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Editorial —

The Price of Progress
economics of the 'thirties was almost exclusively conTHEcerned
with the problems of economic stability and the

prevention of unemployment. We had just had the Great
Depression when unemployment reached such proportions
that it threatened to bring down in ruins the economic and
social structures of the democratic nations. Even in the relatively prosperous years there was always a perennial state of
under-employment.
It was to these problems that one of the greatest intellects
of modern times, Lord Keynes, devoted the immense resources
of his mind. He succeeded in bringing about not only a
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revolution in economic thinking, but a transformation in
governmental policies throughout the democratic world.
Then, in the early 'forties, as a primary task of post-war
reconstruction, came the concentration on planning for
economic security—the assurance to every citizen of a minimum standard of life—with which the name of Beveridge is
indelibly associated.
Through these two decades economists and governments,
preoccupied with the immediate questions of employment and
security, gave very little thought to what was really the fundamental problem of economics—the conditions of progress and
higher living standards. What accounted for the wide disparities in living standards of different countries? Why did
one country progress faster than another? How could the
improvement of living standards, which followed to some
extent from the advance of science and better methods of
management, be speeded up?
With the establishment of comprehensive schemes of social
security, and the maintenance, virtually without interruption,
throughout the post-war decade of conditions of high employment, economists, industrial experts and government advisers
have begun to turn their minds to what is after all the primary
concern of economics.
A suspicion is arising that there is, in a very real sense,
a clash between the objectives of government-guaranteed
security and industrial and national progress—too much
security can enfeeble, if not destroy, the forces which make
for progress. What are these forces?

S

OME light is thrown on this question by an anonymous
article—remarkable for its intellectual range and penetration—published last February in "The Times Literary Supplement".* The author opens with the question: "What

makes a society static or dynamic? What gives it ego', makes
it grow or decay, develop or run-down?" Among the dynamic

• "The Dynamic Society"—The Times Literary Supplement, 24th February, 1958.
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societies he includes America and Russia; among the static,
Britain and France. "The division of our world", he writes,

"is between societies in which authoritarianism is necessary
because the rate of capital accumulation—that is the rate of
current effort and what used to be called abstinence, or thrift,
to create productive tools—would never be big enough if the
members of the society were allowed individual freedoms, and
societies in which that rate is big enough to permit individual
freedoms, because those very freedoms also enable men and
businesses to save enough, or to put forth abnormal efforts to
create more and more tools".

Britain and France, he says, with their "mixed" systems
—part free, part authoritarian—fall between two stools. The
mixed systems are marked by an obsession with Equality and
Welfare. "In these (systems), particularly in the post-war

decade, the attraction of economic Equality as a social goal—
one long abandoned by Communism—redistributes the national
income in such a way that fruitful individual effort or responsibility or skill (handsomely rewarded in Russia and America)
is less and less rewarded. As a consequence the 'mixed' system
abounds with every kind of fiscal fraud—starting with the
undeclared part-time cash earnings of the poorest—of gambling, of theft and robbery; for these pay handsomely compared with honest toil or long-trained skill".

The mixed economy, lacking incentives, is characterised
by a poor standard of effort, heavy government hand-outs,
and subsidised "welfare" to keep "bare majorities of the electorate sweet". In this climate "private accumulation of

capital not only languishes, it fails, and, to escape inflation,
is consumed". "Such a 'mixed' and ambivalent State", writes
the author, "becomes like a dog in a barnyard. It cannot lay
eggs and it will not let the hens do so".

He continues: ". . . when men are free to build for the
future, they hope from it and furnish the means to make it
come about so: that is, the productive tools fashioned out of
present effort, saving, and abstinence. When, however—even
if they hope—they are not allowed to secure individual benefit
from building for the future, either they consume up to the
hilt in the present, or they have to be forced to save, to build,
to abstain from present consumption and to make tools". . . .
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"There is the carrot and there is the stick. Either works as
we see in America and Russia today. What we do not- see
working as well is the 'mixed' State".

But not even Russia, the author says (which does not
hesitate to use the carrot as well as the stick—the latter in a
way which would be abhorrent to a democratic society) can
match the rate of economic growth achieved in North
America. "The great inventors, initiators, and appliers of

material techniques still arise in societies in which personal
freedoms—including the freedom to get more than another
man and to engage in profitable trade—are at their worldwide maximum—mainly in North America".

In a scathing indictment of the mixed system he writes:

"There is scarce a social or economic panacea for our own
time or troubles—from subsidised bread, meat and housing,
to capital levies and frozen prices and wages—which was not
tried in the second to fifth centuries of our era throughout
Western Europe and most of Asia and Africa. It availed
nothing".

clearly belongs among the mixed economies.
AUSTRALIA
Australia . wants on the one hand the Welfare State and a

near-equalitarian society, and, on the other, an extraordinary
rate of growth and capital expansion along with improving
living standards. Are the two really compatible? Do not
the steady encroachment of government controls, the increasing taxes, the diminishing area of freedom, the chronic state
of inflation—all characteristic of the mixed economy—suggest
that Australia is moving uneasily between the free Americantype and the State-dominated-type economies without the
virtues of either?

Australia is engaged in the greatest effort at conscious
large-scale development in its history. Probably never before
have we Australians thought about Australia in quite the same
way as we do at the moment. By contrast with the scientists,
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geographers and economists of two or three decades ago, many
people—including some in high places—place virtually no
limits to the future of the continent, the development of its
resources, the expansion of industry, improvement in living
standards and eventual population. They see Australia where
the United States was some hundred or so years ago, and they
foresee a century of spectacular progress which will raise
Australia to a size and economic might comparable with the
United States today.
But we should be perfectly frank with ourselves. We
want American-type standards and a galloping American rate
of progress. But are we prepared to pay the American price
in a "tough" economy—an economy in which disciplines and
restraints are imposed on both employers and employees and
in which "hard work" has not yet become a disreputable
phrase; which highly rewards the able and the enterprising;
which keeps the channels of advancement clear for those of
exceptional industry and talents; which recognises that there
is nothing inherently wicked in the old-fashioned word "success"?
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To Reduce Costs
"It may seem that the country can 'make a choice—albeit a painful
one—between full employment and continually rising prices, or price
stability secured with some danger to the level of employment that might
otherwise have been achieved. But soon looms up the grim danger that the
first of these apparent alternatives will turn out to have been no alternative
at all, because we may fail to secure sufficient imports to maintain full
employment and our present standard of living."

The United Kingdom White Paper—
"The Economic Implications of Full Employment," March, 1956.
IT is difficult to imagine any decisive improvement in the
economy until the level of costs is
reduced. Excessively high costs, indeed, are at the core of the Australian economic problem. A reduction of costs would, admittedly, not,
in itself, rectify the external unbalance—which is due, basically, to
structural causes—but it would provide the essential foundation on
which recovery can be built. Unfortunately, the immediate portents all
suggest a further increase in costs.
The "C" series cost-of-living index
seems certain to rise substantially in
the September quarter. Postal
charges and telephone rentals have
been raised, while the huge deficits
being incurred by many State instrumentalities suggest that an increase
in their charges cannot be avoided
indefinitely. And the enforced reduction in the quantity of imports
entering the economy in the current
financial year is certain to throw
considerable strain on local supplies,
and to some extent, to encourage
high-cost home production in substitution.
The correction of the overseas
position must be viewed as a gradual
long-term task in which all efforts
must be directed at a steady increase
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in export income. This task presents
a challenge to the manufacturing industries, whose leaders are well
aware of the need for expanding exports of manufactured goods. But
for local production to be competitive
over a wide range, a reduction in
costs is essential.
It should be clear by now that any
attempt to improve the balance of
payments by replacing imports with
local production at high costs is
doomed to failure. With costs at a
substantially lower level, efforts at
import-saving might have a better
chance of success. Moreover, a
reduction in costs would place the
traditional export industries in a
healthier position and encourage expansion; whereas further rises would
eventually mean more subsidies for
the weak and threaten the financial
stability of the strong.
The old-time classical economists
used to place immense importance . on
comparative costs—that is, the level
of costs in a particular country
measured against costs in those
countries with which it traded. Indeed, they built a doctrine of comparative costs which largely explained movements in international
trade and in the overseas balances

of payments of these countries engaging in it. With the rise of
Keynes, and more particularly, of
the new generation of economists
who took the teachings of Keynes as
Final Truth (a conception, incidentally, which would have been entirely obnoxious to Keynes himself)
the doctrine of comparative costs
was recklessly discarded from the
repertoire of respectable economists.
We were told that costs no longer
mattered. Indeed, increases in costs
which the classical economists considered to be a sign of erring policy,
were now regarded as a symbol of
economic rectitude. The only thing
that counted, was expenditure. It
did not seem to matter whether the
expenditure was economic or uneconomic, judged by the standards of
accepted business principles, so
long as it contributed to Full Employment—which was taken by the .
Keynesian inflationists to mean overfull employment. The overseas balance could be left to look after itself,
and if, under this treatment, it began to buck a bit, it could always
be put on the tight rein of import
controls or be given a relaxa-tab in
the form of a little exchange devaluation. Moreover, these "remedies"
for the external position would have
the advantage of encouraging
further internal inflation and the
expansion of local production and
employment.
Well, in Australia, it all worked
out admirably for a remarkably long
time. So long, in fact, that the
Keynesians not only deluded themselves that they had found the longsought key to the kingdom of
economic Utopia ;• they were successful in deluding also many politicians, some businessmen and important sections of public opinion.
Practically everyone seemed to forPage 71

get that the process of unrestrained
wage-price inflation, uninhibited,
and often wasteful, government expenditure and the mushroom development of industry with little regard to costs, was only made possible by a level of export prices—
mainly wool—which to our post-war
predecessors would have heralded
the arrival of the Golden Age.
It couldn't last; and it didn't.
1952 should have served as a
warning; but at that time we weren't
in the mood for warnings. A reckless spirit was in the ascendancy
and at the first sign of improvement
off we went in top gear. By 1954
we were again in full flight.
The ills from which Australia is
now suffering are largely the aftermath of the excesses of the halcyon
days. In those years, a little more
prudence in government spending,
a little more restraint in wage and
salary increases, a little more
realism in our thinking on development and migration, and the economy
today would have been in a much
more robust condition to withstand
the rigours of increasing competition
in world markets.
However, what is done is done;
having got ourselves "into a spot",
we must plan to get out of it.
It is still not fully realised that the
essential pre-requisite of recovery is
not merely to restrain the impending
rise in costs, but to achieve an actual
reduction. To prevent further rises
would, of course, be better than nothing; but it is not likely to be nearly
sufficient to set the economy on the
road to good health.
At present attention is focussed
on the need for wage stability and
particularly for preventing further

TO REDUCE COSTS

(continued)

rises in costs through the operation
of the "C" series index on the wages
and salaries of employees paid under
State awards. If these incomes were
to continue to be adjusted quarterly
for cost-of-living rises, a dual disadvantage would arise. First, the discrepancy between State and Federal
awards, which was narrowed by the
10/- Judgment in May, would
rapidly widen further. This could
give rise to grave industrial discontent. Indeed, it would prove quite
impossible to maintain stability in
one section of the wage structure
while the other section continued to
soar sky-wards. Second, further increases in incomes, whether sectional
or general, would add to the difficulties of the economy and postpone the
day of real progress towards a solution.
Since the failure of the Conference between the Acting Prime
Minister and the State Premiers,
the Victorian Government has decided to suspend application of cost
of living adjustments for those coming under State awards and for its
own employees.
The price which has been demanded by some States for abandoning the quarterly revision,
namely, national price control, would
surely be unthinkable for a liberal
administration pledged to the principle of free markets ; nor in the end
would it do any good. On the contrary it would do great harm.
RICE control can be effective
P
only if all prices and costs are
controlled. This can be done only

through a huge government bureaucracy, the use of government subsidies, and provided price control is
buttressed with other government
controls such as materials allocation
and rationing. The manifold disPage 72

advantages of price control under
peace conditions are well-known.
They are costly to administer and
police; they slow down disastrously
the normal processes of trade and
commerce; they buttress the inefficient producer and discourage the efficient; they give rise to black markets and abuses and penalise the
law-abiding, and, all-important, provide no incentive to cost reduction.
There is another way round the
problem ; indeed, from a realistic
standpoint, it is probably the only
way round. The Commonwealth
Government must be prepared to
carry its tighter monetary policy to
the point where the over-full employment position entirely disappears.
A credit squeeze of sufficient pressure to achieve this would not be
feasible unless backed by an appropriate financial and economic policy.
Such a suggestion will, of course,
immediately give rise to a storm of
protest. But those who dissent—
and they will be legion—should ask
themselves what is the alternative.
To commit ourselves to a continuation of over-full employment would
be to resign ourselves to a perpetually rising cost structure. This must
lead to a further weakening of the
economy, to further dislocation of
the external balance, more import
restrictions, to a severe reduction in
all-round living standards, and eventually to economic collapse and unemployment on a threatening scale.
The removal of over-full employment, without which a steady scaling
down of costs will be impossible,
would occasion far less social s and
economic distress than a continuation of inflation. Already there is a
numerous, "forgotten" section of
the community who have been
savagely and unfairly hit by over-

full employment; but there is no
"Old-age Pensioners' Union" to
achieve a rectification of their difficulties. A change in the employment situation of the kind envisaged
would admittedly mean that jobs
could not be had at impressively
high wages or salaries just for the
asking. Married women, for instance, with only moderate qualifications, might have to make a full-time
A-z,g-A of housekeeping or bringing up
the family. Young people, freed
from the temptations of overnumerous jobs at exorbitant wages,
might be persuaded to continue at
school a year or so longer or to undertake technical, or scientific training or a University course. Babysitters might have to scale down
their fees and perquisites—which
would be all to the good. Some young
single girls might not find it so
easy to add to the already lucrative
family income or to buy expensive
clothes. The least responsible and
most inefficient might find the going
a little tougher. Profits would be
harder to make and the inefficient
business could run into difficulties.
But for the great majority of hardworking people most in need of
work, there should be adequate employment opportunities and the efficient employer should have no
reason for undue worry. There
would be some redistribution of income in favour of the efficient, the
skilled, the enterprising and the
family man—which would satisfy
the requirements of social justice.
In short, what is proposed is an
employment situation in which jobs
are valued, in which over-award
payments are based on special ability
and skill and work, and not on the
scarcity of the labour available; and
in which employers are compelled to
compete more strongly for markets
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than in the post-war years of overfull employment. This situation is
one of true "full employment" as opposed to the "over-full employment"
or chronic labour scarcity which has
prevailed throughout most of the
post-war years. It is the one
which exists in most of the other
democratic countries. Almost alone
among these countries, Australia
has harboured the delusion that the
over-full employment economy can
be made to work. Rather late in the
day we are finding out that it won't.
With employment at normal
levels, costs will start to retreat.
On the one hand, the premium payments necessary to obtain and hold
labour in a condition of scarce supply
will diminish. With them, too, will
be scaled back many of the costly
"attraction" features which characterise much employment today.
Labour turnover and absenteeism
will fall. On the other hand, productivity will rise as jobs become more
highly prized and as employers have
to compete more strenuously for
markets. As prices fall, the natural
clamour for higher money incomes
will abate and the overwhelming
majority will begin to discern so
many virtues in stable money, that
the few inflationists remaining will
have little political support. A
policy, which in its initial stages is
certain to be unpopular, would soon
become accepted as wise and proper.
It is probably too much to hope
that costs in Australia can be reduced sufficiently to make an adequate range of our production competitive with overseas costs. We
might eventually have to assist the
process by resorting to exchange depreciation. This, however, should
be regarded as a weapon of final resort. It would clearly be the height
of folly to use it in the present in-
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flammable inflationary situation with
a large proportion of incomes still
responsive to price increases. In a
situation, however, of falling or
stable costs and incomes, some measure of exchange depreciation should
assist the recovery of the balance of
payments by promoting exports and
discouraging imports. Briefly, the
matter should be judged on its
merits when the time arrives—the
time is certainly not yet.
TH
'THE objective of cost reduction
require not merely the continuation of the tight credit policy,
but a number of other supporting
measures. Tight credit is aimed at
cutting expenditure, mainly of a
capital nature, by businesses and individuals in a private capacity. Government spending, particularly on
the development side, would need to
be cut too. This carries with it, of
course, the necessity for a worthwhile reduction in the migration
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inflow. A lower level of government
spending should in turn make possible some lightening of the tax
burden. The reductions should be
concentrated in those directions
which contribute most to the lowering of costs. This means, in the
main, that the present policy of imposing increases in indirect taxation
should be reversed. The tax which
could contribute most effectively ,and
immediately to an all-round cosj
duction is the payroll tax. Ifthe
easing off in government expeilai:.
ture were to make possible the removal of payroll tax, then the opportunity should be grasped with both
hands.
When all this has been achieved,
the Australian economy will be by
no means fully restored to robust
health—far from it. But at least the
rot will have been stopped and the
foundations laid for eventual recovery. We will be on the way
back.

Nation Building
THOSE who have suggested the braking back of public
I developmental spending and migration have been put in
a false light by their critics. They have been accused of
depression , talk, of faint-heartedness and of lack of faith in
Australia's future. The issue has been depicted as one of "all
or nothing"-125,000 migrants a year or none at all, £400
million a year on public projects or virtually nil.
In truth, no one—certainly not the I.P.A.—has recommended a complete cessation of migration and development.
All we have urged is that the intake of migrants, and associated expenditure on development, should be reduced to
a level which is consistent with internal economic stability
and a stronger external payments position. What this level
is, no one can say with any precision. It may be that we
should be satisfied with about half the present annual intake
of migrants, that is about 60,000. That would not be an
insignificant number and we would have no cause for undue
dissatisfaction if it proved to be feasible. Indeed, in a paper
written in 1947, Mr. W. D. Forsyth, (a leading expert on
demographic problems and Australian delegate to the Economic and Social Council of the United Nations) suggested that
an immigration rate of 60,000 a year, maintained over a
long period,, would present Australia with a most formidable
task. In the year following the balance-of-payments collapse
—1952/3—the migration rate was cut in half to 80,000. No
one at that time suggested that this was an unmitigated national
disaster. Nor did it precipitate an economic depression. On
the contrary it amounted to a commonsense recognition that
when the going turns from smooth to rough, it is courting
calamity to continue to drive the car at 80 m.p.h.
But a different mood prevails today. 80 m.p.h. or over
100,000 migrants a year seems to have become a sacrosanct
rate which must not, under any circumstances, be tampered
with and every conceivable argument—most of them dangerously fallacious—has been dragged up to support it. Anyone who suggests a little prudence, a little caution, a little
steadiness at the helm, is regarded as an opponent of Australian
development, at best an advocate of stagnation, at worst an
instigator of depression.
But who are the real enemies of development? Which
of the two schools of thought—those who obstinately insist
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on the continuance of the fastest rate of development and
population increase in our history in the face of a neardesperate balance-of-payments position and mounting internal inflation, or those who advocate a modicum of prudence
and a realistic recognition of the change that has occurred
in our economic fortunes—which of these two schools is more
likely to retard the growth of the Australian nation to mansize stature? After all, you don't make the child grow rapidly
by choking him with over-feeding.
It has become clear—and this much has been implicitly
admitted by the Commonwealth Government itself—that the
present rate of development and population increase can, for
the time being, be maintained only if the resources of the
nation are consciously channelled into public projects or socalled "essential" private investment by government direction,
and, consequently, if current consumption is. restricted and
standards of living reduced by higher taxes and other controls.
The tax increases of the March "little budget" were followed
in July by a change in the character of import restrictions
which gives immense powers to government officials to determine the pattern of Australian production. And at the
present time there is strong pressure from many quarters for
the re-imposition of controls over capital issues, prices and
wages.
HE process is similar to that which takes place in a war
Teconomy.
In war-time the government is compelled to
divert all possible resources into direct war production and
other forms of activity necessary to the prosecution of the
war. This implies that it must cut back on the use of resources
devoted to the satisfaction of ordinary peace-time needs. To
achieve this diversion of resources away from consumption
into the war effort, the government must resort to a whole
armoury of controls—import control, materials control, conscription of labour, price and wage control, capital issues control, rationing, high taxes, selective credit controls and so on.
Whilst supplies of goods for ordinary everyday consumption
are drastically reduced, potential purchasing power is increased because of the increase in incomes of those engaged
in war production and services connected with the war effort.
The controls are thus necessary both to achieve the diversion
of physical and financial resources into the war effort, and to
contain the inflationary pressure brought about by the in-
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creased incomes pressing upon the greatly reduced supplies of
goods on which they can be spent.
The present situation is, in principle, identical with the
situation which arises in war-time. The only difference is in
degree. With a reduced volume of supplies—resulting from
the enforced reduction in imports—a decision by the government to maintain the rate of capital expansion necessary to
absorb the existing increase in population, amounts to a decision to cut back supplies available for ordinary consumption
needs and divert resources into the developmental programme.
This can be achieved only at the cost of continued inflation
and through progressive resort to the use of controls.
Does anyone seriously think . that this is the route to
future greatness for Australia? In the light of war and postwar experience in this and other countries, does anyone still
believe that a system of tight government controls and
bureaucratic direction, with all its frustrations, wastes and
Inefficiencies, its interminable papei-work and committees, and
standing temptation to corrupt practices, is the way to achieve
progress and development? Or will it, on the contrary, foul
the wheels of progress and produce instead, stagnation? Will
not the advancement of a young country be far better assured
in a free market economy, subject to the disciplines of
competition, where the spirit of initiative and enterprise is
kept alive, than in a controlled economy of government
licences and directives and high taxes and state officialdom?
In our attempts "to plan" progress we may find that we will
attenuate and destroy the very conditions which bring it
about. If inflation is the price we should gladly pay for the
development of our country—as has been suggested by at
least one prominent observer—then the price is high, and it
will be paid in vain, for, at the end of the road, lies not a
greater Australia, but the bitter disillusionment of low living
,standards, unemployment and widespread economic chaos.

HE great tragedy—and paradox—is that in the present
Tcrisis
of our affairs there is a tendency for many of the
supporters of private enterprise and the market economy, both
business and political, to abandon their principles and to
advocate policies which must bring joy to the hearts of confirmed socialists.
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A view tiresomely reiterated by those who reject any
suggestion of reducing migration—particularly by some
businessmen—is that Australia presents at the moment unparalleled opportunities. Opportunities for whom and for
what? Where would opportunities for individual advancement lie in a rigidly controlled and heavily taxed economy
of the type we are rapidly assuming in our efforts to force
development? Many people in Australia already are beginning to wonder if their opportunities are not being undermined by the tragic decline and fall in the purchasing power
of the monetary unit and steeply progressive taxes.
What scope is there, at the moment, for the ordinary
person to improve his economic position and through hard
toil and striving and study to better his qualifications to build
up in his lifetime a reasonable stock of capital? For large
numbers the opportunities for this kind of future are practically non-existent. Any man today with a family to feed,
clothe and educate who can build up his capital resources
beyond that necessary to provide for a frugal old-age must
be either a financial magician or a practitioner of austerity
living. It would be hard to find, in the length and breadth
of Australia, many salaried business executives—and precious
few professional men—who, on reflection, would regard their
future with very much optimism. The plain truth is that
the present economy is loaded against the people who do the
responsible work of the community and carry the "heat and
burden" of the day. The sense of opportunity and adventure
for large numbers of these people cannot at the moment be
very strong. It will not be strengthened by fatuous generalities about the "land of opportunity," but only by firm policies
designed to restore opportunity where it is being eroded away
by inflation and taxes.
Perhaps it is time we took stock again of what we mean
by "free enterprise". If free enterprise is a system which provides big opportunities only for a relatively small section of the
business community, then it was never worthy of much
support. A few businessmen may think—albeit, in the long
run, mistakenly—that their own opportunities are best preserved by the continued inflation which accompanies forced
development. But the cardinal test, surely, of any economic
system is how well it serves the ultimate consumer. The crux
of the case against the controlled economy does not lie in the
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restrictions it may place on the activity of business so much
as in the fact that by . slowing down real progress it narrows
the opportunity for personal advancement of the great mass
of the people and reduces average living standards. Free enterprise is not, as some people seem to suppose, a system primarily
for the benefit of those who have acquired capital; it is a
system for the benefit of those who are trying to acquire it
by honest toil and enterprise.
Those who so boldly advocate the acceptance of sacrifices
in the present for the sake of a "pie-in-the-sky" future seldom
have in mind that they will bear their share of the burdens.

HE goal of a greater Australia with a much enlarged and
Trapidly
growing population is one upon which all right-

thinking people will agree. But mere numbers alone do not
make a country great. Were that so, the world would
probably be ruled by China and India. To force the rate of
increase of population at the expense of falling living standards and continued economic instability—even if that were
politically possible—would weaken, not strengthgn, Australia as a force in the world.
Those who have urged some caution in populationbuilding and public spending, under present conditions, have
done so only because they believe that attempts to force the
pace through government controls and taxes will fail and will,
in fact, push the attainment of the goal of a strong and great
nation further into the remote future.
The notion that Australia can be developed at bureaucratic behest, by savings compulsorily acquired through higher
taxes and by following the principle that we should not import anything we can produce here, no matter what it costs
to produce, will prove to be The Great Delusion. The development of Australia will proceed most rapidly if we keep alive
the spirit of adventure, the prospect of individual advancement and opportunity, and the invigorating impact on our
economy of healthy external competition. We cannot control
ourselves into a greater Australia. We can build a great nation
by our vigour, by our enterprise, by self-imposed disciplines.
Nations were never built in any other way.
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New Productivity Booklet
"Production Key to Better Living"
THE improvement of productivity and the reduction of costs have now

A become of crucial importance to Australia. To drive home this
message to the men and women who work in our factories, offices and
shops and, indeed, to all Australians is a matter of the utmost urgency.
For some years vigorous campaigns
to educate the people in the connection between productive efficiency
and their standards of living have
been conducted with striking success
in countries such as the United Kingdom and the United States. In Australia there has been a great deal of
talk of a general nature, but there
has been no organised effort to conduct a widespread educational campaign.
On the 5th March, the Ministry of
Labour Advisory Council, which
includes representatives from all
leading employer bodies and the
A.C.T.U., issued a statement calling
for higher productivity in Australia.
The statement pointed out that
Australians generally are not "productivity conscious". In an effort to
inform the people of the high importance of maximum productivity, the
I.P.A. has produced this new booklet
for widespread distribution. The
booklet, which is intended to be of a
down-to-earth educational character,
has been produced in a form that we
believe is suitable for distribution in
industry and elsewhere.
The success of this campaign will
depend on the extent to which the
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co-operation of business is freely
given in the widespread distribution
of the booklet. The I.P.A. would like

to hear from companies and business houses requiring copies for
distribution among their employees.

It has been decided to charge
businesses 1/-d. a copy. This gives
the following schedule of charges :
10 copies
£0 10 0
50
£2 10 0
100
£5 0 0
500
£25 0 0
1,000
£50 0 0
It is not intended that these
charges should result in any profit for
the Institute but, on the basis of
anticipated circulation, they should
be sufficient to cover production
costs and provide for the large free
distribution which we might expect
to achieve in schools and elsewhere.
f1

fl
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Bulk copies of the booklet will be
sent free of charge to schools, educational organisations and libraries
on request.

We request your full co-operation
in making this educational campaign—which has so long been needed
—a success.

The Public Payroll
NE of the great problems which
O
has arisen in most modern democracies over the last decade or so

is that of restraining the alarming
growth in the size of what is known
in British countries as the Public
Service. As a result of the war, the
demands of the post-war Welfare
State, and the new responsibilities of
governments in the field of economic
planning, the number of administrative public servants in Australia has
more than doubled since 1939.
The desirability of keeping the
growth of the Public Service within
reasonable bounds does not rest
only, or indeed mainly, on the need
for economy in government spending
—important though that is. It
arises rather from the fact that an
ever-expanding government service
endangers the everyday freedoms of
the individual and ultimately democracy itself.
The tremendous growth of government services over the last decade
is now giving rise to great concern
among socialists as well as antisocialists. Mr. R. H. Crossman,
M.P., member of the National Executive of the British Labour Party and
a prominent socialist writer, in a recent Fabian Society tract, "Socialism
and the New Despotism", doesn't
hesitate to warn his fellow socialists
that "the growth of a vast, centralised State bureaucracy constitutes.
a grave potential threat to social
democracy. The idea that we are
being disloyal to our socialist principles if we attack its excesses or
defend the individual against its incipient despotism is a fallacy". A
bitter critic of socialist planning, Mr.
Roy Harrod, leading British economist, wrote in 1948: "Once the man
Page 81

at the centre of power—the Government, in fact—has acquired the prerogative of authorising the expenditure of hundreds of millions of
pounds without leave or sanction of
any kind, there is danger that he will
allow his fancy a further freedom of
play. Such things have happened
when nations fall under despotism"..
Government Employment in Australia since Pre-war.
In 1955/56 expenditure* of all Australian governments amounted to
£1,391m., compared with £1,267m. in
1954/55. These staggering sums are
a far cry from pre-war days when
the combined budgets of all State
and Federal authorities were fortunate to reach £200m.
The number of government employees has increased as follows:—
Employing
Authority
Commonwealth
States ..
Municipalities

1939
.. 67,800
.. 275,700
.. 61,500

1956
208,100
454,100
71,100

405,000

733,300

% increase
207
65
16
81

The increase in the number of Commonwealth Government employees is
very much greater than for State
and Municipal employees. Among
the factors responsible are the wider
range of social service benefits, the
assumption of greater responsibilities for economic and social planning by the Commonwealth and the
growth of Commonwealth instrumentalities such as Trans-Australia
Airlines and the Post Office. Some
attempt was made to grapple with
the problem of the fast-growing
*Includes the Commonwealth and State
governments and all local government and
semi-government bodies. The expenditures of
business undertakings such as the railways
and the post office are only reflected in these
figures to the extent of expenditure on new
capital works, interest charges and operating
deficits (if any).
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Commonwealth Public Service in
1951 when 10,000 temporary, low
salaried personnel were retrenched.
Before the war there were 58 government employees to every 1,000 of
the population ; now there are 78.
The main directions in which this
extra staff have been employed are
summarised in the table below:—

Transport ..
Communications
Post Office, etc. ..
Government Factories ..
Public Works ..
Public
Administration proper
Education
..
Other, mainly Law.
Health, etc. ..

Number of Government
Employees per 1,000 of
the Population
1956
1939
14
14
6

9

6
11

11
12

9
6

14
7

8

11

68

78

Note.—Whilst total figures of government employment in 1939 and 1956 have been
published in the Monthly Bulletins of
Employment Statistics issued by the
Commonwealth Statistician, the breakdown of this information is available
from official sources only within the
very broadest limits.

The significant rise in the numbers employed in education and in
law and health is largely attributable
to the natural desire for better community standards of schooling, hospital treatment and general social
welfare. Of the government business undertakings, the greatest increase has taken place in the post
office and in factories (including
munitions and gas and electricity).
Here again, part of the explanation
is the persistent pressure for higher
living standards—more electricity
for productive purposes and for
homes, more telephones, more postal services, and so on.
Relative to the population the
numbers engaged in public works
are little above pre-war. At first
sight this is puzzling; it appears to
be inconsistent with the great inPage 82

crease in expenditure on public
works, from £62m. in 1938/39 to
£450m. in 1955/56. Part of the explanation is that the figures exclude
employees of private contractors engaged on building construction,. alterations, maintenance and repairs
for public authorities, such as on
Housing Commission projects. Before the war, too, large numbers of
unskilled men were engaged on work
of the pick-and-shovel variety. .But
today, road-making activities, for example, are heavily mechanised. Also,
great public construction jobs such
as ttm Snowy River Scheme are carried out by skilled mechanical operators, with a minimum of pure manual
work
The Administrative Public Service.

The increase in the size of the administrative public service from 9
per 1,000 of the population in 1939
to 14 per 1,000 today, seems quite
out of line with the increases shown
for other types of government employment. By pre-war standards,
the Australian community would appear to be over-burdened with "administrative personnel".
The great part of the increase in
the numbers of administrative
public servants is attributable to the
Commonwealth. Many factors have
contributed to bring this about. The
controls and planning necessary during the war were primarily a Commonwealth responsibility. The postwar political climate, with the encouragement it gave to government
intervention, accentuated the trend.
Uniform taxation gave the Commonwealth control over the purse strings,
thus enabling it to indulge in administrative luxuries which the
State governments could not afford.

In 1939, a Cabinet of 16 (including
Assistant Ministers), 10 Departments (excluding the PostmasterGeneral's Department) and a staff of
7,000 permanent officers, assisted by
5,000 temporary personnel, sufficed
to run the affairs of the Commonwealth Government. Today, there
are no less than 24 Departments
(other than the P.M.G.) with almost
as many Ministers, 35,000 permanent
officers and a further 40,000 "temporaries".
It is very difficult to assess the increases in staffs in various Commonwealth Departments. Some Departments have additional functions. In
other cases, activities have been taken
away to form entirely new Departments. However, two most revealing avenues of information are available—the annual reports of the Public Service Board showing the numbers employed in the various Departments, and the estimates of staff requirements which must be furnished
to Federal Parliament when the Budget is brought down. The department-by-department analysis set out
in the following pages has been
mainly based on these sources. As
the Public Service Board report
shows actual numbers employed as
at the 30th June in any particular
year and the Estimates show estimated staff requirements for the
financial year, some discrepancies occur between the two sets of figures.
External Affairs.
Before the war, Australia was
largely content to rest on the services of the British Government for
representation in foreign countries.
But after the war we decided in
favour of direct diplomatic representation. The staff of the DepartPage 83

ment of External Affairs has been
increased from 30 in 1938/39 to 801
in 1956. The administrative section
at Canberra has expanded tenfold
whilst the number of overseas representatives provided for in the Estimates has grown from 2 to 155.
This, of course, excludes certain local
personnel attached to each Australian
embassy or consulate overseas.
The Treasury.

The full-time staff of the Treasury
has grown from just over 2,000 to
around 8,500. It has had to cope
with a great increase in the range
and extent of tax collections (including income taxes collected by the
States in 1939). The onus for making far-reaching economic policy decisions has also been thrown on the
Treasury's shoulders, entailing not
only a considerable expansion in research activities but also a substantial addition to the staff required by
the Bureau of Census and Statistics
to collect and analyse statistical
data. The relevant provisions for
staff in the various branches of the
Treasury Department are set out in
the Appendix on page 86.
The Attorney-General.

The Attorney-General's Department offers few problems of analysis
since its functions are largely the
same as in pre-war days. Nevertheless, as the figures in the Appendix show, practically every section of
the Department has enjoyed a substantial increase in staff.
Prime Minister's Department.

Apart from increases in routine
functions, such as staffing and audit
control over other Departments, the
Prime Minister's Department has
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also greatly increased in stature in
its own right as an administrative
department. The Prime Minister's
Department now has far greater responsibility for rendering advice on
a complex range of economic .and
other matters than before the war.
This Department has an entirely new
Office of Education, notwithstanding
that education, constitutionally, is
the field of the States. The relative
growth in the various divisions of
the Prime Minister's Department .is
shown in the Appendix.
Department of Interior.

Before the war, the Department of
Interior was a veritable "bits and
pieces" department with all sorts of
unrelated matters coming under its
jurisdiction. It was responsible for
the administration of Canberra and
the Northern Territory; all Commonwealth public works projects;
immigration policy ; the Commonwealth Railways ; the Meteorological
Bureau ; the Forestry Branch and
the Commonwealth Electoral Office.
The Department of the Interior now
retains only the last three functions,
the administration of Canberra and
a Films and Information section. It
has given birth to four new Departments. There is an Immigration
Department (2,107 persons), a Department of Territories (863), a
Department of Shipping and Transport (693) and a Department of
Works (11,130) to cope with functions previously administered by the
Department of Interior. Nevertheless, the parent Department still has
a total payroll of around 4,000 persons—about the same as pre-war.
Department of Defence.

The Department of Defence holds
the record for the creation of new
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departments. Responsibilities which
in 1938 occupied 1,500 odd civilian
personnel in one tightly-knit department, have now been scattered
among no less than seven different
departments, having in all a combined staff of 23,000. They are—
Defence, Army, Navy, Air, Defence
Production, Supply and Civil Aviation. Admittedly, the defence requirements of Australia have grown
very considerably since before the
war, and Civil Aviation has blossomed out into a major non-military
department to handle the great development of air transport. But the
strictures of the Parliamentary Joint
Committee, particularly in regard to
defence spending, seem to indicate
that this expansion could have been
less, without any threat to national
security.
Department of Customs and Excise.

The Department of Trade and
Customs has recently been re-formed
as the Department of Customs and
Excise, some of its responsibilities
being transferred to the new Department of Trade. At 30th June, 1956,
the total number of staff employed
by the Department of Customs and
Excise was 2,956 as compared with
1,886 in 1939, by the Department of
Trade and Customs.
Departments of Trade and Primary
Industry.

The Department of Commerce and
Agriculture has now been split into
two departments—the Department
of Trade and the Department of Primary Industry.
At June, 1956, total employment
was 690 persons in the Department
of Trade and 881 in the Department
of Primary Industry.

Department of Health.

Originally established to administer quarantine regulations, this Department has extended in all directions in recent years, providing a
prime example of the tendency for a
Commonwealth Department to overlap functions which have been carried on by State Departments. The
total staff of the Commonwealth
Department of Health has increased
over fourfold since before the war—
from 576 persons in 1939 to 2,427
in 1956. Among other things, this
Department administers "free medicine" and other health benefits. The
great increase in its staff is perhaps
_a salutory reminder that free services must be provided for by adding to the Government payroll and
hence to taxes.
Repatriation Department.

Before the war, the Repatriation
Commission, as a separate statutory
authority, had an administrative
staff of 589 persons and other staff
amounting to 1,000. Now a fully
fledged department under the jurisdiction of the Public Service Board,
it has a staff of 8,102, of whom about
3,000 are administrative—the rest
comprising the staff employed by the
various hospitals and other institutions under its control.
Department of Social Services.

This Department, newly created
since 1939, has a staff of 2,290 persons administering pensions, child
endowment and other Commonwealth
social service benefits—the scale of
which has been extended since prewar. Before the war, the Social
Services branch of the Treasury required only 300 persons. The social
welfare activities of this DepartPage 85

ment have been subjected to the
criticism that they overlap those
operated by the States.
Department of Labour and National
Service.

This Department was created during the war solely to control the disposition of manpower for the war
effort. It now has an administrative
staff of 560 together with a further
1,130 in the Commonwealth Employment Office. The various divisions
relating to Industrial Welfare, Factories Standards and Designs, Vocational Guidance, Personnel Practice
and Industrial Relations, have done
useful work, but they have been
criticised on the grounds that they
duplicate activities carried on by
State Labour Departments. The
Commonwealth Employment Office
has come in for strong criticism, particularly in au era of over-full employment. While there may be
strong reasons for the desirability
of such an Office in time of underemployment, the size of the staff employed does seem excessive under present conditions.
Department of National Development.

This Department has had a
chequered career. It was originally
responsible for the Bureau of Mineral
Resources, the Division of Industrial
Development, the Division of Regional Development and sections relating to the Fuel and Building Industries. As a result of departmental re-shuffling earlier in the
year the Department of National
Development now administers War
Service Homes, but staff engaged in
the Division of Industrial Development have been transferred to the
new Department of Trade. This
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Department has come under a considerable amount of criticism from
the Joint Committee on Public Accounts because of the gratuitous services supplied by it and also for the
duplication of work done by State
and other Commonwealth Departments.
INCE 1939 practically every ComS
monwealth Department has increased its staff far more than pro-

portionately to the growth of popu-

lation. In some instances the increases might fairly be described as
phenomenal.
The new responsibilities and functions enforced on Australian governments, along with governments
in other democratic countries, had
admittedly made unavoidable a large
expansion of the Public Service.
There must remain, however, serious
doubts whether this expansion has
not been much greater than is necessary or indeed desirable.

APPENDIX
Estimates of Staff Requirements of Various Commonwealth Departments
in 1938/39 and 1956/57.
I—The Treasury.

Number of
Employees
1938/39
1956/57
Administrative ..
.. 137
428
Social Services ..
.. 298
—(a)
Taxation Branch ..
.. 991
6,535(b)
Superannuation Board, etc. .
22
88
Census and Statistics
.. 149
597
Government Printer
140
..
78
National Insurance (c)
.. 350
2,025

7,788

Notes.—(a) Now in a separate Department of
Social Services with a total staff
of 2,290.
(b) Includes officers transferred from
State Taxation Departments.
(c) Provisions made for the staffing
of the National Insurance Office
lapsed when the Government failed
to institute its National Insurance
proposals.
I I—Attorney- General's Department.
Number of
Employees
1938/39
1956/57
Administration ..
..
33
103
Reporting Branch ..
..
12
27
Crown Solicitor's Office . ..
56
210
High Court ..
..
12
17
Bankruptcy Court ..
87
103
Court of Conciliation and
Arbitration ..
..
14
38
Commonwealth Investigation
Branch ..
..
35
90
Patents Office .........
138
234
Legal Service Bureau ..
—
23
Public Service Arbitrator ..
8
3
390
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III—Prime Minister's Department.
Number of
Employees
1938/39
1956/57
Administration ..
..
73(a)
108
Audit Office ..
.. 187
467
Public Service Board .. .. 105
404
National Library ..
..
6
100
High Commissioner's Office .
88
355
..
39
(b)
Commonwealth Grants Commission ..
(c)
14
Office of Education ..
(d)
176
497

1,624

Notes.—(a) Includes External Territories now
under Dept. of Territories and
Fuel Research now under Dept.
of National Development.
(b) ■ No longer in Prime Minister's Department-184 officers now se parately allowed for in Budget estimates.
(c) Separate details not given.
(d) New division.

Commonwealth Public Service-Total Permanent, Temporary and
Exempt Staffs as at 30th June, 1939, and 30th June, 1956.
Staffs as at 30th June, 1939
Total
Temporary
Permanent & Exempt
437
62
375
30
1
29
676
263
313

Department ,
Attorney-General's

..

..

External Affairs .. .. ..
Health .. .. .. .. .. ..

Staffs as at 30th June, 1956
Total
Temporary
Permanent & Exempt
954
254
700
346

455

801

1,012

1,415

2,427

38

398

960

403

1,363

363

2,109

6,165

2,379

8,544

1,611

679

2,290

297

329

626

1,022

1,637

2,659

1,793

3,136

4,929

1,290

1,070

2,360

1,420

2,722

4,142

6

1,943

2,124

4,067

240

2,696

2,181

4,877

1,440

2,550

3;990

..

673

1,434

2,107

Works .. .. .. .. .. ..
Territories .. .. .. .. ..

1,663

9,467

11,130

297

666
292

863
693

360

Prime Minister's -.. .. ..
1

Treasury
..

Social Services

i

1,746

Defence .. .. .. .. .. • •
Air .. .. .. •• •• .• •.
1,029

Army .. .. .. .. .. .. ..
Navy .. .. .. .. .. .. ..
Defence Production .. ..
Supply .. .. .. .. .. ..

6

Civil Aviation .. .. .. .. ..
Interior .. .. .. .. .. ..
Immigration

..

..

..

262

90

907

150

3,144

' 1,291

4,051.

-

-

401
463

227

690

-

-

2,575

381

2,956

1,886
953

-

-

527

354

-

-

1,174

521

881
1,695

-

-

801

519

1,320

3,559

4,543

8,102

Shipping and Transport ..
Customs and Excise .. ..
Trade and Customs .. ..
Commerce .. .. .. .. ..

1,671

Primary Industry .. .. .. ..
Labour and National Service
National Development (incl.
War Service Homes) .. ..
Repatriation .. ..- .. .. .. ..

589
-

-

215
364
-

-

-

..

7,115

4,862

11,977

34,828

39,638

74,466

..

25,314

9,752

35,066

28,700

79,097

Aust. Broad. Control Board .

-

-

-

50,397
35

2

37

32,429

14,614

47,043

85,260

68,340

153,600

Sub-Total ..

..

Postmaster-General's
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Agricultur 1 racy
and the

alance of
ayments
by
Professor Sir Samuel Wadham

The author of this article, Sir Samuel Wadham, has had a distinguished record as Professor of Agriculture at the University of Melbourne since 1926. He has been a regular contributor to scientific journals. His wide knowledge and practical experience have been of great
value to the many Governmental Commissions and Committees on which
he has served during the past 25 years.

HIS subject bristles with difficulties, and whatever statement is
made on it will be challenged by
someone or other. On the one hand,
we have those who think that the
19th Century should be our guide in
forecasting the future. From their
point of view almost the whole of
our development, at least up to 1930,
was one in which settlers strove for
possession of land in order to develop it into farms ; often requiring
considerable financial assistance by
Authorities set up under State Governments. After 1930 the decade of
depression and financial re organisation stopped this progress.
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The war period, with all its upheavals followed. Protagonists of
the expansionist theory urge that
these interruptions being over rural
development must advance in the
same old way, only this time
strengthened by the stimulus of
scientific discovery. We shall thus
increase our rural population, build
up larger exporting industries, and
make Australia a happy land of smiling families of well-contented settlers, striving to do their duty as
citizens. The rhythm of the incantation is familiar!
On the other hand, a more cautious
survey takes into account a series of

warning signals which suggest that
the matter is not so simple. In the
first place, an analysis of the developments which preceded the depression of the 1930's shows that in
this tragic period quantities of
various agricultural products accumulated because they could not be
sold, even at prices which spelt ruin
to many producers. The old assumption of the 19th Century that the
world can absorb through normal
channels of trade, unlimited quantities of foodstuffs and other primary
commodities, is no longer true.
Secondly, land settlement in a
modern agricultural setting is an expensive procedure. Most unused
areas have poor soils or very uncertain rainfall ; mechanisation of production is essential if the farmer is
to have a reasonable standard of living. Unless the produce sells for
reasonable prices, new development
cannot show a return on its capital,
and may easily fail to give a labour
income for the farmer. A third point,
and possibly the most important, is
that families are no longer content
to put up with sub-standard conditions of living on farms ; not even if
they have the questionable satisfaction of feeling that the farm will
ultimately be their own. The abandonment of marginal farms and the
amalgamation of many others which
were sub-standard in character, were
the results of this attitude. The capital lost in unsuccessful settlement
has been large.
Many people have not yet appreciated the shrinkage of European
markets for farm products, partly
due to the reform of agricultural
systems in the countries concerned,
and partly to the determination of
many of these countries to be as selfsupporting in the production of foodstuffs as possible, irrespective of
whether this requires large disbursePage 89

ments of taxpayers' money as subsidies. Meanwhile, in the Asiatic
countries, the use of scientific
methods is spreading, and it now
seems certain that in some of these
food production will increase
markedly in the next few years; so
that even if the triumphs of medical
science add millions to the total numbers of mouths to be fed, it seems
probable that, catastrophes apart, no
gross world food shortage is likely
in the next decade or two.
Finally, the amazing achievements
of the chemist and the engineer during recent years have produced new
ranges of substances which now offer
alternatives in the markets of some
commodities which were once monopolies. Some substitutes have now
had sufficient trial to show that they
are serious competitors, others are
at present little more than potential
blackmailers.
This series of disturbing facts suggests that the wholesale expansion
of our primary industries would be
unwise, not only because very large
sums of capital would have to be
found for such a programme, but
much of this would have to come
from the same pool of finance from
which all developmental projects
must pump. Further, development at
a rate which is not warranted by
prospective markets means disillusionment to the settlers concerned,
and to their families, and in addition,
hardship and financial loss to others
already engaged in the industries
concerned. Further, it creates political factions and areas of discontent
in the countryside, and such "problem regions" are not a source of
strength in a growing nation.
While considerable opportunities
exist for the expansion of some forms
of farm production, and for the development of other industries, those
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who take the view that increased exports of farm products are the only
method of adjusting our overseas
trade balance, should consider how
far such increases may merely result
in upsetting markets, and thus producing the opposite result to that
which was intended. The wisdom of
expansion must surely depend on the
nature of the market for the product,
and whether it is capable of absorbing more of the raw material at no
great reduction in price. Little can
be gained by expanding production
for a market which is inelastic, or so
threatened by substitutes that it
offers no future for expansion.
This approach to our farming development is commonsense, not defeatist. No manufacturer would consider expanding his production unless there was a reasonable chance of
being able to find a market in the
not-too-distant future. Clearly the
circumstances of each product differ,
and valid assumptions in the case of
wool may be quite unsound for butter
or sugar. An examination of the circumstances of each main product is,
therefore, necessary.
Wool naturally takes pride of place
as the one commodity in which we
hold a pre-eminent position. Nowadays the bulk of Australian wool is
not produced in outback stations, but
in districts of moderate rainfall, and
in many of these very considerable
increases in carrying capacity can
now be achieved with safety at an
outlay which is probably at least £10
per extra sheep carried. This sum
covers pasture improvement, extra
fencing and water supplies and provision for fodder conservation in one
form or another.
The increase in stocking rate would
also involve certain additional costs,
but in many cases the average cost of
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production would be lower than' that
involved under the present less intensive system. The question for the
sheep man is, therefore, one of deciding whether the increased outlay on
the property as a whole, including
the interest on the extra capital involved, is more than offset by the
extra revenue. Secondly, whether
the answer would be still the same
if the value of wool fell to an Australian average of, say, 3/- per lb.
greasy. The safeguard is that the
whole of a property need not be improved at once, and most sheep men
in areas where pasture improvement
is possible, would be wise to adopt
the new procedures at once on at
least part of their holdings—and of
course, many are doing so.
Thanks to increased scientific
knowledge of soils and the requirements of pastures, substantial increases in our sheep population can
be realised, given careful management. This is sound policy, because
of the paradox that wool cannot
afford to be too expensive on the
world market, otherwise it would be
in danger of remaining a luxury fibre
available to a decreasing proportion
of the world population.
Naturally, every increase in wages
or costs of equipment and materials
makes the position of the woolgrower
more difficult, but the present price
of wool is still attractive to most producers. World production and consumption are said to be fairly.
balanced, so that if general prosperity continues, and if costs rise no
higher, the market prospects are
reasonable. Current prices seem
sensitive to rumours of war or any
other threat of extra demand or reduced supply—as occurred at the end
of the last selling season.

The danger from the modern noncellulosic substitutes seems to be
largely a question of price, because
they require very large capital investment in plant. The lower the
price of wool, the less the threat except where the substitute has an advantage—as seems to be the case in
hosiery. It looks as if wool is
definitely economically vulnerable
when its price is 10/- or so per pound
on a clean scoured basis (say 5/6
greasy) because new synthetic plants
have been erected in the last year or
two.
This suggestion will not be palatable to those who have bought sheep
properties at high prices in recent
years, nor to those who are responsible for the management of outback
stations on which an increase in
carrying capacity is unwise, because
pasture improvement is not possible.
A fall of, say, 30% in the price of
wool, coupled with one or two bad
seasons, would put many of these
producers in financial "Queer Street."
That, however unfortunate to the
individuals concerned, is not the
major issue. From the national point
of view, over-capitalization due to
over-optimism in value of land on the
part of certain individuals, should
not prevent the adoption of a sound
policy for the industry as a whole.
The decision in the case of wheat
is much more difficult. In the 1930's
we learned that the world market
for wheat is relatively inelastic, and
not much influenced by its price.
During that unhappy period when
wheat was sold through private channels, the price slumped hopelessly in
the face of a large world surplus of
the grain. During the 1950's the
price, though falling, has been maintained more effectively, because the
larger exporting countries have been
selling through channels with the
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backing of governments. If marketing had not been organized fairly
effectively, the price today would be
much lower.
At the present moment in August
1956, bad seasons in Europe have
eased the market situation, world
surpluses are diminishing and prices
recovering. How long this will continue is uncertain. The same change
came over the world wheat market
in 1936/7 when two years of poor
production in North America led to
a decline in reserves. The basic fact
is that the machinery of production
—the wheat farms, the mechanical
equipment, and the know-how—are
all intact, and as soon as reasonable
seasons recur, a large surplus will
again emerge. Under these circumstances, it seems foolish to suggest
that there should be any expansion
in the acreage sown with the crop.
The important thing is that our
farmers should understand the situation and modify their methods by the
introduction of "ley farming," and
an increase of the areas under pasturage, so that if world need arises
extra areas may be prepared and
sown to the crop.
Our growers are fortunate that almost all our wheat country can carry
sheep effectively, and also that our
systems of wheat farming, including
the size of the farms, are generally
sound, or can be made so. This state
of affairs compares favourably with
the conditions in many other countries, including North America.
Some commentators have noted
with great satisfaction the increased
production of other cereals in the
post-war years. This was partly due
to a general world shortage of all
grains and higher prices, and partly
to our relatively low costs of production and transport. Now that both
rail and shipping freights have in-
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creased considerably, and the world
grain position has recovered, it is
inevitable that the prices of feed
grains will no longer make them attractive as alternatives to wheat.
The rice crop is one of special
interest. So far it has been developed
satisfactorily on the Murrumbidgee
and Wakool Irrigation Areas, while
attempts are now being made to cultivate it near Darwin. It is unlikely
that the latter experiment will, at
first, achieve the success of the
former, but doubtless, in time the
local difficulties will be understood
and overcome. The problem of selling the grain may not be as easy as
has been assumed, as India, once a
major importer, is now able to increase its production through the use
of locally made nitrogenous fertilizer.
Our meat exporters after fifteen
years of Government purchase, and
a guaranteed market for all exports,
are finding it difficult to get back to
open marketing, especially as Britain
now subsidises her own producers,
while the export of beef from South
American countries, which was low
for a number of years, is now expanding. Much has been written
about export quality, and on the impracticability of frozen beef competing with chilled. This situation is
really no different from that which
occurred in pre-war years, but now
the British public is more choosey,
and our task is to devise means of
improving the quality of our exports.
Until that is done, our beef will be
bought for pies, sausages and institutions—because it is cheap.
Most of our export beef is raised
in Queensland where conditions are
not ideal, partly because the climate
is variable, and partly because only
in recent years has the market value
of the animals been sufficient to warrant much, capital expenditure. An
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additional factor which has deterred
station owners from making capital
investment, is the system of leasehold tenure. Admittedly, some of the
stations may be too large for effective management, but this could be
remedied. It is strange that the
profits made by a proportion of
graziers a century ago, in areas
which are totally different, and under
circumstances which bear no resemblance to those of today, should still
dominate the attitudes of Departments of Lands. During the last
decade many cattle stations have improved their equipment and their
practices, but even if they were
managed so as to produce a higher
proportion of better quality animals,
this would not solve the problem unless the whole railway system to the
ports were greatly improved. The
expenses involved in any such reconstruction are considerable, and in
places political considerations have
been obstructive. For instance,
Queensland does not like the idea of
rail connection from Cunnamulla to
Bourke in N.S.W., because, however
important from the beef industry's
point of view, it might divert traffic
which today goes through Brisbane.
Other States are smaller exporters.
It is too early to estimate whether
the extra production which will come
from pasture improvement in southern areas of better rainfall will do
more than keep pace with the demands of the increasing local population. Nor is it easy to determine how
far further declines in the price of
dairy products will induce more beef
from erstwhile dairy farms. If more
quality beef is to be produced, the
way in which animals are treated in
the yards prior to slaughter will have
to be reformed ; this point is as significant in Melbourne as in any other
centre.

The production of fat lambs for
export can be increased, especially
in wheat areas and in irrigation
districts. One difficulty with regard
to the export of lambs, is the restricted nature of the world market
in which Britain is lay far the
greatest consumer. Few European
countries eat sheepmeat ; the muchdiscussed United States market with
its well-organised marketing system
does not welcome any invasion from
a new source of supply.
Pigmeat export increased before
the war when feed grains were cheap,
and British bacon producers were
anxious to get supplies of frozen
pork. The situation has vastly
changed. Britain is now subsidising
her own pig producers by about
£76m. a year. There seems little
sense in trying to fight a way into
that market; particularly in view of
the need for maintaining a measure
of stability in Denmark—the chief
exporter.
The market for eggs in shell is not
in any better position. In this case
the British subsidy of home producers costs £20m. a year.
Australian sugar production has
already been expanded under the
stimulus of an Empire agreement.
Under this there is a reasonable
guarantee of prices for export of
314,000 tons, and a market for a
further 286,000 tons at world market
price plus available protection. Under
international agreements we have no
right to increase our production
further, nor would there be any sense
in doing so. The world sugar market
has suffered from a chronic excess
of supply over demand for many
years—the war period excepted.
Dairying has been more investigated than any other type of farming
in recent years, because the Commonwealth is anxious to reduce its subPage 93

sidy. The ominous fact is that
Britain has doubled her margarine
consumption ; she now eats twice as
much "substitute" fat as butter.
Canada, a possible market for some
of our butter, has also removed the
embargo on the substitute.
Surveys have revealed wide variations in the costs of production on
Australian dairy farms. In some
States the proportion of inefficient
units seems high. But even efficient
farmers with high production and
effective mechanisation, are not finding it easy to pay the increases in
wages laid down by the Wages Board,
and also meet interest on invested
capital.
If the economic position of dairying weakens, as will occur if it increases exports on to a market which
is well satisfied with a cheaper substitute, then expansion is unjustified.
It will only be achieved by unprofitable investment, or by the industry
sinking to a basis dependent on unpaid family labour. In some cases
this may be mitigated by the adoption of more scientific methods. The
long term view could be different in
the unlikely event of widespread
social disturbances in tropical countries supplying vegetable oils, in
which case butter might regain some
of its lost position.
Horticultural industries of all types
dealing on export markets are now
faced with serious problems of competition. Steadily rising wages and
increased costs in all directions make
optimism difficult, especially when
competitors are expanding their
activity overseas, and behind the
whole stage looms a large unshipped
surplus in U.S.A. The extent of
damage due to flooding and waterlogging in recent months in South
Eastern Australia has not yet been
assessed, but the loss of trees pro-
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ducing fruit for canning may reduce
the exportable surplus for some
years.
This survey of the farm industries
which have together been the mainstay of much of our export income in
the past, is not encouraging. Wool
production can and should be expanded. Beef production and handling require overhaul ; production of
fat lambs offers some oportunity for
expansion. Sundry small items such
as tallow, hides, special types of
timber, and probably some canned
goods, and malting barley in some
seasons, will add an extra few millions to the total in the same way as
crayfish tails have recently found
ready buyers in the U.S.A. In all
commodities a high standard of technical efficiency on farms, in factories,
and in handling, is now essential.
If £1,000,000 spent on research
only gives net savings, or an increased income, of £100,000 annually,
it is still good business. In every
commodity which is meeting international competition, local costs and
efficiency are clearly most important.
Each rise in wages makes the
farmers' task harder, not only
through the direct payments to his
own employees, but also through
the indirect increases in costs of
machinery and other items, and in
costs of handling. Nowadays nearly
half the price at which a bushel of
wheat sells in Europe is consumed
by shipping freight, handling charges
and railway freight.
A most important factor is the
increased knowledge of the problems
of our soils, our livestock and our
crops. Appropriate experts, if consulted, can analyse the problems of
land usage, and we should be able to
avoid any repetition of the tragic
mistakes of the 1930 period.
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This difficulty in redressing an unfavourable trade balance by expanding exports in the old commodities
is not the end of the story. Australia
still imports certain other agricultural products, and surely the time has
arrived at which we should seriously
consider taking a leaf from the book
of other countries, and aim at the
establishment of these crops where
reasonable. In the past many have
been produced by low wage labour in
tropical or semi-tropical countries,
sometimes by individual farmers,
sometimes under plantation conditions. With the rapid acquisition of
independence in these lands, changes
are certain to take place in their
agricultural production. In some the
plantation economy will be abandoned, and probably followed by
peasant farming, which inevitably
leads to a reduction in exportable
surpluses. In other cases the new
administration will make it more and
more difficult for the old plantation
system to continue, because it will
endeavour to raise the standards of
living of the individual workers. In
all cases increasing populations will
require greater emphasis on food
and less on export crops. This will
mean that the previous disparity in
the costs of growing these items
with native labour and under Queensland conditions, will gradually diminish. If the cultivation and harvesting of the crop can be mechanised, there is no reason why these
commodities should not be steadily
established in appropriate areas in
the Queensland coastal zone.
Tea is one instance. Australian
tea imports cost about £20m. a year,
and the Queensland Agricultural Department has shown that tea can be
grown on their experimental stations.
Tea experts from India are satisfied
that this is so; they also believe that

the processes of harvesting can now
be mechanised. However, this industry cannot be developed at the
start under a plan of small holdings.
It must be organised on a basis sufficiently large to warrant the capital
outlay in a tea-processing factory.
If anything is to be done, the Queensland Government will have to accept
this principle, however unpalatable.
Further a bounty would certainly be
necessary in the early years, but
there is no difference between establishing an industry under a tariff
than under a bonus system.
Cotton also deserves attention.
Past attempts to produce it have
been based for the most part on its
use as a pioneer crop in Queensland.
It has not succeeded because of the
difficulties of harvesting by hand.
Nowadays machine harvesters have
brought a new interest in its potential. Further, in the U.S.A. in recent
years more and more cotton has been
grown under conditions where partial
irrigation is available. During the
next few years, large increases in
the water available for irrigation in
eastern Australia will occur. It seems
reasonable to suggest the possibility
of extending Australia's cotton production should be closely examined
in the light of modern mechanised
methods used in the U.S.A. Australia's import of cotton fibre in
recent years has been about £8m.
Oil seeds are another possibility,
but any attempt to grow them on a
commercial scale must be preceded
by, detailed scientific work, using
modern techniques in plant breeding,
and the most recent knowledge of the
basic problems of acclimatisation.
The second stage will be a co-ordination of the efforts of selected farmers
with the State Departments and the
research authorities. But even this
will not be successful unless the
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Commonwealth undertakes the development of these crops as a matter
of policy and supports their establishment through its fiscal powers.
This last stage is vital, because on
the one hand any new industry is
bound to have a certain amount of
difficulty, and on the other, the manufacturers using the product would
probably prefer to continue buying
straight lines of graded produce from
overseas. It is much more trouble
for them to have to collect their supplies from farmers' groups, who will
not in the first place understand all
the refinements of the production
process. Obstacles of this kind have
to be overcome before any new industry oan start effectively. The
farmers have to be encouraged to
start growing the crop ; also, they
have to be stimulated towards efficiency. However, these things can
be done if the appropriate staffs are
diverted to the work. Sugar and
tobacco are good instances. In
neither case was success achieved
until the development of the industries became a matter of policy. In
the case of sugar, this occurred after
Federation, while tobacco production
was amplified by the budget of 1931.
Today we export nearly twice as
much sugar as we consume, and we
are now growing about 15% of our
tobacco requirements. In both cases
considerable financial support has
been necessary at times, but at
others, when wars have disorganised
normal sources of production, we
have had freedom of supplies. These
industries have employed directly
and indirectly, many thousands of
workers, and have brought under
settlement considerable areas of
country which would otherwise have
remained unused. Although tobacco
production leads to some loss of cus-
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toms revenue, producers in both industries have paid large, amounts in
taxation.
We have to face the fact that our
agriculture requires broadening, but
this cannot be done without a continuous basic policy, firmly applied
over the years, to encourage each
new form of production which passes
the experimental tests, and can be
demonstrated as practicable. Those
people who talk glibly about producing only the commodities for which
this country has been shown to be
adapted, do not understand the practical and economic problem. Their
idea generally seems to be much the
same as that of a bull charging a
gate. They want farmers to expand
production, irrespective of whether

the resultant decrease in price obtained reduces most of them to financial insolvency—as happened in the
1930's.
The policy of stimulating new
forms of farming cannot bring immediate results. For the time being
therefore, increased mineral production, or import restrictions must hold
the fort. If our inability to devise a
workable wage-price system continues to add to our internal costs,
then sooner or later we must face
the unpleasant truth that we have,
by our ineptitude, again deflated the
Australian pound, and we must devalue it still further in terms of
world currency. It is neither just nor
reasonable to expect the farming
industries to bear the burden.
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