 
perhaps I milked too many cows when I was a kid. Mavis’s 
determination started when I showed her two cartoons by 
Pryor in the Canberra Times. She got quite excited when she 
saw them. For a while I thought that the reason for this was 
because they were both about babies and so appealed to her 
maternal instincts. ‘N o,’ she said ‘this was not so’; it was 
because they made things plain to her in a way that ‘my 
wretched writings’ as she calls them, did not.
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The first cartoon shows a big bloated bloke labelled ‘Pro
tected Industry’ sitting sucking his thumb on Malcolm Fraser’s 
lap, with Malcolm patting the infant’s back to bring up the 
wind. Malcolm’s head peeps out from under the infant’s ample 
armpit and says to a partially disabled widowed pensioner in a 
wheel chair, ‘You’ve just got to learn to stand on your own two 
feet!’

I suppose the cartoon was not really fair in a way. I do not 
think the government has been mean with its welfare money 
though it has often been wasteful and unwise. The drawing 
does show how the heavily protected sectors of secondary 
industry appear to us, though it often feels that they are sitting 
on our heads, not on Malcolm’s lap. I have to admit that the 
cartoon gives a clearer picture than my essays of the govern
ment’s priorities in these matters.

There are many lessons crammed into the second little draw
ing. First there is the infant industry argument. I was a little 
disappointed that the overgrown infant was not labelled B.H.P. 
because this great company is always held up as the justifica
tion for the policy of protecting secondary industry. But the 
B.H.P. infant has now grown so big that it looks just like that 
big baby in the pram, but it still demands to have its tariff bottle 
to suck at.

The $6,000 million label on the milk bottle is interesting. 
The I.A.C. has recently brought out a working paper in which 
they measure what tariff protection is costing us each year. The 
figure used to be $4,000 million, or that was the figure that Mr 
Henderson, then the Secretary of the Chamber of Manufac
turers, used to admit to. That was some time ago and inflation 
and carelessly awarded protection has increased the cost to 
$6,000 million. The poignant picture of that bloated infant 
sucking away at that $6,000 million worth of milk supplied first 
by the consumers, then finally by the exporters, farmers, 
miners and our better manufacturers, really hit home. The 
tragedy is that it is the really sick sector of our secondary 
industry that consumes most of the milk, the textile, clothing 
and footwear group and our wretched over-fragmented car 
industry.

Malcolm was justified in being scathing about Labor’s job 
creation programme. We all know now, if we take money from
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taxpayers to create employment, then that is that much less 
money that they will not have to spend for themselves to create 
employment. If the government gets its job creation money 
either by borrowing it or printing it, either course will lead to 
more inflation and so to lower employment. But the govern
ment’s policy of over-protection does the same thing. It may 
sometimes increase employment in the protected industry 
though frequently this does not happen. It always ends up 
damaging some other industry, usually an export industry.

Looking at the two cartoons together, I can see why Mavis 
wishes I could draw. ‘Now that I have seen these, I can now see 
what you are always writing about, dear,’ she explained kindly, 
‘Your trouble is that you use such long words and that 
wretched Eccles always makes everything so complicated. You 
must learn to draw instead.’

But so far the results of my efforts have been awful!
Modest M embers A ssociation

10 June 1981

The BULLETIN on May 27th wrote that an Association of 
Modest Members was being formed and that I was to be its 
patron. The idea is to gather together members and ex
members of Federal and State Parliaments who believe that the 
market is better than governments at arranging commercial 
affairs.

The reaction of ‘my family’ to this news was interesting. 
Mavis had her usual knee-jerk reaction that she has if she gets 
excited; she started to iron my striped trousers! She bought 
these years ago when she thought I might be made a minister. 
We now keep them in case I get a state funeral; she thinks they 
would be much more suitable than pyjamas for such a grand 
occasion.

Fred didn’t say much except to warn me not to get a swelled 
head. He has been grimly determined to keep me in my proper 
place for the last 25 years. Eccles seemed pleased though he 
muttered that we didn’t have time to sit around preening our
selves because the forces of evil were gathering and we had to 
go forth and smite them hip and thigh.
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You would have thought that Eccles would have at least 
given me the afternoon off so that I could look back over the 
last 25 years and see how far we had come since then when 
there were only one or two of us fighting the good fight. We 
really were clobbered in those days. Some of the onlookers 
used to help a little. I remember once when John McEwen was 
belting me, I received a note containing a quote from Adam 
Smith which I suppose was to bring me comfort. It read, ‘The 
member of Parliament who supports every proposal for 
strengthening tariff protection is sure to acquire not only the 
reputation for understanding trade, but also great popularity 
and influence with an order of men whose number and wealth 
render them of great importance. If he opposes them, on the 
contrary, and still more, if he has authority enough to be able to 
thwart them, neither the most acknowledged probity, nor the 
highest rank, nor the greatest public services, can protect him 
from the most infamous abuse and detraction arising from the 
insolent outrage of furious and disappointed monopolists.’ 
These fine thoughts didn’t really help much.

But it was Eccles who made my cup of misery run over. He 
proudly proclaimed that economists were supposed to be 
unpopular, and to prove it he quoted the great economist, 
Alfred Marshall. ‘Students of social science must fear popular 
approval: evil is with them when all men speak well of them. 
. . . .  It is almost impossible for a student to be a true patriot and 
to have the reputation of being one in his own time.’ From then 
on Mavis regarded Eccles with deep suspicion.

Some comments were more cheering. I remember once when 
I was poking gentle fun at the Committee for Economic 
Development of Australia (C.E.D.A.) which proudly proclaims 
its dedication to the cause of free enterprise but whose 
members seem to be lined up at the tariff trough as often as the 
others. Having said this I waited for the heavens to fall but 
instead I received a little card saying, ‘E’en the ranks of 
Tuscany could scarce forbear to cheer!’ Then followed the 
chap’s signature then, in brackets, ‘CEDA director’. That 
really helped.

I admit that it often seemed as if the vested interests who 
gained from tariff protection would be powerful enough to 
prevent the voice of economic logic being heard. I know that
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some of my younger supporters used to become desolated 
when we got rolled in a tariff battle, but I have always been 
hopeful about winning the war, remembering the famous 
words of Lord Keynes, ‘The ideas of economists and political 
philosophers, both when they are right and when they are 
wrong, are more powerful than is commonly understood. 
Indeed, the world is ruled by little else. Practical men, who 
believe themselves to be quite exempt from any intellectual 
influences are usually the slaves of some defunct economist. 
Soon or late, it is ideas, not vested interests, which are 
dangerous for good or evil.’ I wonder if that ringing warning 
has yet reached lobbyists like Mr Aitchison, the spokesman for 
the clothing and footwear industries, as he, with others of his 
ilk, beaver away white-anting the resolution of our chicken- 
hearted politicians.

The fight to make the logic and the ideals of ideas supreme 
over vested interests will not be easy but nothing worthwhile 
has ever been easy. My mob are increasing in numbers and 
influence all the time. I am proud to be patron of such a group 
and I have splendid visions of me in the van of my troops, 
splendidly arrayed in freshly ironed striped trousers.

I will try to get them to adopt as their anthem two verses by 
Arthur Clough.
Say not, the struggle nought availeth,
The labour and the wounds are vain,
The enemy faints not, nor faileth,
And as things have been, they remain.
For while the tired waves, vainly breaking,
Seem here no painful inch to gain,
Far back, through creeks and inlets making,
Comes silent, flooding in, the main.

Mr Anthony
22 July 1981

All the time I was in Parliament, Mavis used to compare me 
unfavourably with Mr Doug Anthony. ‘You must mould your
self on him, dear,’ she used to say, ‘He’s got such a nice manly
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grin and a fine rugged appearance and the engaging way his 
hair flops over one eye. You must try to be like him.’

She was right, of course, as she almost always is. Besides 
these attributes that caught Mavis’s feminine eye, Doug has 
many others, not the least is that, like Brutus, he is an honour
able man. It is because he is so honourable that I am busily 
engaged just now in searching for an overseas post for him to 
retire to.

Doug is not only honourable, he is competent also. His 
ability to run with the farmers’ hare and at the same time to 
hunt with the protectionist hounds has made his fast footwork 
greatly admired. This has not been easy. It is true that he had a 
first class teacher in Sir John McEwen but, since he took over 
from Sir John, he has performed splendidly. Of course, there is 
an element of urgency and compulsion about his behaviour; 
after all, as leader of the Country Party he is supposed to be on 
the farmers’ side when tariffs are being discussed, because, as 
exporters, we have to carry most of the tariff burden. On the 
other hand, the Country Party headquarters in Canberra was 
built with the generous help from secondary industry so the 
link with these people is very close.

It has not been easy for Doug to keep in with both camps. 
Particularly the farmers since the National Farmers Federation 
(N.F.F.) has been doing its homework so well, have been 
becoming increasingly querulous about the tariff treatment. 
The high protectionists, on the other hand, must be very 
attached to Mr Anthony, particularly since the clothing and 
footwear tariff decision.

Mr Anthony’s performance has filled us all with admiration. 
Now he is Minister for Trade and Resources and, has a partic
ular responsibility to the mining industry and the mining boom 
is making things uncomfortable for him. Eighteen months ago, 
Mr John Stone, the head of Treasury, told us that, as the 
mining industry expanded, the consequent capital inflow 
would inevitably lead to an appreciation of our exchange rate, 
also the following increase in mineral exports would appreciate 
the rate still further. This would make it harder for farmers to 
export unless imports were encouraged to come in by lowering 
our trade barriers. Some people used to think that this was only 
economic theory but this is not so. The N.F.F. estimates that
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the exchange rate appreciation that occurred in 1980 cost 
farmers at least 8400 million in lost revenue and the exchange 
rate has moved a lot higher since then as the capital inflow 
accelerates.

So the government has three choices. First, it can sit on the 
mining industry’s head by stopping its capital inflow, and later, 
its mineral exports. There may be some silly enough to do this 
but certainly Mr Anthony would not agree to such a tragic 
solution. Or the government could do what Mr Stone and 
others have suggested, and encourage more imports to come in 
by lowering our trade barriers. Action of this kind would help 
hold down the exchange rate. This is clearly the proper 
solution but it would be hard for Mr Anthony to bite on that 
bullet, with such deep obligations to secondary industry.

The third choice is to do nothing and so let the exchange rate 
go even higher. This may not have mattered politically a few 
years ago when farmers were ignorant about the effect of 
exchange rate movements. Now they know what is happening 
to them and they do not like it, and are becoming strident in 
their criticism.

This is why I think that Mr Anthony will soon be seeking an 
overseas post. As I said before, he is an honourable man. He 
knows that, although he has demonstrated his ability to hunt 
with the protectionist hounds and to run after the farmers’ 
hare, the task of chasing two hares at once is beyond him. 
Those people who have seen a greyhound chasing a hare will 
realise that not even a Country Party hound could chase two 
hares together. Mr Anthony knows this and so, being the 
honourable gentleman he is, I think he will shortly move to an 
overseas post.

Nevertheless the problem will still be with us, even if Mr 
Anthony isn’t.

I.A.C. Treatm ent
8 October 1981

There is growing up a regrettable habit of politicians publically 
clobbering civil servants who tell them what they do not want 
to hear. For instance, Mr Fraser, and previously Mr Dick
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Hamer, used to get stuck into the Industries Assistance Com
mission (I.A.C.) if their recommendations did not please. I used 
to think that this was just an unfortunate Victorian trait, 
related somehow to their football code. ‘After all,’ I said to 
myself, ‘They cannot go with 100,000 yahoos to a football 
match and spend all the afternoon yelling for blood and guts, 
and not have their characters warped to some extent.’

However, it now appears that this tendency to clobber the 
bearers of bad news is not only a Victorian weakness. When 
discussing the I.A.C. report on the car industry with the South 
Australian Minister for Industrial Affairs, Mr Dean Brown, he 
made some caustic comments about the quality of I.A.C. 
reports and particularly about their tendency to stay in their 
ivory tower in Canberra instead of coming to South Australia to 
have a careful look at individual factories. Evidently he thought 
the I.A.C. should examine factories in detail and so make an 
assessment of their efficiency and to go even further and 
suggest to the industry and the State government which fac
tories should be expanded and which contracted.

This is a completely mistaken view of how the I.A.C. should 
behave. Evidently Mr Brown wants the I.A.C. to act as business 
consultants. Now I know that consultants are very important 
people in our complex world as the following story illustrates. 
A village in England had an explosion in its cat population 
which grew alarmingly. Much concerned, the mayor tried to 
contact a Pied Piper who lived at a nearby village called 
Hamlyn but he was away on another job, so the mayor called in 
a firm of consultants. Their people were quickly on the job 
with their clipboards and calculators. With typical competence 
they quickly assembled all the information, fed it into their 
computer which pointed an accusing finger at a big, bold ginger 
tom cat. ‘Get rid of him and your cat population will fall 
immediately’ was the consultant’s advice. The villagers quickly 
caught the offending animal but, being English, they just could 
not bring themselves to kill such a splendid beast who was 
indeed a monarch among cats. So they took him to the vet and 
had him operated on. And immediately the cat population 
began to fall and this continued for two years.

But then the cat population began to climb again and so the 
mayor called in the consultants again and complained. Their
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first question of course was, ‘Did you do as we said and kill the 
ginger tom cat?’ The mayor admitted that they had not killed 
him but they had had him desexed so it couldn’t be his fault. So 
the consultant firm set to work again with their clip boards and 
calculators and again fed all their information into their 
computer which again pointed an accusing finger at the ginger 
tom cat. ‘But it couldn’t have been him’ the villagers protested, 
‘We had him desexed.’ The consultants replied, ‘Yes, but he 
then set up as a consultant!’

I know that his story has nothing to do with the I.A.C.’s 
report on cars but this is a dullish subject which could do with a 
bit of lightening up.

The I.A.C. should never act as consultants and go round 
telling managers how to run their factories more efficiently. 
They hear sworn public evidence from people on both sides of 
an industry fence and make their judgements. For instance, if 
the car manufacturers told them, as they did, that they would 
wither on the vine unless they continued to receive a consumer 
subsidy of about SI,000 million a year, the I.A.C. would be 
justified in pointing out that this imposed a grave burden on the 
community. And if the same manufacturers claimed that a tariff 
wall of 57j% was not high enough to protect them against the 
competition from imported cars, particularly when the high 
cost of ocean freight was added, then surely the I.A.C. is justi
fied in assuming that there is something basically wrong with 
the structure of our car industry without them going round 
with tape measures and stop watches.

The I.A.C. should, and does, say when it thinks an industry’s 
structure is at fault, if there are too many factories to allow 
them to have an economic throughput as unfortunately is the 
case with our tragic car industry. The I.A.C. might even go 
further and say that, though it is technically possible to grow 
bananas at the south pole, this would be a gross mis-use of the 
nation’s resources which could be better used in other ways. If 
the I.A.C. were to do what so many people beg it to do, ie. to 
tell governments and industries what they ought to produce 
instead of bananas, then socialism would have indeed arrived. I 
think that Mr Brown is much more of a socialist than he 
realises. I think he would get on splendidly with Mr Chris 
Hurford, the Labor Party spokesman on these matters.
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2 Trade Barriers (Particular)

Feather Beds
25 March 1981

Last year I wrote a series of articles about the behaviour of 
people who live on feather beds. First came the Canberra taxi 
racket, then the feather beds that float (shipping conferences) 
and those that fly (two airline agreements). I mentioned how 
feather beds present a powerful temptation to rough and rude 
capitalists who, seeing the comfortable condition of the occu
pants of feather beds, are tempted to fight for a place on one 
for themselves. Sir Reginald Ansett could bear witness to what 
happens because, when Sir Peter Abeles and Mr Rupert 
Murdoch clambered aboard Sir Reggie’s bed, he had to get out 
the other side.

The feather bed syndrome appears in the draft report of the 
I.A.C. on the car industry. The industry is in a mess because we 
have too many car and component manufacturers, so the 
throughput of our factories is too small for economic produc
tion. Why on earth did so many manufacturers set up here? 
They must have known that our market was too small to 
support five manufacturers and three assemblers; you didn’t 
need an economics degree to find that out, the dogs have been 
barking it for years. They came because both State and Federal 
governments went on their knees to beg them to come here.
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The States gave them favoured treatment all along the line, 
built them spur railway lines and gave them anything else they 
wanted and proudly proclaimed their willingness to help in 
every way. The Federal government was not backward either, 
having had no hesitation in promising unlimited protection 
against imports.

Encouraged by this open handed government treatment, car 
manufacturers from all over the world hurried here and settled 
down on their feather bed. It is now a very expensive feather 
bed costing about SI,000 million a year to maintain. It wasn’t 
very comfortable because there were too many on it for 
comfort, but at least it was safe because State and Federal 
Ministers would rush around tucking in anyone who looked as 
if he were about to be squeezed out.

So the main cause of the industry mess is too much govern
ment intervention, although when you read the requests that 
the industry made to the I.A.C. as to how they thought the 
industry should be helped in the future, they almost all asked 
for another handout of government guidance. ‘Please tell us 
what to do and we will do it’, they pleaded, ‘All we want is to be 
told where our duty lies, but the government must look after 
us’. Then they gave another rub to their private enterprise 
halos and sank back expecting the government to save them 
from taking the inevitable reconstruction steps they know they 
must take one day. And the State governments, particularly in 
South Australia and Victoria, earnestly urge the Federal 
government to give its milk down, even if most of it is wasted. 
After all, it doesn’t cost the States anything, and when things 
go bad, they can always say that the Feds, have been mean with 
their milk or they can blame it all on the I.A.C..

The Federal government is always telling the industry that it 
must face up to market forces but as soon as it is about to do so, 
the government intervenes to stop it, claiming that they are 
doing so to help employment. So the car industry remains in its 
mess, so car prices remain high and the demand for cars falls 
and with it employment.

Governments do not behave like this because they are 
ignorant or stupid. I know more about governments than most 
and from close quarters too. The reasons why governments 
make such a mess of most of their commercial decisions is not
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their fundamental foolishness. It is because they find it diffi
cult to resist the temptation to be popular. You should always 
look with a jaundiced eye on any government decision that is 
popular, it is likely to be wrong.

Lest you think I am allowing my prejudices to influence my 
logic, let me give a specific example of the way government 
intervention has mucked up the car industry. In the early 1960s 
when the protection needed by the car industry was compara
tively low, G.M.H. had an annual production run of 160,000 
EH Holdens so they could produce them quite cheaply. Then 
along came the good old government, dripping its milk of love 
and affection all over the place, and we now have an average 
production run of 23,000 units and we have to subsidise the 
industry at a rate of $1,000 million a year, with employment 
falling continually.

Mr Hurford’s solution is to have even more government 
intervention. Fred says that the government couldn’t run a 
booze-up in a brewery!

The Charabanc (a)
19 August 1981

As I get older, I keep having visions in the night but Mavis calls 
them nightmares. She attributes them to advancing senility and 
she now puts a bucket of water alongside her when she goes to 
bed to tip over me if my dreams get away from me.

My latest vision concerns a charabanc. That dates me 
because only people of my advanced years have even seen one. 
For the benefit of the younger set, it is a kind of elongated 
touring car, with each compartment separate from the others, 
with separate doors on each side. It is the kind of vehicle in 
which football clubs of my generation used to make end of 
season trips to the beach, with everyone exchanging jokes with 
each other and with people we passed, particularly pretty girls. 
They were much more fun than modern buses.

This particular charabanc was wider in the middle than at 
either end and it had six compartments which made it so long 
that it seemed in danger of breaking its back. It had the sign 
‘The Australian Car Industry’ boldly printed on each side.
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When I saw it first, Sir Phillip Lynch, the Minister for 
Industry and Commerce, who seemed to be in control of the 
outing, was fussing around allocating the seats for everyone. 
The front seat was given to the five car manufacturers. They 
each had a steering wheel of their own but no accelerator or 
brake. They were very cramped as there was really only room 
for two of them, so they had to keep their elbows well tucked in 
like the official guests at a country show luncheon. They 
frequently stood ostentatiously to attention to salute the free 
enterprise flag that flew proudly over them. Across the instru
ment panel in front of them was a notice in very small print 
which said, ‘The government got us into this mess, the govern
ment will have to get us out of it.’ They all spoke with foreign 
accents, Japanese or American. We couldn’t hear what they 
said when they muttered between themselves but all their 
public statements were couched in very respectful language, 
particularly if talking about the government which they really 
loved, at least, just at the moment. Every now and again they 
would burst into a well rehearsed anthem which began ‘Round 
and about and underneath us are the government’s everlasting 
arms. The government will guide us to the promised land.’ It 
was moving stuff. It would have been even better if the govern
ment had not made such a mess of the other industry outings.

The next compartment was a big one and contained the car 
assemblers, the component manufacturers and the importers of 
cars and car components. There was a lot of argument in this 
group even before we got started.

Sitting behind these were the union officials. These did not 
say much, they just sat there with their coshes handy, ready to 
clobber anyone who showed signs of enjoying themselves by 
making a profit or something. They knew that they had only to 
huff at State or Federal governments and these would give 
their milk down. They had a particular hate for the car users.

The car users sat just behind them and a poor motley looking 
mob they were. It was clear that they had been bled white for 
years. A big chap with a top hat and a gold watchchain with a 
Royal Automobile Club badge on it tried to get into their 
compartment to represent them but they said they would 
prefer someone with more fire in his belly. Then a leaner bloke
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came past, saying that he represented the Car Owners Associa
tion. They welcomed him aboard.

The next bench was occupied by State ministers. These had 
with them bound volumes of some of their better speeches and 
were ready, without encouragement, to give us a rendition. 
The Victorian and South Australian ministers talked louder 
than the others but they didn’t mention free enterprise much, 
though they both claim to be Liberals. They explained to me 
afterwards that they kept their belief in free enterprise fresh 
and shiny, ready for elections.

The back compartment was reserved for Sir Phillip Lynch. 
He had a bigger steering wheel that over-rode the ones of the 
five manufacturers in the front. He also had a handbrake to 
himself and an accelerator, but this didn’t seem to work.

After he had everyone seated in their proper places and had 
tried to make them shut up, Sir Phillip made a perfectly 
splendid speech about his dedication to the cause of free enter
prise followed almost by a page about the wickedness of 
protectionism. I found out later that he had lifted this from one 
of Mr Fraser’s overseas speeches. He told us that from now on 
everyone was on his own and he wasn’t going to interfere any 
more. Then he ostentatiously took his hands away from the 
steering wheel, took the handbrake off, and away we went. 
What happened then must wait till next week.

The Charabanc (b)
26 August 1981

Last week I told you that, after Sir Phillip Lynch had warned 
the occupants of the Australian Car Industry charabanc that he 
was not going to do any more back seat driving because the 
previous government interventions had proved so disastrous, 
he took his hands away from his over-riding steering wheel in 
the back seat and released his handbrake and away we went. I 
was impressed with the smoothness of our take off until I 
realised that we were just coasting down hill. When I expressed 
surprise about this, I was told that the car industry had been 
going down hill ever since about 1964 when the government
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started interfering. Evidently our charabanc was only built to 
go down hill.

We had only gone a few miles down the track when there was 
a great commotion in the front seat where the five car manufac
turers sat. After a lot of threshing around the Chrysler driver 
jumped out, to the great satisfaction of the other four who were 
pleased to have more elbow room so they could swing their 
steering wheels. Then Mr Mitsubishi quickly climbed in to 
take Chrysler’s place so they were as crowded as ever.

There was a great deal of indecision about where they 
wanted to go. The G.M.H. man always tried to head for a place 
called ‘World Car’ and every time we passed a signpost to 
there, he would try to wrench his wheel around. This met the 
loud approval of some of the bigger people in the next com
partment, those component manufacturers who felt strong 
enough to stand on their own feet rather than on someone else’s 
feet. The other component people agreed with another front 
seat driver called Ford who wanted to steer to some place 
called ‘Wallop the Commercials’. Japanese drivers didn’t say 
anything, they just bent low over their steering wheels and 
concentrated on cutting corners. The others remaining in the 
second compartment seemed to hate all the others equally. 
There was a lot of shouting about 85% plans, some wanting 
more and some less. The only thing about which everyone 
could agree was that all past government decisions had proved 
wrong and what they now wanted was some right government 
decisions, only there was no agreement at all about what these 
decisions should be.

The union officials in the third seat announced as soon as we 
had started that, wage indexation being finished, they were 
going to apply for an increase in their award. The manufac
turers immediately said that such a wage increase would make 
them even more uncompetitive than ever so they would have to 
be protected by even higher trade barriers which would make 
their cars even dearer. ‘So what?’ was the unions reply, ‘Make 
those sods (pointing to the car users) pay more’.

The car users burst into tears at this. ‘We are already subsi
dising you at the rate of $1,000 million a year or about $15,000 
for everyone employed in making cars and components’, they 
protested angrily. Then one of the sharper ones who had read

205



the I.A.C. draft report, said that the government practice of 
continually making cars dearer was limiting the demand for 
cars so that every year there were less people employed in 
making cars in spite of the lavish protection the industry 
receives. Another chap pointed out that there were twice as 
many people servicing cars as there were in making them and if 
people really wanted to help employment in the industry, it 
would do better to lower the price of cars by reducing the tariff 
on cars. This display of economic logic quietened the unionists, 
but only for a minute or two. Then they grabbed their coshes 
and hammered hell out of the car users which is a kind of knee 
jerk reaction with them.

The State ministers quarrelled fiercely among themselves as 
we went along. Those from Queensland, W.A., Tas. and the 
N.T., whose citizens have to pay extra for their cars but whose 
states did not have big car plants to gain some benefit, were 
hopping mad. The N.S.W. man was more nifty and agreed with 
almost everyone. The ministers from Victoria and S. A. said that 
it was the duty of every loyal Australian to keep buying cars 
even if it ruined them. ‘Where’s your patriotism?’ they angrily 
asked the car users. ‘But it won’t help employment in the car 
industry’, the car users wailed, ‘You have tried all those solu
tions before and they have all failed. Surely you can see how 
disastrous all your past interventions have been. And haven’t 
we got any rights? What about your fine Liberal philosophy 
about freedom of choice? You remind us of Henry Ford who 
told his car customers that they could have the choice of any car 
colour they wanted as long as it was black! We can evidently 
have the choice of any kind of car we want as long as we are 
prepared to pay an extra $2,000 for it.’

All this time Sir Phillip was lying back in his back seat, 
chewing his cigar. He looked very wise and strong but perhaps 
he was just trying to make up his mind.

The Charabanc (c)
3 September 1981

Last week we left the Australian Car Industry charabanc coast
ing along, with all its occupants arguing furiously with one
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another. We didn’t seem to be getting anywhere either, I think 
we were mostly travelling in circles.

There was a nasty incident when the G.M.H. driver in the 
front seat became angry because he seemed to think that he 
might not be allowed to reach his ‘world car’ destination. He 
called back angrily to Sir Phillip Lynch, saying that if he did 
not get what he wanted, he would get out and go home. I 
presume that this was meant more as a threat than a promise 
but it was received with glad acclaim by almost everyone, 
particularly by the four other drivers in the front seat. The 
G.M.H. man, a bulky bloke, took up so much room, the others 
hoped he would indeed go home and so leave them more room 
for their elbows.

We met a lot of people as we went along. Some were glad to 
see us, others threw stones. Then Fred the farmer flagged us 
down. He was having trouble with his bike. When he found out 
who we were he turned quite nasty. He said he had three 
weighty reasons for hating the car industry. First, he had more 
need of a car than city slickers because he lived twenty miles 
from the nearest town and so had to travel further and over 
rough roads too, so his car wore out quicker than a city person’s 
car. Secondly, because he had been listening to Eccles, he knew 
that the burden for protecting all industries, cars, sheets, the 
whole lot, was carried by exporters in the end. And as he is an 
exporter, he resents having to carry his share of the $6000 
million annual cost of the Australian tariff. But what made him 
even madder was the knowledge that any barrier to imports, 
such as a tariff against cars, pushed our exchange rate even 
higher, so making the position of exporting farmers more diffi
cult. I can see now why Fred hates the car industry as he does.

I would have thought that this recital of Fred’s woes would 
have filled everyone with remorse but only the car users 
seemed to care. The Victorian and S.A. ministers turned nasty 
and said that Fred had no right to an opinion of his own and 
there weren’t many of him anyway, and would he please get out 
of the way before he was run over.

One of the older car users, the one with the water bag, 
muttered that, if that was the treatment being dished out to 
farmers by young Liberal ministers, then he was going to his 
Country Party M.P. back home. But a younger car user from
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Canberra explained to the nice old chap that the Country Party 
no longer cared much about farmers and that was why they 
wanted to change their name to the National Party.

Anyway, we left poor Fred patching his bike and on we went. 
The next man to stop us was Chris Hurford, the Labor Party 
spokesman on these matters. He mopped his patrician brow, 
then volunteered to get in the back seat and help Sir Phillip 
drive. He also asked us to employ a friend of his, Con Sensus I 
think was his name. Evidently he is some kind of consultant.

There was some discussion about whether we should let Mr 
Hurford get in but they finally decided against it. Too many 
had been in the industry when the Labor Party were driving it 
and they didn’t want to go through that mangle again. A car 
owner, who was beginning to take a jaundiced view of the out
ing said sourly, ‘Surely everyone now knows that the govern
ment couldn’t even run a beer-up in a brewery.’ This attitude 
saddened the Victorian and S.A. ministers who had once been 
Liberals. This didn’t seem to worry Sir Phillip much. I think he 
may have been asleep at the time.

So we left Mr Hurford behind and continued on our way. We 
came to some desert country and out of the bushes came a 
gaunt figure clothed in sackcloth and ashes. He stood in front 
of us intoning, ‘Make straight the way of the Lord! Follow the 
steep and narrow path to economic righteousness’ as he pointed 
to a steep and fairly rough path up the hill. (He was evidently 
one of the I.A.C. commissioners). As the charabanc was only 
built to go down hill, this advice was not very welcome, though 
the car users said that it was the only sensible statement they 
had heard all day. They were all for giving the gentleman a lift 
in the hope he could talk sense to the others.

After a lot of muttering, the others agreed to this. When they 
got the poor man aboard, they began to torture him by sticking 
pins in him and hitting him with their coshes. The car users 
were furious but no one worried what they thought. The others 
kept torturing the poor commissioner because he had the nerve 
to tell them what they did not want to hear. I thought Sir Phillip 
would be cross about this but he didn’t seem to care, he just sat 
there scratching himself. People say he is very wise and brave 
so I guess he is about to do something soon.

Just as I thought this, Mavis threw her bucket of water over 
me. She should have done it before.
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After the G overnment D ecision  (a)
21 January 1982

I should have written before about the government’s decision 
on car industry protection but I just could not understand it 
when it was announced just before Christmas. And Eccles goes 
broody at this time of the year and Fred was busy with harvest 
so I had to wait till I could get the three of us together.

We are very disappointed that the government did not accept 
more of the I.A.C.’s recommendations. Instead it has kept in 
place most of the bricks in the high tariff wall that protects the 
car industry and which makes cars so dreadfully expensive. 
The government has done this knowing that much of the 
hysterical campaign waged by some sections of the industry 
was based on phoney figures such as the claim that 200,000 
people would be flung out of work if the I.A.C.’s report was 
followed when there are only about 75,000 people altogether 
making cars and car components. Another group warned us 
against listening to economic logic, suggesting that instead we 
listen to their special pleading so that they could continue to 
keep their trotters in the tariff trough.

The way the government again ran to water in the face of a 
well orchestrated if clearly false campaign has saddened Fred 
and Eccles. They remembered how, when just before the last 
Federal election, the government ran to water when the 
clothing and footwear industries huffed at it. That decision to 
continue protection at any price was so clearly wrong and so 
directly opposed to the resounding speeches that our govern
ment leaders had been making around the world that it 
attracted the scornful comments of almost everyone. It seems 
that Fred and Eccles hoped that the government would have 
learnt from that sordid experience and that they would not 
again sacrifice their eloquently propounded economic princi
ples on the altar of short term political popularity. They read 
out to me some of the splendid speeches made by Fraser, 
Lynch and Street, warning the world, and even Australia, 
against the damage done by trade barriers. Fred in particular 
seemed to think they meant what they said.

Even while the car decision was being made, Mr Anthony 
was in Europe castigating the E.E.C. for their trade barriers
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against our exports. That these damage us I know all too well. 
They also cost the 270 million people in the E.E.C. an awful lot 
of money, about $13,000,000,000 a year two years ago in direct 
subsidies, or $48 a person. Their actions also damage the hopes 
for better international understanding. So I can understand Mr 
Anthony lecturing them.

However, it costs our 15 million people about 
$5,000,000,000 a year in indirect subsidies, or about $333 per 
head, to prop up our secondary industry. So you can imagine 
what a great impact Mr Anthony’s lecture to the E.E.C. must 
have made. Both groups damage ourselves and each other, but 
we are even sillier than they are.

At the same time Mr Nixon was giving the Japanese merry 
blazes because they had the awful nerve to impose import 
quotas against our beef while he was quite happily re-imposing 
the quotas to keep out Japanese cars as we have been doing for 
years. And last year the Japanese bought $5,224 million from us 
while we only bought $3,628 million from them. You can 
imagine how seriously Mr Nixon was taken in Japan.

All the logic and all the eloquence was on the side of accept
ing the I.A.C.’s report and poor Fred and Eccles believed what 
the Liberal ministers told them and they hoped that the 
Country Party Ministers would not continue to let farmers 
down because there is clearly welling up a grass roots resent
ment amongst farmers against the way Country Party leaders 
sell them down the tariff drain. Yet still the government ran for 
water.

Because of my political experience, I explained that there 
was in these days little relationship between what the govern
ment says and what it does. I have no doubt that the govern
ment knew that its car decision was wrong but I suppose it felt 
that it again had to give in to powerful if unscrupulous pressure 
groups even if the nonsense they pedalled was patently false.

That the government is a gutless wonder about tariffs is all 
too clear. It will only be galvanised into action by a resolute 
back bench and by educated and responisible groups in the 
electorate. The forces of economic rectitude have lost yet 
another battle but each time we edge closer to winning the 
tariff war. This time there were about 40 back benchers 
arguing for a sensible solution while ten years ago there would
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have only been one or two. The tariff wind is veering round but 
it would go round a lot faster if farmers would twist the ears of 
their M.P.s. That is the language they understand.

After the G overnment D ecision  (b)
28 January 1982

Last week Fred and Eccles moaned about the difference 
between the government’s precepts and its practice where 
tariffs are concerned. I am not as worried about this as I am 
about the government’s pathetic belief that it knows best how 
to get the car industry out of the mess into which past govern
ments have got it.

Our car industry is a towering monument to the failure of 
government intervention. We have five manufacturers of cars 
for a market of about half a million cars while the U.S.A. have 
four for a market of twelve million. That is why our cars are so 
dear and why employment in the industry falls. The industry 
has known for years that we have too many car and car com
ponent plants which prevents them getting the large through
put required for economic production. Yet as soon as one of the 
redundant plants is about to close, so making room for the 
others so that they can operate economically, governments 
rush in to prevent the industry taking the nasty medicine it just 
has to take to be healthy. Because of this sorry past perfor
mance, you would think that the government would run a mile 
to make sure it never got mixed up in the car mess again, yet 
there seems to be some kind of queer compulsion for ministers 
to get their clumsy great paws into the car pudding again to 
mess it up.

One benefit at least has emerged from the recent car row. 
The man in the street knows that, to get a healthy industry to 
make cheaper cars, we must have less car and component 
plants. Even the politicians know it now. Bill Hayden thinks we 
should have two manufacturers and the Democrats agree. Even 
the Liberal ministers in State and Federal governments know it 
but they are far too nervous to say so publicly. Certainly the 
farmers are desperately trying to get the message through to 
the Country Party ministers and this is no easy task.
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Everyone agrees that some of our plants must close and the 
argument is really about how to achieve this. The I.A.C. recom
mended that the industry, after 1984, gradually move to a 
position when it finally had a tariff of 50% (which is an awfully 
high rate of protection) and that import quotas and component 
plans be gradually phased out. From then on the market, even 
the market distorted by a 50% duty, would have eventually 
decided which plant prospered and which plant closed. This is 
what happens in other industries, the market sends the weak 
ones to the wall and rewards the good ones. But with cars the 
government wants to do it. They must be round the bend!

The Labor Party also know that some plants must close but 
they, like the government, think that they can do better 
because of their close links with the unions. This will never 
work. You can imagine what the unions would do to poor Chris 
Hurford if he suggested closing down a plant. Remember 
Pagewood!

The present government has come up with its splendid new 
plan which few can understand but certainly creates employ
ment in the bureaucracy administering it. It still leaves too 
many decisions to the government. It may be that the export 
facilitation plan will throttle Mitsubishi or some other manu
facture because it is tailor-made for G.M.H. If that happened, 
there would be the usual panic, particularly if an election 
loomed in S.A. as one now looms in Victoria. Then Sir Phillip 
Lynch would be hastily posted overseas and a new scheme 
hurriedly evolved to save a South Australian plant from 
closing. Yet two or three will just have to close. The govern
ment will never screw its courage up enough to do it. The 
market would have done it years ago if the government had not 
interfered.

Fred and Eccles last week were most concerned because they 
found it hard to believe what ministers told them about tariffs 
because they said one thing and always did something else. This 
worries me too, but I am even more concerned about the 
government’s reliance on its ability to clear up the car mess. 
When I said this to Eccles he sneered in his nasty way and said 
that we both had the same basic concern really, we both found 
it hard to believe what ministers told us. He went on to explain 
that the three ministers most concerned with the car decision,
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Lynch for the Commonwealth, Thompson from Victoria and 
Brown from S.A., were all Liberals, all proudly proclaiming 
their dedication to free enterprise, all contemptuous of the 
mess that governments make of business matters. Leading the 
lot is the Prime Minister who is, or was, a Liberal also. At this 
time of the year he usually gives tongue about Liberal 
philosophy and his distrust of big government and so on.

I can see now what Eccles meant when he said it is hard to 
believe anyone these days.

After the G overnment D ecision  (c)
4 February 1982

During recent cabinet discussions about protection for the car 
industry, there were some very disturbing rumours circulating 
that the Minister for Defence, Mr Jim Killen, had chimed in 
almost on cue as if he was playing a violin concerto in an 
orchestra conducted by the Prime Minister, when the latter 
wanted support for the car plan he favoured, the one which 
suited G.M.H. and Nissan at the expense of Mitsubishi and 
other car manufacturers. I find it hard to believe this rumour 
because the Jim Killen I used to know was no one’s lap dog. It is 
true that he would rather orate about economic matters than 
think about them but that is different from obeying his master’s 
voice. He is reported as saying that the Chiefs of Staff Com
mittee had advised him that they preferred the G.M.H. option 
for defence reasons.

As I said, I find it hard to accept that Killen would behave in 
this way. However, let us assume that some other Minister for 
Defence could have been persuaded to do so. What would be 
the implications of this way of governing the country?

First, the cabinet discussions were not about whether or not 
we should have a car industry after 1990; they were about 
whether one particular method of protection which happened 
to suit G.M.H. and Nissan was preferable to another which was 
preferred by Mitsubishi and perhaps other car manufacturers. 
I find it impossible to imagine that the Chiefs of Staff would be 
in any position to express an opinion on such a matter. Indeed, 
if they were, I think they would be far better employed 
attending to defence matters. It is not as though they lacked 
problems of their own.
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Secondly, if indeed it was a defence requirement to have a 
car plan tailored to suit G.M.H. rather than another plan that 
other manufacturers preferred, then surely the proper pro
cedure would be for the Defence Department to tell this to the 
Industries Assistance Commission when that body was hearing 
sworn public evidence at the draft report hearings when the 
various plans were being considered. Surely there could not 
have been any necessity for secrecy to prevent such a mundane 
if important matter being discussed in public. However, if 
secrecy was required, the defence evidence could have been 
given in confidence as is frequently done for private companies 
who do not want to see all their washing hung out in public.

As I said before, I find it impossible to accept that Jim Killen 
would behave in this way but I make these comments just in 
case some other ministers are faced with a similar situation. I 
know that Prime Ministers are not always choosey about the 
methods they use to get their own way.

The saddest aspect of the car decision has been that it has 
made the car users in general, and exporters in particular, 
continue to subsidise the car industry at the rate of about 
SI ,000 million a year. It costs us a further S800 million a year to 
subsidise the textile, clothing and footwear industries. Having 
loaded this kind of burden on the backs of farmers and other 
exporters, how can the government possibly deny us some kind 
of tariff compensation when we too ask for help? I have 
recently discussed the evidence that Fred, Eccles and I should 
give to the Balderstone Committee in their enquiry into the 
policies the government should adopt for the rural industries 
and we sternly turned away from asking for handouts similar to 
those given to the car industry. We did this because we know 
that most of the handouts given to farmers damage them and 
the community in the end. But if the government continues to 
give its milk down to any vociferous and powerful pressure 
group which threatens to kick it in the udder, how can you deny 
farmers the right to get their trotters into the same trough?

This way of governing the country clearly does not concern 
the international car companies who I guess are indifferent to 
the mess we make of governing ourselves as long as they get 
their handouts. It does not concern the Labor party because 
they have a philosophical belief in government intervention.
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But how self confessed Liberals can go along with this pathetic 
belief in this government dominated way of doing things I just 
cannot understand. If we continue on this road, we will end up 
as a community that lives by subsidising one another, by taking 
in one another’s washing, with the government on point duty, 
directing it to one laundry or another and charging a fine fat fee 
for doing it and almost certainly making a mess of it. No one 
seems to care, particularly the Liberals unless perhaps they 
feel an election coming on!

Mr H artley (a)
11 January 1980

It is interesting to see that the textile, garment and footwear 
industries seem to have appointed a new spokesman, now that 
another Industries Assistance Commission (I.A.C.) hearing is 
in the air. While the industries were out to scare ignorant and 
nervous politicians, they needed someone like their previous 
spokesman, Mr Aitchison, who could throw his weight around 
and kick in the ruck. Certainly Mr Aitchison has demonstrated 
his ability to do this. His best work is done at elections so 
probably they are saving him to come on at the end of 1980. I 
suppose he attracts a certain amount of derision to his cause 
when his enthusiasm runs ahead of his logic.

The new spokesman, Mr Rod Hartley, is a different kettle 
of fish altogether. He was carefully reared in England, he is 
well educated and he represents a large English textile firm in 
Australia. I have had the good fortune to appear on the same 
platform as Mr Hartley so I have an advatage over you ordinary 
people. As you would expect, I was rather like a piecart follow
ing the Lord Mayor’s coach, I being only a modest farmer. But 
I was there, even if I didn’t loom very large.

I often try to imagine what went on when the three industries 
met together to help Mr Hartley with his homework so that he 
could give a good performance before the I.A.C. I know that 
the meeting would have started with their making obeisance at 
the free enterprise altar, I am certain of this because I have 
heard Mr Hartley say how dedicated he is to this ideal. Indeed,
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I would almost class him as a Liberal in the nicest sense of the 
word and I am certain, that, when he returns to England, he 
will become one again. But out here, he doesn’t let his princi
ples interfere with his determination to get as big a handout as 
possible from the Government. And when you realise that his 
industries have been able to squeeze, through Government 
intervention, about $700 million a year out of us consumers, 
you can imagine that the meeting did not spend too much time 
worshipping at the free enterprise shrine. They quickly got 
down to the more menial task of deciding how to get the 
Government cow into the bail so they could have a clear go at 
her.

‘The first thing you must remember, Rodney, my lad,’ I can 
imagine the chairman saying, ‘is never let them confuse you 
with logic. If that wretched Eccles comes crawling out of the 
woodwork talking economic sense, just brush him aside by 
saying that it is only economic theory anyway. We are in 
enough trouble already but if those wretched economists get 
their claws into us we have had it. So my advice to you is not to 
let a word of economic understanding pass your lips.’

Then Mr Aitchison would give the meeting the benefit of his 
large experience. ‘If they start talking economics to you’, was 
his sage advice ‘You must hide behind the picture of the 
unemployment that will follow if we do not get everything we 
want. Of course, we all know that our main interest is to 
increase our profits but you must never admit this. As far as 
I.A.C. hearings are concerned, we are only interested in em
ployment, not profits.’

Then a rather rash young man with an economics degree in 
the back of the hall pointed out that, in spite of the ruinously 
expensive assistance that these industries have received, 
employment in them has fallen by 30% in the last five years. 
‘That may well be so’, I can imagine the chairman saying, ‘But 
if they start that kind of thing, hit them with the adverse effect 
in employment in country towns which will follow if we don’t 
get what we want.’ Then, looking sternly at the rash young 
man, he added, ‘Now you be quiet! We know as well as you 
that, if we get a tariff subsidy of $1,000 million, and that is the 
kind of money we are after, then about $800 million of it will go 
to industries in the metropolitan areas and so will encourage
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them to stay where they are, in cities. But regional unemploy
ment is always a certain winner if assisted by a little judicious 
help with the handkerchief.’

The young man retired hurt, so did not mention what the 
head of Treasury, John Stone, had said, that if mining and 
other industries were to increase exports, then imports also 
would have to increase. And if import barriers were not 
lowered to encourage this, the exchange rate would move up to 
do the same thing. So in the long term painful and inevitable 
readjustments would be forced on the industry. The longer 
they were delayed, the more painful they would be.

Probably not many in the meeting would have been able to 
follow this argument, they not being strong on economics. But 
Mr Hartley would have understood it, he being an educated 
man. Surely he would not advocate damaging Australia in 
general in a vain attempt to help the clothing and footwear 
group in particular. Or would he?

Mr H artley (b)
18 January 1980

Last week we left the new spokesman for the textile, garment 
and footwear industries Mr Hartley, receiving instructions 
how to give a polished performance when milking the con
sumer cow. Certainly he needs all the help he can get as he 
labours under the handicap of being an educated man. The 
previous spokesmen for the industry did not have this problem 
so they could talk nonsense without knowing it, thus enabling 
them to thunder like Elijah in the wilderness. Now poor Mr 
Hartley knows that most of the stuff they used to dish up was 
economic nonsense so making it harder for him to give a con
vincing performance. Those of you who can milk know the 
importance of confidence when it comes to milking. So Mr 
Hartley has to try not to listen to the voice of reason. It would 
certainly put him off if he were to remember the messages of 
the Vernon, Jackson, Crawford and Harries reports, the John 
Uhrig talk, the John Stone lecture and the White Paper. All the 
wisdom in these authoritative statements he has to put from 
him and he has to tuck his head hard into the consumer cow’s 
flank and pretend he cannot hear. This distracts him.
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He has to be particularly careful not to hear the message of 
David Trebeck, of the National Farmers Federation, who 
challenged the textile group because they always claim that 
thousands of people will be thrown out of work if they do not 
get the 81,000 million hand out they are after. Mr Trebeck 
prepared this table. The first column is the increased employ
ment that would result by 1990 if we could maintain our 
present share of exports to Asia, 3.5%. The second column 
shows the increased employment that would follow if we could 
increase our exports to Asia from 3.5% to 5% which we would 
be much more likely to do if we bought more from them.

Maintain Increase to
3.5% 5%

Rural 78,000 111,400
Mining 10,600 15,100
Manufacturing 140,700 201,000
Services 149,100 213,000

Total 378,400 540,500
This table clearly destroys Mr Hartley’s employment argu

ment so he has to pretend he hasn’t heard it. So, with typical 
British bulldog courage he sticks to his task and, after infinite 
effort, he gets all the milk out of his side of the cow. But when 
he leant over to get at the other side, you can imagine his 
shocked surprise when he found some other sod hard at it, 
milking the consumer cow also. ‘What’s going on here?’ you 
can imagine him saying in his well bred manner. ‘It is surely 
recognised as the manufacturer’s right to milk the consumer 
cow. Who and what are you?’

There was a real set to as the other chap said that he repre
sented the importers, or rather those importers who had been 
lucky or shrewd enough to get a quota to import these goods, 
and they felt that they had as good a right as the manufacturers 
to milk the consumers. Mr Hartley replied that he hardly 
thought this was cricket.

This statement did not exactly pour oil on troubled waters so 
both contestants, accompanied by their supporters, went 
round to the back of the cow to argue the matter out. They
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were doing this at the top of their voices when along came a 
group of importers who were not smart enough to be allotted 
quotas so knew that they were being milked by both the other 
importers and the manufacturers. So everyone got stuck into 
everyone else at the top of their voices.

Then Mr Hamer, the Premier of Victoria, came by and 
heard the noise of battle. When he found out what was wrong, 
he, too went round the back of the cow to make his contribu
tion. This he did by pointing out that the consumer cow had no 
right to be mean with her milk and she should give it down for 
Victoria’s sake, no matter what happened to the rest of the 
country.

This statesmanlike utterance was received with gratification 
by the manufacturers because it confirmed their previous 
opinion that it was their right to milk the consumer cow. Some 
of the others were irritated but the one who was most deeply 
hurt was the consumer cow, who knew that she had been 
milked for years and could see the process continuing. No one 
worries about her any more, poor old girl. When I saw her last 
she was chewing her cud and contemplating the range of the 
group arguing behind her, hoping that somehow she could get 
her own back.

Mr H artley (c)
25 January 1980

Last week we left the textile industry, and their hangers on, 
having a noisy meeting at the back of the consumer cow. The 
most strident voices were those of the importers who, by cun
ning or good luck, had been alloted import quotas. This was 
like giving them a licence to print a limited amount of money. 
They were bitterly assailed by the importers who did not have 
quotas. These were loud in their lamentations about their treat
ment and were also eloquent about their deep dedication to the 
ideal of free enterprise. I fear that this fine sentiment would 
soon be forgotten if some spare quotas were to be handed out 
so that they could get their trotters into the same trough as the 
quota holders.
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Then Mr Chris Hurford, the Labor Party spokesman on 
tariffs, came hurrying along, hoping that someone would ask 
him to say a few words. But no one could remember who he 
was, so he wandered away, wondering why he has been washed 
up on the political beach.

Then Mr Lionel Bowen, the deputy leader of the Labor 
Party, came by. He saw that a meeting was in progress, so, 
without hesitation or invitation, he mounted the rostrum and 
began to talk. It would have been better, however, if we had 
been able to understand him. Lest you think I am judging him 
harshly, I quote from a letter he wrote recently to the Financial 
Review, when discussing the textile tariff.

‘The IAC acknowledges that in the key ORANI model of the 
IMPACT project, 900 variables are exogenous or predeter
mined, that elasticities of pricing and of substitution are pre
determined, that input coefficients and thus technology are 
based on data at least five years old, that there is no apprecia
tion of regional industrial structure or regional interaction, and 
that all industries are aggregated into 109 categories so that, 
for instance, there is no difference between the motor vehicle 
and automotive parts components industries.’

What a mouthful! And all in one turgid sentence too! It 
makes me blush lest I too once talked like that. But when I 
suggested to one of the bystanders that this kind of perfor
mance was not doing Mr Bowen’s reputation any good, and that 
it was generally wiser to keep your mouth shut and have people 
think you are a fool than to open it and remove all doubt, I was 
told that Mr Bowen feels that he has to behave like that. 
Evidently he has to have a power base so that he can hang on to 
his deputy leadership position even if Mr Hawke displaces Mr 
Hayden as Leader of the Labor Party.

The uneasiness in the Labor Party about the imminent entry 
of Mr Hawke on the political scene is starting to look almost 
comic. Do you remember, in ‘Peter Pan’, how the pirates were 
relentlessly stalked by the crocodile who had swallowed an 
alarm clock. They spent a lot of their time looking anxiously 
over their shoulders or with their ears to the ground, listening 
for the tick-tock of the approaching crocodile? Now I do not 
suggest that there is any similarity between Mr Hawke and a
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crocodile, though their teeth do seem to mesh together in the 
same way. Nevertheless the Labor Party seems to be regarding 
Mr Hawke as a crocodile.

Mr Bowen addressed the meeting for an hour or more, and 
then Mr Hartley, the new spokesman for the textile group, 
thanked him in his cultured manner, he being an educated man, 
so having a hazy idea what Mr. Bowen had been talking about. 
Mr Bowen trotted off, looking anxiously over his shoulder and 
frequently putting his ear to the ground listening for that 
dreaded tick-tock.

Then the Prime Minister came striding up, having heard 
there was a textile meeting in progress. He was immediately 
asked to say a few words. He admitted that he had half 
expected to speak so had hurriedly got something together. He 
then pulled from his pocket a roll of parchment such as Prime 
Ministers use, and off he sailed. He had got as far as reading 
‘defensive protectionist policies exacerbate the situation they 
were meant to deal with, in that they result in an inefficient use 
of labour and capital resources,’ when one of his henchmen, 
Mr Harry Edwards I think, nervously plucked at his sleeve and 
whispered, ‘I think you have the wrong speech, Sire, that’s the 
Lusaka one, which is for overseas consumption only. I think 
you have another one about how wrong it is to use labour 
saving machinery, the one we call your Luddite speech.’

So we listened to that and most people clapped furiously 
because that was the kind of stuff they hoped to hear. The only 
member of the group who was unimpressed was the poor 
consumer cow who was heard to mutter wistfully that there 
would be more likelihood of getting something out of her back 
end if only they gave her something at her front end!

Mr H artley (d)
2 February 1980

Last week we left the textile group having an angry meeting at 
the rear of the consumer cow. The manufacturers were moan
ing because they felt that their $700 million subsidy was not 
enough and they ought to get at least $1,000 million a year. The
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importers without import quotas were quarrelling furiously 
with the importers with quotas. In the centre of the noise and 
dust of battle was the new spokesman for the industry, Mr 
Rodney Hartley, who was desperately trying to quieten things 
down so that his well modulated voice could be heard. An 
educated man such as Mr Hartley would be rather out of place 
in such company.

Just as the meeting seemed to be getting out of hand, a 
rumour ran through the throng that Mr Stone, the head of 
Treasury, was heading that way. So everyone disappeared 
around the other side of the cow or hid in a roadside ditch. 
They knew that Mr Stone would make mincemeat of them with 
his impeccable economic logic expressed in simple but power
ful language.

After Mr Stone had gone by, the textilers looked hopefully 
down the road to see if anyone was coming who they could 
safely ask to speak. They were naturally delighted to see the 
Minister for Finance, Mr Eric Robinson, looming up. They 
knew that he was once a businessman of considerable status and 
that he is now a very powerful person, so of course he was 
asked to say a few well chosen words. This he was glad to do 
because he happened to have with him a paper prepared by his 
department which he had not read yet but would be glad to 
share with them.

Now, I have always imagined that the Department of 
Finance only did simple tasks like checking the till at the end of 
the day, week or year. I never knew that they thought about 
things, so I was startled to hear Mr Robinson read a paper that 
Eccles would have been proud to have written. Let me quote a 
few sentences.

‘The most urgent task is to reduce the excessively high levels 
of protection, including by-law plans, quotas, etc, which some 
industries enjoy. We include protection extended by way of 
temporary measures. . . But we attach special importance to 
early action to move all the higher levels of protection towards 
an overall industry ‘average’, with a significant cut at the 
earliest possible stage.’

When Mr Robinson said this, there was quite a stir in the 
audience and he looked rather anxiously over his shoulder. I 
thought that he, like Mr Bowen, was listening for the tick-tock
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of the Hawke crocodile. But Eccles explained that he probably 
feared the approach of Mr Fraser’s footsteps.

When Mr Robinson had gone away, pandemonium broke 
out. This became worse when the Minister for Foreign Affairs, 
Mr Peacock, came along. He was immediately asked to speak 
and fortunately he had his Menzies oration handy so he gave 
them a burst from that. There was one particular paragraph 
that seemed to trouble them.

‘Those who demand freedom in the name of enterprise and 
risk-taking should exhibit these qualities and not simultan
eously depend on paternalistic and guaranteed rewards. 
Capitalism can be betrayed from within as well as destroyed 
from without; those who demand its benefits while denying its 
responsibilities do it no service.’

When he heard this, Mr Hartley could not stand it any 
longer. He is an educated man and has been carefully reared in 
Britain. He has always eloquently defended the free enterprise 
system and having heard Mr Peacock’s condemnation of those 
who ran with the socialist hares while hunting with the 
capitalist hounds with acute remorse, he being an honourable 
man, with a sob in his voice he announced his resignation from 
his position as spokesman for the industry, and told the meet
ing that he was shortly leaving for England where he hoped to 
be a good liberal again.

The textile group are now looking round for a new spokes
man. I understand that a high level of economic understanding 
will be regarded more as a handicap than a help. I hear that Mr 
Bowen is a likely starter and the position should suit him for 
many reasons. One would be that he would not always have to 
be listening for the dreaded tick-tock of approaching croco
diles.

After the Cabinet D ecision  (a)
29 August 1980

Do you remember the words of the naughty lady in the musical 
comedy ‘Oklahoma’ who sang
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‘It ain’t so much a question of not knowing what to do:
I’ve known what’s right and wrong since I’ve been ten.
I know I musn’t fall into the pit 
But when I’m with a fella, I forgit!’

Most people have known what was the right and wrong thing 
to do about the high tariffs protecting the textile, clothing and 
footwear (T.C.F.) industries. If we don’t, it is not because we 
have not been told often enough and by the good and great too. 
With ringing eloquence they have told us that we must lower 
trade barriers, particularly those that shelter the T.C.F. group. 
Let us listen to our masters’ voices.

First, let us hear from our Prime Minister who leads the 
Liberal Party which often proudly proclaims its belief in free 
enterprise and how people and industries should not always be 
leaning on the government. When Mr Fraser was in Lusaka, 
winning his international accolade, he demonstrated that he 
knew how we ought to handle this problem of trade barriers. I 
quote from his speech.

‘Defensive protectionist policies exacerbate the situation 
they are meant to deal with. . .  . We need policies which will 
free resources of capital and labour and allow them to reflect 
the operation of market forces including, most importantly, the 
competitive forces of international trade.’ Having read that 
firm and statesmanlike utterance, we expected that he would 
be in favour of a reduction in the protection for the T.C.F. 
industries. But he was in the vanguard when the decision was 
made to keep the T.C.F. tariffs high.

Next, let us listen to Mr Anthony, the Leader of the Country 
Party which poses as friend of the farmers. Mr Anthony knows 
that farmers who are exporters have to carry their share (about 
40%) of protecting the T.C.F. group and this is estimated to 
cost all the exporters about $750 million a year. That Mr 
Anthony knew the difference between right and wrong he 
clearly demonstrated in 1979 when he said, ‘If we are going to 
export more products which we can produce competitively, 
then we must also import more of the products we produce less 
competitively.’ So those of us who foolishly believed what 
politicians told us thought that Mr Anthony would be in favour 
of reducing the burden of protecting the T.C.F. group. But he 
went to water with the rest.
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Then we looked hopefully towards Mr Nixon who, as Minis
ter for Primary Industry, could be expected to have a particu
lar responsibility for the well being of farmers. He is also said 
to have a bit of guts. He too demonstrated that he knew right 
from wrong as this quotation from a speech of his shows. He 
said, ‘We cannot afford to saddle our most efficient industries 
with the continuing burden of high cost uneconomic industries. 
The sooner we realise that, the sooner will we arrest inflation 
and declining rates of growth and employment.’ When we 
heard that we thought we could depend on our Peter but he 
sold us down the drain with the others.

Some of us looked hopefully towards Mr Tony Street, the 
Minister for Industrial Relations, who used to have a mind of 
his own. One of us unearthed a very sensible speech of his 
made in 1977 when he said ‘Higher tariffs do not overcome the 
underlying problems of Australia’s poor competitive showing. 
In a very real sense they exacerbate the general problem 
because high tariffs tend to raise the price of the protected 
imports and of the local product afforded additional protection. 
Whatever the higher tariff may do for the individual industry 
concerned, it results in pushing up the general price level, and 
when wages are further adjusted for price rises, all industries 
find their costs rising.’ When we read this, those of us who 
knew what a brave little beggar he used to be, thought we could 
depend on him to the bitter end. But he shot through on us also.

I think that I will be able to find some more similar quota
tions from the good and great for next week’s essay. Mr 
Peacock has made some perfectly splendid statements and Mr 
Robinson too. But summing up so far I cannot help thinking 
that, as the value of money is destroyed by printing too much of 
it, so our belief in what our politicians tell us is destroyed by 
excessive incantation. We cannot be blamed for treating the 
statements of our statesmen with cynical contempt.

After the Cabinet D ecision  (b)
5 September 1980

Last week I quoted speeches of the good and great which 
showed that they knew that trade barriers protecting the
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textile, clothing and footwear (T.C.F.) industries should be 
lowered as the I.A.C. recommended. But in spite of their loud 
and eloquent urgings, the government continued the present 
devastatingly high protection for these industries which is 
costing us exporters and consumers about $750 million a year. I 
ended by saying that next week I would examine statements 
made by Messrs Peacock and Robinson, two very powerful 
members of Cabinet, who have made some perfectly splendid 
speeches on the subject, only here again their practice does not 
square with their preaching. Then I was going to quote Mr 
Stone of Treasury, the Harries Report, and so on and on 
through all the impeccable authorities.

So, with Eccles’ help, I prepared a catalogue of splendid 
material and I read it with some excitement, and it made me 
feel really virtuous. But both Fred and Mavis advised me to 
tear it up. Fred’s argument was sour and simple. ‘There is no 
sense in proving that you cannot rely on what politicians say, 
Bert,’ he said sadly, ‘That is news no longer. Everyone knows 
that the sods will say anything, particularly in election year. 
Why bore people by telling us what we already know only too 
well?’

Mavis took a shrewder line. ‘Its no good going on about these 
things, dear,’ she warned. ‘Politicians sometimes have to do 
things that they know are wrong. You would have been in 
Parliament now if you had learnt that simple lesson instead of 
listening to that wretched Eccles. Probably the government 
thought they had to do what they knew was wrong in order to 
prevent more unemployment.’

I know the government justified its action of leaving the 
trade barriers high by claiming that it was concerned about the
30,000 jobs that the I.A.C. estimated would be lost over a 
period of five years if its recommendations had been followed. 
But 20,000 of these jobs will disappear anyway because of the 
increased use of labour saving machinery which is an inevitable 
result of striving for increased productivity.

But perhaps the government does not want this to happen 
and would prefer the industries to stick to hand looms instead. 
This is what the P.M. had in mind when he said. ‘Because of 
rising labour costs, employers are tending to use machines
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rather than people in the production process. If tariff pro
tection for Australian industry were reduced, this trend would 
worsen. The government has worked to ensure that the push 
for lower tariffs would not continue.’

The P.M. is a Luddite at heart and clearly sees the solution 
to our unemployment problem in not replacing men with 
machines. Yet at the same time the government encourages the 
installation of new labour saving machines by giving factories 
accelerated depreciation on new machines. You can’t blame us 
for getting confused!

However, let us return to the employment argument. Unless 
the P.M. has his way and succeeds in sitting on the productivity 
horses’s head, the ordinary economic pressures for increased 
productivity that work on all other industries, including 
farming, will also operate on the T.C.F. group, so 20,000 of the
30,000 people will have disappeared anyway after five years. 
But that would still leave 10,000 jobs that the I.A.C. estimate 
would be lost in five years if its recommendations had been 
adopted. Should we not be concerned at the loss of 2,000 jobs a 
year?

Well, we have been losing farmers at a much faster rate than 
that and no one seems to be worried. The average yearly loss of 
the farmer workforce has averaged 5,460 for the last 25 years. 
It seems proper for farmers to obey the economic laws, and 
small grocery stores also, but it appears there has to be a special 
place in heaven for the T.C.F. group. What have they got 
besides a strident voice, that we haven’t got?

Employment in the T.C.F. industries has been falling for 
years, in spite of their receiving an annual subsidy of about 
$750 million. More people are making their own clothes 
because clothes are so expensive, others are making do with 
less clothes for the same reason. Others are going overseas to 
buy clothes where they are so much cheaper. The government 
seems to have forgotten that the traditional way of dampening 
the demand for a product is to increase its price. It has certainly 
succeeded in doing this, if nothing else. Yet it continually 
maintains that its first aim is to reduce inflation. Holding the 
price of clothes artificially high seems a queer way of doing 
this.
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D efence o f I.A.C.
12 September 1980

Some weeks ago I heard the Premier of Victoria, Mr Hamer 
make a resounding attack on the Industries Assistance Com
mission (I.A.C.), claiming that its report on the textile, cloth
ing and footwear (T.C.F.) industries was deplorable and was 
the work of ‘theoretical academics’ and so should immediately 
be thrown into the waste paper basket. I was a bit startled at the 
vehemence of Mr Hamer’s attack on people not in a position to 
defend themselves, but this seems to be becoming an increasing 
common way to behave these days. It now seems permissible to 
publicly bully people who cannot answer back if they have the 
courage to tell the good and great what they do not want to 
hear. Mr Fraser does it frequently; perhaps there is a bullying 
streak in Victorians which is absent in lesser mortals.

However startled I was by Mr Hamer’s attack on the I.A.C., 
I am still enough of a loyal Liberal political hack to quickly put 
any rebellious thoughts from me. ‘If Mr Hamer says this, it 
must be right,’ I said quickly, ‘He has been Premier of Victoria 
for a long time now and he is a very nice Liberal. Whom am I to 
argue with him?’

Then I sought Fred out and asked him to join me in poking 
fun at Eccles because he too is one of those wretched acade
mics. ‘You must have noticed that he is getting above himself 
lately, Fred; he has been laying down the law about almost 
everything. I have even heard him criticising farmers. Let’s go 
down to his ivory tower and give him a touch of the whip for 
being an academic,’ I suggested, and Fred graciously agreed.

When we reached Eccles’ lair, I went on the attack straight 
away accusing him of being an academic who was indifferent to 
the suffering caused by his arid economic arguments. ‘Why, 
you are almost as bad as the academics in the I.A.C. who have 
had the temerity to offend the Premier of Victoria by writing a 
report on the T.C.F. industries which he finds offensive,’ I said 
to him severely, ‘You should be ashamed of yourself.’

Then I metaphorically handed my poking stick over to Fred, 
fully expecting him to carry on where I had left off. But when 
he heard that he was supposed to support Mr Hamer in his
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attack on the I.A.C., it was me he used the stick on and not 
Eccles, and he set about me furiously.

He began by pointing out that the export industries were 
carrying a grievious burden by protecting the T.C.F. industries 
and the weight of the burden was at least $750 million a year. 
Yet in spite of this cost, and in spite of the unfair quota system 
which gave assistance to some people while denying it to 
others, employment in the industries fell rather than rose. ‘And 
yet you have the nerve to support Mr Hamer’s cowardly attack 
on the I.A.C.,’ he bellowed with his eyes blazing, ‘Just because 
they had the courage to spell out what everyone except 
cowardly politicians and pressure groups who want to continue 
getting their trotters into the trough, have known for years.’ 
Then he beat me again with the stick he was supposed to be 
using on Eccles.

He then went off in a long and strong defence of the I.A.C., 
demonstrating that he knew a lot more about the I.A.C.’s report 
than Eccles or I had ever been able to knock into his thick head. 
‘Who has been getting at you? Where did you learn all this?’ I 
asked querulously. Then Fred explained that his farmers’ 
organisation had been concentrating on the T.C.F. report and 
they had had a long lecture on the subject recently. ‘Given by 
another wretched academic, I suppose,’ I said sourly, ‘Who 
was it anyway?’

When Fred told me that the lecturer was Mr Don Eckersley, 
the President of the National Farmers Federation (N.F.F.), I 
went quite pale. Anyone less like an academic than Mr 
Eckersley I have yet to meet. His face is like an ironstone cliff, 
his smile is like an alligators grin and his hand grip is like a 
steam shovel. And he received the Farmer of the Year award. 
There may be some foolish people who try to find fault with 
Mr Eckersley but no one could brand him as an academic 
without making themselves look ridiculous.

The N.F.F. have a very clear picture of the damage farmers 
have suffered by the lavish protection handed out to the T.C.F. 
group and they tried to do something about it. ‘Now you go off 
and lick the shiny boots of your wretched Mr Hamer and tell 
him that there are a lot of us, farmers, miners, poor simple 
consumers and many others who resent his cowardly attack on 
the I.A.C.’ Fred said sourly. ‘And if he wants to go on with it,
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you can give him my address, and a lot of other people who feel 
as I do will come round a chew his ear.’ Then he gave me 
another welt with his stick.

And all this time Eccles hadn’t said a word!

The Big Australian
3 December 1980

One of the queer things about tariffs is that they seem to 
encourage people to say one thing and do the opposite; they 
seem to have difficulty getting precept and practice in line. 
There are endless examples of this. I think I have mentioned 
before the habit of our Prime Minister to thunder about the 
evils of trade barriers while overseas on the world stage, then 
coming home to put up our trade barriers even higher. We have 
come to regard this kind of behaviour from politicians with 
cynical contempt.

It is not only our politicians who have this unfortunate 
failing. The recognised spokesmen for secondary industry are 
at it all the time. They think nothing of condemning the 
wickedness of government intervention and then in the next 
sentence asking for another helping of government inter
vention in the form of tariff protection.

I knew that this kind of behaviour was par for the course for 
the smaller people on the secondary industry scene, but I knew 
that the really big people, the men with a world vision, 
particularly those representing B.H.P, the Big Australian, 
whose halo we see polished every Sunday night on the telly, 
would have a wider and wiser view of the world. So I was not 
surprised but gratified to read in the Bulletin of 29 January this 
year this quotation from Sir James McNeill, head of B.H.P.

‘We have to face up to it. Its not a question of whether we 
like Asian products coming in and perhaps having to vacate the 
field. Its just an inescapable fact and that’s the way its going to 
be. We won’t improve our relations by shutting out the limited 
range of products that they can manufacture and live by. We do 
have to face up to tariff reductions in industries which are 
sensitive to Asian productions.’-
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I presume that Sir James had imports of Korean steel in mind 
when he said that.

But even more telling was Sir James’ speech to the Con
federation of Australian Industry in 1978. Eccles brought it to 
me with a seraphic smile and when I read it I knew that my 
confidence in Big Australians was justified. After saying that 
only some sectors of our secondary industry were tariff depen
dent, Sir James goes on with stately logic to say:

‘Even if protection was abandoned completely, there is no 
way these industries (the tariff dependent ones) would be 
wiped out. For a start there are already parts of them which are 
fully able to hold their own in the world without protection. I 
am thinking of some of the more go ahead and fashion con
scious sections of the clothing industry, for instance, several of 
these industries currently have representatives able to take on 
all comers. Secondly, many producers in these industries 
would gain as much from lower protection on their suppliers as 
they would lose from reduced protection on their own product. 
Thirdly in the shake out which would nonetheless result if 
protection was removed, some of the existing firms would 
benefit as much as importers from the elimination of their local 
competitors. Fourthly, if the outcome was a sharp increase in 
imports, the effect on the exchange rate would be such as to 
benefit the remaining firms in these industries along with the 
rest of the manufacturing sector.’

Now what do you think of that? No wonder Eccles looked 
like a cat that had been at the cream when he brought me that 
speech on a silver salver. This really justified my faith that the 
really big Australians like Sir James McNeill would take a 
different view of things to the Powells and the Aitchisons, the 
camp followers of the mighty.

But later Eccles had the nerve to come to me pedalling the 
story that B.H.P., the really Big Australian, with this paragon 
Sir James McNeill at the helm, is lining up at the tariff trough 
asking for a 25% tariff on sheet steel and that kind of thing. 
This cannot be because B.H.P. already hold 87.2% of the Aust
ralian market and their exports of steel are rising while imports 
are falling.

So clearly the Big Australian is healthy and well able to look 
after itself as they are always telling us on the telly. They
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would know better than the little people how damaging a tariff 
increase would be for the user industries. They know too that 
they are always held up as the justification for the infant 
industry argument for tariff protection so I cannot see them 
asking to be treated as a Big Australian infant at this stage of 
their development. If they did, they would look a bit odd, 
sitting like a great big infant in our laps every Sunday night.
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3 Money Supply

Money Supply and Cigarettes
24 June 1981

In the early 1960s, when I had only been in Parliament a few 
years, Mr Charlie Adermann, then the Minister for Primary 
Industry, gave me some fatherly advice. ‘Don’t listen to econo
mists, Bert,’ he said sagely, ‘They are the cause of most of our 
problems.’ I was then taking my first faltering steps along the 
road of economic understanding. We were discussing the 
report of a committee of inquiry into the dairy industry. The 
economists of that time were making some cutting criticisms of 
the government’s actions. One of the most forthright critics 
was a Doctor Harry Edwards, the present Member for 
Bercwra, who, at that time, Jiad a mind of his own. The econo
mists were giving Charlie a rather rough time of it, pointing out 
that it was fundamentally foolish to encourage the production 
of increasing quantities of butter which we had increasing 
difficulty in selling. I can understand that Charlie hated econo
mists; he loved helping dairy farmers and it irritated him to 
have the economists telling him this was wrong. So he sternly 
warned me against listening to them.

That was before Eccles loomed on the scene, oozing eco
nomic advice and virtue. If I had taken Mr Adermann’s advice, 
and Mavis’s also, I would have spurned the wretch, but fool
ishly I didn’t and that is why I now have to wring a reluctant
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living from the land. I now warn all budding politicians to avoid 
economists because they persist in giving unpopular advice. 
That is why they are so sour looking, almost everyone hates 
them like I hate Eccles. If you find a really popular economist 
you should regard him with grave suspicion; he is almost 
certainly telling lies.

These thoughts went through my mind when I found that 
economists were warning the government that an increase in 
the supply of money caused by the large inflow of capital, and 
the increase in mineral exports, was making it harder to control 
inflation.

Now I have to admit that when economists start talking 
about the dangerous effects of an increase in the supply of 
money I go glassy-eyed and try to edge out of the conversation. 
I have been troubled all my life by having a supply of money 
that was too small so I always find it hard to see why it should 
be bad for a country to have a supply that was too big. ‘Its prob
ably those wretched economists that Mr Adermann warned me 
about, just trying to give unpopular advice,’ I said to myself, ‘I 
wouldn’t be surprised if Eccles isn’t behind the whole 
business.’

Then I blundered across a book edited by three very grave 
economists, Hancock, Hughes and Wallace, which contains a 
chapter written by an ex P.O.W. who describes how prices in 
the P.O.W. camp fluctuated with the money supply. It was a 
big camp with a good deal of commerce between the various 
groups and the money unit they used was cigarettes. There are 
many intriguing descriptions of how markets and black markets 
sprang up quite spontaniously bui the most interesting thing 
for me was to find that, if there was an increase in the supply of 
cigarettes, the price of all traded goods, the bully beef, the 
bread and everything else, went up also. And if the supply of 
cigarettes fell so the price of everything expressed in numbers 
of cigarettes fell too. So prices in the camp fluctuated with the 
supply of money, just as Eccles and his mob have been saying 
they would.

The people in charge of the camp were naturally infuriated 
that they could not prevent prices fluctuating in this unregu
lated way which made commerce more difficult. And the M.O. 
in particular was concerned that some prisoners were spending
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their cigarettes unwisely. So some very strict rules were made 
to hold the price of goods steady and particularly those goods 
that were good for people, things like diced carrots. But it 
wasn’t long before the black market took over and the law of 
supply and demand ruled again.

There was evidently much argument about the rights and 
wrongs of this kind of behaviour and some very strong critic
isms were made about those who were thought to be behaving 
badly. But the author sums it all up rather sadly at the end by 
saying, ‘Such arguments were hotly debated each night when 
the approach of allied aircraft extinguished all lights at 8 pm. 
But prices moved with the supply of cigarettes and refused to 
stay fixed in accordance with a theory of ethics.’

We may hate the economists who tell us that if we do not take 
urgent action to diminish our money supply, then prices will 
inevitably rise as they did in the P.O.W. camp when there was 
an increase in the supply of cigarettes. So if the government 
really wants to beat inflation, then it just has to take unpopular 
action to screw down the supply of money.
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4 Taxation

Canberra School (a)
11 March 1980

I used to go to the Political Science School at Canberra hoping 
that, like Saul, a great light would suddenly illuminate my 
political path. Nothing like that ever happened; all I got was a 
lot of learned advice which I could not understand. So I had to 
fall back on Eccles who pointed out the path to economic 
rectitude so plainly that even I could understand him. Look 
where it got me, washed up on the political beach!

Now that I am no longer a power in the land, Eccles does not 
care if I go to political science schools or not. Yet, strangely 
enough, Fred does: or he did this year because he had heard 
that this year’s school was to be about taxation. Now Fred is 
usually indifferent to abstruse subjects like taxation, he prefers 
to dwell on more mundane matters such as wheat varieties and 
the rates of applying superphosphate and that kind of thing. As 
he has had two good years in succession, so the sordid matter of 
taxation looms large in his cunning, if simple, mind.

‘You must go along to the school, Bert.’ he said, ‘People will 
not be suspicious if they see you there because they are used to 
seeing you trying to look cleverer than you are. You must sit 
there quietly in the back of the hall, and don’t say anything 
whatever you do, as the place is sure to be thickly planted with
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tax investigators. So you must just sit there looking stupid 
which won’t be too hard, but say nothing. Take a big note book 
and three sharp pencils and make a note of any hints that might 
be helpful.’

So I did as Fred said and sat unobtrusively in the back of the 
hall. Fred was right, if he had been there looking simple and 
earnest and sunburnt, with his roughened hands, those shrewd 
people would have become suspicious. I still have enough of 
the political pallor from my past to pass unnoticed in Canberra 
so I sat there ignored by everyone.

There was much discussion about the difference between 
avoiding and evading taxation. Most of this was on too high a 
level for me to understand. My working rule is what Fred does 
is evasion and what I do is avoidance. Another definition is, 
avoidance is what you do when you aren’t caught out and when 
you are, it becomes evasion.

There was much discussion as to whether there was, in 
Australia, the same taxation revolt which has become so 
notable in the rest of the democractic world, particularly in 
America, where there seems to be a growing resentment about 
the amount of tax required to run the Welfare State. I realised 
that I was really back in Canberra when I heard some of the 
nice people who wanted even more tax to be levied to run a 
bigger Welfare State, claim that there was little evidence that 
such a revolt was taking place in Australia.

This attitude reminds me of the story of the madam who, 
when her brothel was raided by the police while she was 
playing the piano downstairs in the hall, protested that she 
didn’t know what was going on upstairs and what was making 
all those thumping noises. Of course there is little evidence 
about what is going on upstairs, about the tax being dodged. 
There is indeed no place in the statistics for what happens in 
our shearing shed when the shearers suddenly knock off at 
5 pm (and 4 pm if it is stinking hot) when they realise that Mr 
Howard will get about half of what they would have earned if 
they had kept on shearing and he wouldn’t even have to bend 
his back to get it. And there would be no record in the ivory 
towers of the games of golf played by doctors who have seen 
too many of their colleagues suffer from heart attacks caused 
by working too hard to make money for the tax man. There is
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no record of the strategems that Fred gets up to and he would 
have my guts for garters if I were to drop the slightest hint of 
his procedures. So I am not surprised that the extent of the 
taxation revolt does not appear in the annual report of the 
Taxation Commissioner.

The second shock was to hear Professor Russell Matthews 
state that our present income tax system does not bring about 
that equality so dear to the hearts of the socialists. These 
people have always expected that our progressive income tax 
would not only supply the sinews to allow the Welfare State to 
flourish, but they knew that it was also designed to make 
everyone more equal. It must have been an awful shock for 
them to discover that it wasn’t doing this at all, in fact it was 
working in the opposite direction.

I will write more about taxation avoidance next week if Fred 
will let me. After all, he paid for me to go to Canberra, or that is 
the story he is telling the tax man!

Canberra School (b)
18 March 1980

Last week I said that I would write more about taxation 
avoidance and evasion if Fred would let me. He has agreed that 
I can do it but I have to be particularly careful not to dob him 
in.

It will save a lot of confusion, and time explaining things, if I 
use the newly coined word ‘avoision’. Then we will not have to 
try to differentiate between practices that were legal and there
fore regarded as ‘avoidance’ last year but have become illegal 
this year and so are now ‘evasion’. So we will call both groups 
‘avoision’ which can be taken to mean artificial schemes of 
either kind.

There was a beautiful paper given at the Canberra school by 
Mr S. E. K. Hulme, QC. Because he is a QC, Mr Hulme 
naturally breathes a purer air than Fred and I but all the same 
he spelt out some general principles that are common to all 
walks of life.
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Mr Hulme gives a definition of avoidance as being ‘conduct 
of a taxpayer which reduces his tax and which strikes a well 
paid, well superannuated member of the Taxation Department 
as being over the odds.’ He says that big firms are usually too 
big for smart footwork. He feels that private companies (and 
indeed the whole economy) have been damaged in the past by 
the taxation on undistributed profits because this has inhibited 
adventuresome development. But Mr Hulme feels that the self 
employed person is the man who is really getting the stick from 
the tax man, and if he doesn’t win the battle, he will stop 
working for himself and will become an employee instead. As 
Mr Hulme says, ‘Tax avoidance is the process by which self 
employed persons seek to achieve something of the taxation 
benefits available to the employed.’

Much of the resentment that leads self employed people 
along the avoision path is due to superannuation and similar 
benefits which employed people get and which self employed 
people don’t. Fred knows plenty of employees of governments 
and big private firms and he envies them the generous 
treatment they get on retirement. He has some nasty pointed 
comments about the retirement benefits available to retired 
M.P’s also. I know that I miss the tax free advantages that we 
M.P’s gave ourselves.

The taxation avoision battle is mainly a contest between the 
well paid, well superannuated and permanently employed tax 
men and Fred and his mob, big and little battlers, the people 
out on their own, putting up their own money and fighting for 
their own existence. They may not always fight as cleanly as 
they should but they are the mainspring of capitalism. If they 
give up the fight and slink back to being employees, we will all 
be worse off.

We should let Mr Hulme speak for himself on this matter. 
‘The foremost home of artificial avoidance is among the ranks 
of the self employed. If one’s impression is that certain pro
fessions have been particularly prominent, who among us can 
cast the first gall stone? (What a lovely fruity phrase).. . . Why 
have the self employed swarmed into artificial avoidance 
schemes? Why so much more in the late 1970’s than as recently 
as ten years ago? At that time most of the self employed would 
have thought that such conduct, as most companies and
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employed people still do, as beneath their own personal 
standards of behaviour.’

Why did we get like this? Mr Hulme, being a QC, wouldn’t 
see it from the low levels that Fred and I do. One of the reasons 
for our behaviour is our suspicion that, if we pay all the tax we 
should, a lot of it will be wasted anyway. Particularly do we 
resent the wastage in the welfare field. I know that it is difficult 
for the government to draw a firm line anywhere, so it is not 
surprising to see the mess we get in. But this makes us all the 
more determined not to part up with more of our money than is 
absolutely necessary.

This feeling of resentment is strengthened when we see the 
attacks made on the Social Security Department when they 
take some timid, tentative steps to clean up some of the rackets 
that the system breeds. When that happens, all the ‘bleeding 
hearts’ claw the poor officials who are desperately trying to put 
their hands in the dyke. So one of the reasons why Fred and I 
play the tax avoision game as tough as we do is that we are sick 
of seeing our hard earned money squandered. We would give 
the milk of human kindness down more willingly if so much of 
it did not end up on the cow shed floor!

Canberra School (c)
25 March 1980

I am still worrying about that taxation seminar held in Canberra 
earlier this year. You may remember that Mr S. E. K. Hulme 
said many of the tax ‘avoision’ measures taken by self employed 
persons were an attempt on their part to catch up with the 
employee section who received so many advantages, particu
larly with regard to superannuation, which were denied to self 
employed people.

I have not said much about a detailed and authoritative paper 
given by Prof Russell Matthews but anyone who is interested 
in taxation should study it carefully. He sees the ‘avoision’ 
problem differently from Mr Hulme as this quotation shows.

‘While the total extent of tax avoidance and evasion in Aust
ralia must remain speculative, it may be concluded that they
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are significant in absolute terms; they are increasing; and they 
are undermining both the stability and the equity of the tax 
system. Attempts have been made to close tax loop-holes, but 
these have served to complicate the system without achieving 
any lasting results. As soon as one device is blocked another 
emerges in its place. Apart from its effects on equity and the 
threat it poses for the continued acceptability of the tax system 
as a whole, tax avoidance is associated with a substantial waste 
of resources as accountants, lawyers and businessmen have 
combined to establish a whole new industry devoted to 
manipulating and exploiting weaknesses in the system. . . . The 
essential problem is not to make the rich pay higher rates of 
tax, or even more tax than the poor; it is to make the rich pay 
any income tax at all. There has recently been some discussion 
about the potential for a tax revolt in Australia. It must be 
recognised that a massive tax revolt has already taken place; 
but it is a revolt of business taxpayers against wage and salary 
earners, of the rich against the poor.’

Before we put these differing opinions side by side, there is 
no doubt that Prof Matthews is right when he talks about the 
amount of effort that taxpayers on one hand, and tax collectors 
on the other, now devote to planning, or defeating, tax 
‘avoision’. At least once a week I receive an advertisement for 
yet another publication which promises to save me a lot of tax. 
No doubt the tax men get all of these and I can imagine them 
burning the midnight oil working out ways of closing any new 
bolt holes. I suppose this is one way of creating employment 
and I know that all these activities will show up in the G.N.P. 
figures as increased production, but it seems rather futile. Past 
experience has shown that the self employed taxpaper is likely 
to win most of the contests in the end, mainly because he has a 
direct financial incentive to do so. Nothing clarifies the mind, 
they say, like the knowledge that you are going to be hung in 
the morning!

But to return to the disagreement between Messrs Matthews 
and Hulme; the former feels that the tax system bears harshly 
on employees while the latter says that the self employed 
behave as they do to get even with the rest. Both men agree that 
our tax system is not working well and there is little reason to 
expect that a progressive income tax system such as ours can be
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made to do so. It may be true that Australia is not a very highly 
taxed country compared to the OECD countries, but we have 
collected more of our government revenue in the form of 
income tax than do almost all of them. It is income tax that has 
made us behave as we do. As long as income tax continues to 
loom so large in our taxing system, we will continue to have a 
tax avoision contest that the self employed taxpayer will 
usually win, either by tricking the tax man or simply by not 
working so hard. You cannot very well prosecute a shearer for 
knocking off an hour early on hot days or a doctor for spending 
two afternoons a week playing golf when he really should be in 
his surgery doing his duty and making more money for the tax 
man. Fred, who considers himself to be a pillar of rectitude in 
these matters, has been heard to mutter that it is the tax man 
who encourages him to play bowls every Wednesday. Anyone 
who says that there isn’t a tax revolt doesn’t know what is going 
on upstairs.

At the conference, when the socialists heard of the unworthy 
behaviour of Fred and his mob, they were full of righteous 
indignation. ‘People should not behave like that,’ they said with 
petulant irritation, ‘From each according to his ability, to each 
according to his need, this should be Fred’s motto. Fred ought 
to be ashamed of himself.’

When I saw Fred last he had a broody look and I think he was 
working on it. But I noticed that he still had his bowls in the 
boot!

Canberra S ch oo l(d )
2 May 1980

For years I have been complaining about the wickedness of 
governments for imposing death duties. When I was in Parlia
ment, tweaking this heartstring was a sure way of becoming 
popular. ‘How can the government be so cruel and heartless?’ I 
used to thunder while furtively wiping away a tear, ‘Surely it is 
fairer for the government to get its ill-gotten gains by income 
taxing the living than taxing the dead.’ Strangely, no one ever 
interjected that it would be hard to collect from the dead. But
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my statements were often greeted with applause which was 
unusual at my meetings. The really rich people who were 
working some income tax ‘avoision’ scheme clapped louder 
than the others.

Now that most governments are whittling down, if not 
abolishing, death duties, I am starting to have some doubts 
about the wisdom of it all. It would be fine if governments were 
to reduce their spending by the amount of money they had 
ceased to collect in death duties, but bitter experience, both in 
Parliament and out, has taught me that this is unlikely. Govern
ments seem to have a compulsion to buy popularity by spend
ing our money or by printing it. I have an uneasy feeling that, 
deprived of this source of income, they will immediately set to 
work to raise the same amount of money in some other way. If I 
had to choose between paying increased income tax and death 
duties, I would prefer the latter. At least death duties do not act 
as a disincentive to the extent that income tax does. So many 
people avoid or evade income tax, but they can’t do that with 
dying.

The abolition of gift and death duties is so recent that I have 
not had time to readjust my thinking to the new situation. For 
many generations our family has done its dying with measured 
tread, as it were. There has been enough time between the 
succeeding generations for proper arrangements to be made so 
that the property could be passed from father to son without 
incurring death duties of a magnitude that would necessitate 
selling off part of the farm. I have always assumed that this 
family habit of orderly demise was due to superior planning or 
to a close contact with the Almighty, but I suppose that it was 
really just luck. But it wasn’t all luck, there was also a lot of 
organising, with the lawyer and the accountant doing the 
thinking and the family doing the paying. There were com
plicated gifting programmes, with a kind of alarm clock going 
off in the accountant’s office every eighteen months so that we 
could pass across another slice of the farm without incurring 
gift duty. We had various complicated company arrangements 
with imposing minute books which Mavis used to sometimes 
refuse to sign if I were in the doghouse. I remember once, 
when I was really ill, the family gathered at my bedside and 
warned me grimly that I just had to live another ten months or
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the tax man would get me (or them). I am sure that their 
earnest admonitions were one of the reasons I recovered as fast 
as I did. I know that dying would have been much more 
interesting for me if I could have arranged to die with all my 
affairs in order so that I could spit in the government’s eye as I 
left this vale of tears.

Now all that planning has come to a grinding stop. I have 
been trying to work myself up into a lather of anxiety about the 
fate of the lawyer and the accountant who will now lose a 
steady source of income. But I doubt if they will starve. If the 
government sets out to recover the money it has lost in death 
duties by increasing income tax, they are likely to pick up on 
the swings what they lost on the roundabout. So I am not going 
off my food worrying about these two nice people.

I am the chap I am worrying about. What should I do with the 
money I used to spend with the lawyer and the accountant, 
doing the perfectly legal things to reduce death and gift duties? 
I could stick it away to give to my family when I die but they 
may not need it then as they do now when their kids are 
younger. Perhaps I should use the money by helping in the 
education of my grandchildren. I have been told that it is only 
grandparents that can afford to meet the astronomical cost of 
putting a kid through boarding school; this is a burden too great 
for most parents. So it may be that we grandfathers are going to 
come into our own again and will be able to spend on our own 
flesh and blood what we used to spend on the lawyer and the 
accountant.

Dr Stretton
22 October 1980

Recently I read a review of the book ‘Labor Essays’ in which 
particular attention was paid to an essay by Hugh Stretton 
which the reviewer said ‘is a remarkably incisive and passionate 
piece of political advocacy. He analyses the divide-and-rule 
tactics which have recently led to a noticeable decline in 
middle-class compassion and social concern, and puts the so-
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called tax revolt into its proper perspective as a form of class 
warfare.’

Then the reviewer goes on to quote directly from Mr 
Stretton’s essay. ‘If the reactionaries can recruit a sizeable 
minority of workers and their wives to the alliance against the 
welfare population . . .  then the bastards will have won.’

That quotation makes me miserable because it shows how 
even a man of Mr Stretton’s intelligence and rectitude thinks. 
Many people, particularly socialist intellectuals, see the 
behaviour of people who disagree with them as part of a deep 
laid plot of evil, well organised capitalist groups who, with 
relentless cunning, have worked out some reprehensible way 
to grind the faces of the poor. ‘Then the bastards will have 
won’, they say.

These people should remember the story of the school
teacher in America who was giving her class a lecture on the 
American Indians. At the end she asked if there was anyone in 
the class who had Indian blood in his veins. Little Tommy put 
up his hand. ‘How very interesting,’ she gushed, ‘Which tribe?’ 
‘It wasn’t no tribe, Ma’am’ Tommy replied, ‘It was just a 
wandering Indian!’

Most of the tax revolt is not the work of an Indian tribe, it is 
not class warfare at all, it is not a plot by a lot of bastards who 
have planned some cunning campaign, but is the reactions of 
simple sods like me. To illustrate this, I will describe how the 
taxation iron entered my soul way back in 1947. Things were 
really tough on the farm then, with little spare cash and Mavis 
with three kids at foot and with many quite proper demands for 
more money to be spent in the home. So I made the rash 
decision to grow 120 acres of mustard under contract. It was 
rash because I didn’t know anything about the crop and neither 
did anyone else in the district. I suppose I should have grown 
wheat which I understood but the wheat stabilisation scheme 
discouraged me from growing what the world wanted. This is 
the way of stabilisation schemes.

I sowed the 120 acres in May, braving the scornful remarks 
of my friends and neighbours, ‘Pride goeth before a fall’ and so 
on. The wretched crop did not germinate, so I sowed the 
paddock again at the end of June, working the tractor at night 
with a kerosene lantern hanging on the starting handle. There
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were no frills in those days, no air conditioned cabs, not even 
headlights.

The crop behaved splendidly from then on and by the end of 
December it was about 7 feet high and ready to reap. But when 
we took the old ground-drive header into the crop, we found 
that mustard has to be reaped when the weather is cool, other
wise the seed shatters. So, having sown the wretched crop at 
night, we now found that we had to reap it at night also, still 
with the lantern hanging on the handle.

However, we kept at it, going round and round and taking 
off bags of mustard with gratifying regularity. It was when I 
was clearing out a bunged up thresher in the middle of the 
night, with my head down and my tail up, which gives one a 
jaundiced view of the world, that I started to do some mental 
arithmetic. Then suddenly I realised that Mr Chifley (he was 
then Treasurer) would metaphorically be waiting at the heap to 
take away half the proceeds.

T h at was w h e n  the tax revolt  started w ith  m e , in the m iddle  
o f  the night w hile  reaping a crop I had sow n at n ight,  w hile  the  
district sn eered  at m e for taking foo lish  risks.

This old fashioned determination to keep what you have 
worked so hard to win, and have run uncomfortable risks in the 
process, this is the mainspring of the tax revolt. It is all very 
well for well heeled civil servants or academics living comfort
ably in ivory universities, to sneer at the bastards who are 
taking the risks that make the economy go round. I admit that 
we are not doing this to benefit our fellow men; we are trying to 
benefit ourselves. But in the process we benefit pure and noble 
people like Mr Stretton also. And then he reckons we are 
bastards!

Inside every tax moonlighter there is a small business man 
trying to get out.
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