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Editorial "The 50th Number"
THIS is the 50th number of "The I.P.A. Review". The first
I number appeared in March, 1947; so that "Review" is in
its 11th year of publication.
In the years prior to the launching of "Review" the views
of the I.P.A. on national questions were expressed in a series
of booklets published at irregular intervals. These booklets
dealt with the 40-hour' week, taxation, the need for increased
production, the distribution of national income, industrial
relations, arbitration and other matters of pressing importance
at that time.
The booklets, which were based on careful and prolonged
research, were so well received that the I.P.A. Council decided
to experiment with a regular periodical to provide a medium
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of continuing comment on industrial and economic affairs.
In a foreword to the first number, the Chairman of the I.P.A.
Council, Sir George Coles, said: "That there is need and scope
in Australia for a journal of opinion of this kind is abundantly
apparent." Australia has always suffered from the lack of
publications devoted to serious discussion and appraisal of
the economic issues of the day. The formation of public
opinion has depended too much on parliamentarians who have
limited time to think problems through quietly and dispassionately, and on the daily press whose attention is necessarily
focused mainly on the day-to-day scene.
"Review" is not designed for mass circulation. It deals
with serious matters in a serious way. It is addressed, in the
main, to leaders and prospective leaders of thought in the
various fields of our national life—politics, business, public
administration, the trade unions, the church, the press, the
universities and the schools where several thousand copies of
each issue circulate among senior students. The total circulation of the first number was 10,000. It has been built up
steadily and carefully over the years to 20,000.

are the purposes of "Review" and are they being
WHAT
fulfilled?' "Review" has three main purposes: First, to

directly influence national economic policy by well-based
critical and constructive comment on matters of current
importance. Second, to inform opinion on basic economic
issues affecting the welfare of the Australian people. And,
third, to correct false impressions concerning the operations
of private business enterprise.
If a journal is to exert a strong influence on national
policy and on public opinion it must, in the view of the I.P.A.,
satisfy certain requirements. It must achieve a high standard
of technical competence; the deficiencies of the quack soon
become manifest. The journal must be fair-minded and
intellectually honest. The policies it advocates must accord
with the national interest; they must not be specifically concocted to further the interests of particular groups. Otherwise they enter the realm of special pleading and propaganda
and will soon be recognised as such.
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"Review" has constantly striven to satisfy these standards
of intellectual proficiency and integrity.
This does not mean the "Review" is without a definite
policy or lacking firm beliefs. "Review" has a cause to promote and it no doubt suffers from the unconscious bias common to all those who believe with deep conviction in what
they are trying to do. In the broadest terms, this cause is the
cause of free enterprise. Free enterprise may mean different
things to different people. But to the I.P.A. it means, in its
ideal sense, the widest practicable spread of equality of opportunity; the maximum of freedom for people to pursue their
own ideas and to use their own native talents and the right to
be rewarded according to the worth of their contribution; the
recognition that the individual is supreme and that the state
is secondary. From this it follows that the productive and distributive mechanism should take its shape and character, in
the main, from the inspiration and enterprise of individuals,
and not from conscious and often frustrating organization
by governments. It should be a spontaneous and natural reflection of human motives and aspirations, not some artificial,
synthetic thing, imposed by those who would wish to bend
human nature and human living to their own conception of
what they should be.

I

*

T is to make a profound mistake to identify free enterprise
with a particular order of things that may exist at the
moment, or with some final blueprint for society. Free enterprise is a philosophy of living, a manner of thought, rather
than a cut-and-dried method of organising production and
distribution. There is no order of things that is not capable
of improvement, and the free enterpriser should be active
always in seeking the means of improvement.
It is not sufficiently understood that the greatest threat
to economic freedom (or free enterprise) arises from the
irresponsible abuse of freedom, from an unthinking or callous
disregard for the common good. Freedom without selfdiscipline and a sense of responsibility degenerates into the
anarchy of the jungle and invites intervention by the state
to impose order.
We believe in free enterprise because we believe that in
the observance of its broad principles lies the best hope of
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material and spiritual progress. Man achieves progress only
by becoming, in every sense, bigger as a human being. He can
grow in true stature only in conditions of freedom, only where
he is free to make his own decisions, where he can reap the
rewards of his successes and incur the penalties and learn the
lessons of his failures. He does not become bigger by being
treated like an animal in a cage, adequately fed and tended
though it may be by a benevolent hand.
Since its establishment in 1943 the I.P.A. has conducted
a continuing and vigorous campaign against the socialist
philosophy. Today, a decade or so later, many of the socialist
ideas so strongly held toward the end of World War II and the
early years of peace, ideas such as the nationalisation of industry, the tightly controlled economy administered by a
benevolent bureaucracy, and the belief that the free enterprise system is inherently unstable, have lost ground, even
with socialists themselves.
No one these days, of course, believes that any economy
can achieve stability and provide security for its members
without a great deal of direction by governments. Indeed
the pendulum has swung rather too far the other way—even
among non-socialist governments—and if "Review" shows a
disposition to labour the great importance of freedom in economic matters, of individual incentives and enterprise, it is
because a proper balance is necessary.

battle between right ideas and wrong ideas in any com1 1-1E,
munity is a battle that is never finally won. Nor has any

I
political party a monopoly of right or wrong. What has been
gained can very easily be lost. The long-range work of a
periodical such as "Review" is to contribute to a better public
understanding of economic problems. For policy, in the final
analysis, depends on what the people think.
What have been the methods and standards of criticism
adopted by "Review"? As our readers know, "Review" has
not hesitated to criticise Governments, no matter what their
composition, where we felt criticism was called for. Before
1949 "Review" attacked many aspects of the policy and
thought of the Chifley administration—the over-long adher-
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ence to detailed controls in the early post-war years, the deadening weight of taxation ,and the attempted nationalisation
of the trading banks. The great struggles of those days, when
socialistic ideas presented an imminent threat to free enterprise, are rather too easily forgotten. In recent years
"Review" has been quick to criticise the Menzies Government
on policies we believed to be misguided, notably the failure to
wrestle more determinedly with the great inflation precipitated by the Korean crisis; the general lack of awareness of
the economic frustrations pressing increasingly upon "the
middle classes"; the disposition to resort to restraints on the
private sector in order to maintain the scale of the development and migration programme.
It has always been our hope that the criticisms we have
made, whether right or wrong, would be accepted in the spirit
in which they have been advanced, namely as a sincere desire
to serve the best interests of Australia. Since the role of critic
of governments or institutions is inseparable from the functions of a journal such as "Review"—because criticism of
what is, is a necessary preliminary to what should be—a few
words on this role might help to explain "Review" to its
readers and to those whom it has criticised.
No matter how good the record, or how successful a
government's policies, the independent critic will always feel
they should have been better. The critic will tend to take perfection as his standard, and where there have been departures
from it—as, of course, there must be—he will find it difficult
to resist the temptation to point them out. Moreover, so long
as his criticism is leavened by tolerance, by the readiness to
concede the difficulties which confront a government in pursuing this course or that, he is right to do so. He is right to
plead for perfection even though he knows he is baying for
the moon.
But, if he is a good critic, he will recognise that economic
issues are seldom, if ever, decided on economic grounds alone.
What may be economically right is on occasions politically
impracticable. To some extent all governments are compelled
to trim their sails to the shifting winds, to pressures applied
from this direction or that, or to bow to a public opinion
which may be wrong but which is nevertheless all-powerful.
In government, it is usually the players who see most of the
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game. It is often not difficult for the spectators to tell the
players where they are making mistakes, but it is quite another
matter whether the spectators would have done any better had
they been in the position of the players.
But, on the other side of the picture, governments themselves should not be over-sensitive to criticism, so long as the
criticism is intelligent not foolish, so long as it is dispassionate
not special pleading. A government may feel it impossible
to follow much of the advice freely tendered to it; it should
not, for that reason, condemn the critic. The wise politician
or public administrator will recognise that in matters of high
economic policy, where human welfare is at stake, there must
be ultimate values, ideal solutions, and that it is the duty of
the critic to strive to draw attention to these values and to seek
these solutions.
WHAT success in influencing national policy and public
" opinion can the "Review" claim?
Perhaps we should not ask this question, because we are
hardly in a position where we can give an unbiased answer.
But we will risk any reputation for modesty we might possess
and say something about it. There is little doubt that "Review" is listened to and taken notice of. The views expressed
in it have sometimes given rise to big controversies even in the
highest circles of the land. They have frequently been the
subject of comment in the leader columns of Australia's great
daily newspapers. They are quoted constantly in the debates
in the national Parliament. They have been praised and, often,
criticised, but, fortunately, not entirely ignored. There are
some things for which the I.P.A. has vigorously pleaded that
have been embodied, at least in part, in governmental policies.
This, of course, may be no more than coincidence. In any
case that is probably unimportant.
When "Review" was launched 11 years ago, we had ambitious ideas for it. We hoped to develop it into a journal
which would win respect from all shades of opinion and
become a potent force for good in the national life. These
objectives cannot be achieved in a day, perhaps not even in a
decade. And if and when they are achieved, the larger task
is still ahead. It is hard enough to scale the heights; it is harder
still to stay there.
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The Forgotten Man 1957
N 1957 a great national issue is
I arising. This is the mounting irritation and frustration felt by
great numbers of people in the
middle grades of incomes at the
whittling down of their living standards and the deterioration in their
general financial prospects.
This situation is the culmination
of a slow process of attrition that
has been going on almost since the
end of the war.
The buoyant prosperity and expansion of the last decade have
brought substantial material benefits to some sections of the community. But many people falling
within that generic group traditionally known as the "middle
classes" have failed to share proportionately in the gains of the postwar economy. This applies particularly to the better educated and
professional sections of the "middle
class," to salaried business executives and to retired people dependent upon their own savings.
Among those who have advanced
their material prospects over the
post-war years are a good proportion of—although by no means all—
primary producers. High prices for
exports and an unprecedented run
of favourable seasons have brought
to many farmers a degree of financial security unknown in the lean
years before the war. Not a few
have made fortunes and many have
become solidly prosperous. Business
enterprises, small as well as big,
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have prospered too, though for
somewhat different reasons. With
the guarantee of a rapidly expanding domestic market and the new
stability provided by the full employment economy, businesses have
been able to plan ahead with a confidence unknown in the stagnant
days before the war. Admittedly
there have been exceptions, notably
some of those engaged in the importing field ; but this is an exception which proves the rule. The
large investor in equity stocks has
at least managed to keep abreast of
inflation through the appreciation
of his capital if not in the return on
his investments. The wage-earner
has gained not only from a marked
advance in real earnings, but also
from a shorter working week, an
increase in holidays, the ease with
which he has been able to find a job,
a striking improvement in all-round
working conditions including liberal
provision for his retirement, and
the great expansion in social expenditure of which he is the main
beneficiary.

B

Y contrast, the salaried and professional sections of the community have been engaged in a
losing battle to maintain their customary standards of living, let alone
advance their standards. Manufacturing returns show that whereas
average factory wages earned by
males have increased 332% since
1939, average salaries in manufacturing industry have risen by only
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263%. In 1939, the usual charge
for consultation with a general
practitioner was 10/6 ; today it is
17/6, about a 75% increase—but in
the meantime prices have trebled.
The same story applies in other
professions. For instance, to take
widely diverse fields, dental charges
have about doubled, while the fees
of chartered accountants have also
roughly doubled. The fees of tie
legal profession for many years
lagged badly behind the rapidly advancing price level ; but lawyers are
now revealing a more sophisticated
appreciation of the facts of life than
members of other professions and
have recently adopted a scale of fees
for general legal work around 200%
above those charged in 1939.
In addition, the steep rise in
rates of income tax means that taxation takes much more out of the
"middle class" income than before
the war.
Nor is the effect of inflation and
taxation on the real incomes of the
salaried-professional groups the end
of the matter. To large numbers of
these people the advantages gained
by other sections of the community,
for example the reduction in working hours, mean little or nothing
(doctors and lawyers, for instance,
probably work as long as ever).
Their savings, mainly today in the
form of life insurance or contributions to retirement funds, have been
savagely eroded by the tide of inflation. Tight finances and a continuing heavy excess demand for
labour have thrown upon the ordinary middle-class family man a not
insignificant burden of domestic
duties from which he was relatively
free in pre-war days.
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E have been two main
'THERE
'THER
for the comparative decline in the economic position of the
salaried-professional groups.
First, unlike labour, the farming
community or business, these sections have no compact, tightly organised and politically active group
to watch over their interests. And,
second, while inflation, for a time
anyway, can be the friend of some,
it is the traditional enemy and the
destroyer of the middle class.
Many sections of the "middle
class" cannot be said to have taken
kindly to the burdens they have been
compelled to shoulder. They would
have been more than human if they
had. But, by and large, they have
been amazingly patient. The middle
classes, it is true to say, comprise
among the steadiest and most responsible people in the community
and although they have shown signs
of irritation and restlessness, this
has never reached the stage of open
revolt.
There are now strong indications
that this phase is ending and that
further additions to their burdens
will not be accepted without powerful protest ; nor without far-reaching political implications. An accumulation of burdens and imposts
over the last year or two, small
perhaps in themselves, is turning
great numbers of the middle class
from a state of passive acceptance
to one of positive opposition.
One of the most significant signs
of this changing attitude is the recent mass meetings of ratepayers in
predominantly middle-class areas
around Melbourne to protest against
heavy increases in their municipal
rates. Some of the more onerous
increases in taxation in recent years
have come not from Federal or

State sources but from local municipalities. For instance, tens of
thousands of municipal rate-payers
in Melbourne suburban areas have
recently been confronted with a
doubling or trebling of both their
local council rates and their water
rates. Where, before, many in the
middle and upper-middle income
brackets were paying, say, £20 to
£30 a year on account of council
and water rates, they now find
themselves faced with a combined
bill in the region of £80 a year.
Even this might have been accepted with resignation had it not
come on top of a number of other
burdens which have been added to
their load in the last year or two.
One has only to list some of them to
realise that the middle incomeearner, who had already failed to
share in the general advance of the
post-war decade, has good grounds
for the protests he is beginning to
voice.
The Commonwealth "little budget" of March last year increased
the price of his tobacco, liquor, petrol and new motor car (if any). In
addition, the budget imposed a
general increase in sales taxes over
a wide range of other goods. A few
months later State Governments
came in for their cut. In Victoria,
motor-car registration fees and entertainment tax were sharply
raised. (A year previously the State
Governments with the return of
Land Tax to them had substantially
increased the levy on this account).
The beginning of 1957 saw a further
increase in the education fees
charged by most private schools.
Parents have been burdened also
with rising prices for children's
clothes. Tram and train fares have
risen. If he belongs to any kind of
a club, the white-collar worker has
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had to meet higher subscription
dues.
The list is so extensive that the
middle-class income-earner can be
pardoned for wondering where it
will all stop. The financial plight of
people already in retirement must
also induce in him unhappy
thoughts about the diminishing
value of his own savings and retirement benefits.
THE difficulties confronting the
THE

classes constitute the
greatest socio-political problem of
1957. It is from the middle classes
that industry draws its supply of
trained administrators and qualified
technical men — managers, executives, accountants, scientists, engineers. In an era of tremendous
industrial expansion the demand for
highly trained, educated people
of this kind becomes greater than
ever. But the supply must fail to
match the demand unless there is
sufficient financial inducement for
people to undergo the long period of
preliminary training required, and
to accept the added responsibility
demanded by the positions in industry they are intended to assume.
Ominous comparisons have recently been drawn between the vast
output of scientists and technologists in Soviet Russia and the output of comparable people in the
Western democracies. In the democracies the problem is basically
one of real financial rewards and if
the flow is to be increased the prospects for highly trained and educated people will need to be greatly
improved. The Chairman of the
C.S.I.R.O. (Sir Ian Clunies-Ross)
recently pointed out that the average salary of some 800 scientists
employed by his organisation was in
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the vicinity of £1,500 a year. Most
of these scientists had undergone a
four-year University course and
had done three years post-graduate
work. This was followed by a statement from the general treasurer of
the Association of Professional Engineers, Mr. N. G. Young, that the
average engineer was receiving less
than . £30 . a week. A survey had
shown that only one engineer in
three obtained £2,000 a year at the
age of 50.
The problem of ensuring an adequate flow of scientists and technical men is an acute one, but it is
only a facet of the larger issue
facing the middle classes generally.
The hard truth is that present social
and economic tendencies are
undermining the financial prospects
of great numbers in the middle income groups—from the salaried
business executive to the suburban
doctor, the engineer employed on a
public works project to the Collins
Street dentist.
Another indirect but nevertheless
serious result of the present plight
of these sections of the community
is the damage done to the incentive
to career advancement. For the
great majority, such advancement—
frequently through promotion to
more important duties and higher
responsibilities—requires, in addition to the necessary ability, extra
application and diligence coupled
with the urge to "get on." But, to
evoke these qualities, incentives of
some kind are essential and the person concerned must be able to see
clearly, and to experience, the benefits as he forges ahead. Otherwise
many are naturally content to seek
work, or be satisfied with a position,
that makes less exacting demands
upon them. Needless to say, this
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has .a deadening effect upon general
efficiency. It can also seriously distort views held as to the true worth
of work executed at various levels.

say that the main cause of the
rr
liscontents of the middle classes
is to be traced to inflation is to do

no more than state the problem in
its most obvious, superficial form.
It still remains to uncover the basic
cause of inflation.
The war unavoidably created a
classic inflationary situation by
greatly increasing supplies of money
on the one hand and greatly reducing supplies of marketable goods on
the other. During the war, and for
a short time after, this situation
was prevented from breaking out in
a runaway increase in costs and
prices through economic controls,
such as wage pegging and price
control, acceptable to the people only
in times of national emergency. In
1947/8 costs and prices began to
rise rapidly. Then, in 1950/1, the
Korean crisis, by its effect on world
commodity prices, generated tremendous inflationary pressure inside the Australian economy, which
would have been beyond the powers
of any government to contain. The
inflation of the last two or three
years has been of another kind. It
is not due to any fundamental shortage of supplies as in the post-war
years. Nor is it due to an unprecedented lift in export price levels.
The inflation of recent years is, in
essence, the price the community is
being called upon to pay for an ambitious plan of development and
population increase.
Even the supporters of the present
rate of development have not attempted to deny this. They have

argued that Australia cannot expect
to develop without inflation and that
any sacrifices imposed on the people
are well worthwhile for the ultimate
benefits they believe will be derived
from a rapid growth of population
and industrial expansion. From the
moralistic standpoint, there may be
some substance in the claims of the
inflationists that Australia should
be prepared to make sacrifices in
the interests of rapid development.
The moral basis of the argument,
however, collapses when the sacrifices, far from being evenly spread,
fall very largely on one section of
the community. Many in this section have now been compelled to pull
in their belts just about as tight as
they can be pulled.
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ffiHE natural feeling of frustration among a large section of the
middle class has now become the
most important single fact of the
Australian political scene. The prevention of further inflation is the
essential foundation on which an
improvement in the lot of the middle
classes can be built. Throughout
the English-speaking democracies
there are signs today of a growing
distrust of "creeping" inflation and
of a new emphasis on the importance of stable money. Australia
must now weigh carefully whether
a rate of development which cannot
be achieved without inflation and
which strikes too heavily at such
an important section of the community is practicable from the
standpoint of stern politics.

Development
A Canadian-Australian
Comparison
economic scene has been characterised by
THEthepost-war
strong emphasis on development in every part of the

globe. Of the modern industrialised countries, Australia and
Canada present the two outstanding examples of economies
in a state of exceptionally rapid growth and expansion.
There are many points of similarity between the two.
Both comprise extensive land areas, most of which is sparsely
populated and unsuited for close rural settlement. The
North-West Territories, equal to one-third of Canada's total
area, are inhabited by only 6,000 white people but the
region contains some of the potentially richest mineral-bearing
deposits in the world. Likewise the thinly settled northern
half of Australia also has considerable mining possibilities.
Both Canada and Australia depend significantly on external trade. Canadian exports in 1956 amounted to 17%
of gross national product as compared with 20% in 1938.
In Australia, exports over the last five years have averaged
around 17% of gross national product—pre-war 15%. In
1956 Canadian imports were 19% of gross national product
compared with around 16% to 17% in the preceding three
years. Australia's imports in 1955/6 equalled 16% of gross
national product; but this proportion would have been higher
but for import restrictions. In 1949/50 and 1950/51,
before restrictions were introduced, imports were running
at about 20% of gross national product. Despite the development of substantial manufacturing industries in the two
countries (in proportion to total labour force equalling
United States) primary production is still the mainstay of
their export incomes. In both countries exports of highly
manufactured goods constitute only about 6% of total exports. The Canadian export pattern, however, is much more
diversified than the Australian. Whereas in Australia one
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product, wool, accounts for almost 50% of total exports,
Canada's largest export, newsprint, constitutes only 16% of
all exports.
Both countries are pursuing large-scale migration programmes, relying significantly on external capital, and grappling with the problems of inflation and over-strained resources.
The best measure of economic growth is probably the
rate of population increase. Since 1946 Canada's population
has increased by 28%, Australia's by 27%. Although, surprisingly, in the last 10 years net immigration has added more
to Australia's population than to Canada's-868,000 as compared with 774,000—Canada has had a higher birth rate and
a lower death rate.
It is significant that Australia is contemplating a substantially faster rate of population growth in the future than
Canada. The Royal Commission on Canada's Economic Prospects, which published its interim report in December, 1956,
estimates that Canada's population will reach 26.7 million
by 1980; 70% higher than in 1956. Australia hopes to
double its present population by 1985—that is, an increase
averaging 2-1% compound, a year. (This would mean that
by 1980 population would have increased by 80%) . In
making its estimates, the Canadian Royal Commission assumed
declining birth and death rates and an average net migrant
intake in the future of 75,000 a year (equal to about 1% of
the present population). The Commission felt that net migration, on average, was not likely to fall below 50,000 a year
nor rise as high as 100,000. Australia is, of course, aiming at
a net migrant intake of 1% of population (about 100,000 a
year at present). It should be noted that this is about twice

the rate of net migration envisaged for Canada by the Royal
Commission on Economic Prospects. Racial and political,

as well as economic, considerations apparently `play a not unimportant part in determining the rate of Canadian immigration.
Economic growth can also be assessed by the rate of
capital investment. Over the last decade, capital investment
(including changes in stocks but excluding private motor cars
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which are regarded as consumer goods in the Canadian statistics) has averaged just over 25% of gross national product
in both Canada and Australia.
Because of statistical difficulties it is not possible to make
a meaningful comparison of the broad directions of capital
expenditure in the two countries, but it would appear that
public works investment has played a bigger part in the
Australian scene. This difference may' partly be attributable
to the fact that some utilities, such as power and transport,
are privately operated in Canada, whereas in Australia they
are predominantly government-owned. But the broad impression persists that capital in Canada has been flowing on
a much greater scale into major construction activities of a
more immediately productive kind, such as petroleum and
mining facilities and general industrial and commercial premises, while in Australia a greater proportion of investment
has gone into large-scale public projects whose contribution
to production is necessarily long delayed—the more inefficiently
executed these projects are, the longer is the delay in adding
to production. The latter kind of development tends to be
more inflationary than the former, since the generation of
additional incomes is not balanced by a corresponding increase
in the goods and services on which they can be spent.
In both Canada and Australia the bulk of new investment over the decade 1947-56 was financed from business
savings (i.e. undistributed company profits and depreciation
allowances) and personal savings of individuals. Probably
because of our higher farm incomes, personal savings appear
to have contributed more to investment needs in Australia
than in Canada. On the other hand, business savings have
been a relatively more important source of funds in Canada,
apparently, in part, because of the more generous depreciation
allowances granted under Canadian income tax laws. Government savings (i.e. the surplus of taxation and other current
revenues over current expenditures) which have made a
major contribution to financing Australia's public works programmes, have been less important in Canada.
In both countries foreign capital has played a relatively
minor role in financing total capital investment. Contrary
to a view sometimes expressed, over the last decade foreign
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capital has contributed more, proportionately, to Australia's
investment needs than to Canada's. This is shown in the
table below. Admittedly the comparison is complicated on
the one hand by large loans made by the Canadian Government, mainly to Britain, which represent a subtraction from
capital inflow, and, on the other, by repayments on these loans
and on loans made by Canada during the war, which represent
an addition to capital inflow. If these transactions were disregarded, the assistance which Canada has received from
external capital would be somewhat greater than shown in
the table, but it would still be less as a percentage of gross
national product than the assistance received by Australia.
Net Capital Inflow—Australia and Canada.
Net Capital Inflow % of Gross National
Product
Australia Canada
Australia Canada
$

1947
1948
1949
1950
1951
1952
1953
1954
1955
1956
1947-56

ay .

22
77
134
214
69
148
—2
25
115
148

—791
41
—49
1,056
573
—127
405
556
648
1,431

1.4
3.9
5.9
7.9
1.9
3.9
0.6
2.4
2.9

—5.7
0.3
—0.3
5.8
2.7
—0.5
1.7
2.3
2.4
4.8

95

374

2.7

1.7

Note.—Australian figures end 30th June, year stated.
Sources: National Income Estimates, Australia.
Canadian Budget Papers.
Canadian Balance of International Payments, 1955.

tremendous increase in capital inflow to Canada in
THE1956
was the main factor in boosting total fixed invest-

ment to 26% of gross national product, making 1956 the
greatest year of expansion in Canadian history. Imports of
capital goods increased by 40% in 1956 compared with a
10% increase in imports of consumer goods and a 22% increase in all imports. Despite a 12% increase in exports (in
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large part the result of capital investment undertaken in
earlier years in mining, pulp, paper, oil and other resources)
imports and "invisible" payments were 22% greater than
current earnings. The deficit, however, was more than
covered by capital inflow.
Development has had a widely different impact on the
external finances of Canada and Australia. Although Canadian imports, in volume, have increased much more than
Australian since before the war (Canada around 140% as
against Australia 70%) Canada has avoided external exchange crises and, indeed, save for the exceptional circumstances in 1947 associated with heavy Canadian loans to
Britain, has been able to add fairly regularly to her financial
reserves. Australia on the other hand has been embarrassed
by recurring exchange difficulties and has been compelled to
ration imports. This contrast in the experience of the two
countries is frequently attributed to the belief that Canada has
had the assistance of a much greater flow of external capital
than Australia. It is doubtful whether this is the fundamental
explanation.
proportion to the size of the two economies, the assistance

IN which Canada has received from external capital over the

post-war decade seems to be less than the assistance received
by Australia. Moreover, Australia has been aided by a much
greater rise in the prices of her main exports and thus by a
more favourable trend in her terms of trade. (This is shown
in the table at the top of the opposite page.)
The main explanation of the sounder external payments
position of Canada must be sought in the striking increase in
the quantity of exports. In Australia, the volume of exports
over the last five years has averaged only one-third higher
than pre-war, whilst in Canada it has almost doubled. It

seems clear that in Canada a much greater proportion of
developmental investment has gone into export industries
than in Australia. This is undoubtedly due, in part, to the
fact that much of the great flow of United States capital
*Based on average of last 5 years for which figures are available,
compared with immediate pre-war years.
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has been directed at the development of primary • esourcespetroleum, iron, metals—to supply the expanding needs of
the American economy.
Export Prices and Terms of Trade—Canada and Australia
Export Prices
Aust. Canada
1937-9

209
296
348
399
690
495
505
496
450
414

'1947
1948

1949

1950
1951
1952
1953
1954
1955
1956

= 100

Terms of Trade
Aust. Canada
1937-9

189
206
213
223
254
251
244
237
242
246

= 100

89
109
122
129
184
118
127
127
114
102

104
100
101
98
98
110
108
105
106
106

Note.—Australian figures end 30th June, year stated.
Sources: "Australian Balance of Payments", by Commonwealth Statistician.
Bank of Canada Statistical Summary.

The stronger balance-of-payments position of Canada
may also be partly attributable to her greater success in
avoiding internal inflation and consequent cost and price
rises. The relative movements in retail prices in the two
countries are set out in the table below:
Percentage Increase in Retail Prices
Canada
Australia

1945-56
1950-56
1955-56

132
70
6

58
17
2

Source: Commonwealth Bank Statistical Bulletin, February, 1957.

Admittedly there are certain extenuating circumstances
in the case of Australia. For instance, the tremendous impetus to inflation given by the Korean wool boom- made Australia's task of restraining costs and prices much more difficult.
But, confirmation that Australia has generally subjected its
resources to greater strain than Canada is to be found in
the relative employment situation in the two countries. Over
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Development — A Canadian-Australian Comparison
most of the post-war period the Australian economy has been
afflicted with the fever of over-full employment while
Canada, for the most part, has avoided placing an excess
demand on available labour resources. Canada's employment
figures are affected, admittedly, by the large amount of
seasonal employment in the Canadian economy.
Canada also seems to have been aided by a substantially
greater improvement in productivity. The Royal Commission
on Canada's Economic Prospects states that productivity per
man-hour in Canadian agriculture has increased by 75% since
1946, mainly because of good seasons and the increasing use
of power and machinery on farms. The number of people
engaged on farms has declined by 30% since 1946. It also
estimates that productivity in manufacturing has been increasing at about 31% per annum. No official statistics are
available of man-hour output in Australia, but it would
appear from the Commonwealth Statistician's index of farm
production that output per man in agriculture may not have
risen by more than a third since 1947—the numbers occupied
on farms is now slightly higher than in 1947. Figures of
national income per head, adjusted for price changes show
a 17% increase for Canada since 1947, compared with only
a 2% increase for Australia since 1947-8. As the national
income figures are affected by Australia's more favourable
terms of trade, it seems reasonable to deduce that over-all the
rate of productivity increase in Australia has been well behind
that of Canada.

Canada, living in the shadow of a friendly giant, has
not the same urge as Australia to increase her population
in the interests of national security. Canadian development
has thus been less a conscious effort at population building
than a natural consequence of the commercial exploitation of
new, rich resources. Whereas Australian development has
been largely a matter of deliberate national policy, the character and magnitude of the Canadian expansion have been
greatly influenced by the desire of American businesses to
exploit new discoveries of oil and minerals to satisfy their
raw material requirements.
Page 50

Both Canada and Australia are grappling with a fundamental economic difficulty—that of combining an exceptionally fast rate of growth with stability in the external balance
of payments and the avoidance of internal inflation. Whatever the reasons, Canada has so far apparently met with a
greater measure of success. Prices have risen much less
rapidly than in Australia, and the Canadian expansion has
been accompanied by a marked improvement in all-round
living standards. On the other hand it can be said that
Australia has, in a sense, consciously sacrificed progress in
living standards in order to maintain a rate of development
satisfying both to her national pride and her desire to achieve
greater national security.
Canadian development has also proceeded without encountering serious balance-of-payments' troubles such as those
that have plagued Australia. Those Australians who are inclined to attribute Canada's success largely to American
dollar capital overlook the fortuitous assistance which their
own country has received from highly favourable terms of
trade.
Whether or not by deliberate design it is a fact that
a large part of Canada's developmental expenditure has

directly assisted the balance of payments, whereas in Australia
new investment has been devoted in the main to activities
whose chief outlet is the domestic market.
Development in both countries has not been without
its attendant costs and risks. The great expansionary movement in this country is clearly dependent upon the continuance of high prices for our major export commodity, wool.
Against this it might be argued that the Canadian economy
has become so closely tied up with the American—exports to
the United States now comprise 60% of all exports as compared with 33% pre-war—that Canada's fortunes are dangerously vulnerable to recession within the United States and
are to some extent at the mercy of American economic and
commercial policies. It should not be forgotten, however,
that the sterling countries are also sensitive to fluctuations in
American prosperity. Some Canadians see a possible source
of weakness in the spectacular Canadian development in the
increasing control of American interests over some of the
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key sectors of their industry. They fear that this might
eventually threaten long-cherished Canadian ideals of independence. On the other hand the advantages of a development which would not be feasible without large amounts
of American risk capital are abundantly.recognised; indeed they
are strongly emphasised in the recent report of the Canadian
Royal Commission on Economic Prospects. In any case
Australians should not forget that overseas capital has been
responsible for around 50% of the new investment in Australian secondary industry in recent years and is also playing
a major part in the development of newly discovered mineral
resources.
The immediate proximity of Canada to the United States
unquestionably gives her certain advantages over Australia,
whose remoteness is a serious drawback. Canada cannot help
benefiting, not only from the vast capital resources of the
U.S.A., but also from the incomparable know-how and techniques of American industry and the generally dynamic
attitude of mind which seems to pervade the American
economy.
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"1957 and Beyond"
HE Commonwealth Government,

1 and those directly concerned
T
with its preparation, are to be com-

mended on the 1957 Annual Economic Survey. The Survey is a sound
and, in broad comprehension and
general balance, brilliant essay in economic analysis. It possesses the saving grace of intellectual humility—in
these days a quality too little in
evidence; it does not pretend to be
definite about matters where definition is not warranted by available
facts or knowledge.
The theme of the document, of
course, is growth, and the Survey is
an exceptionally skilled, although not
finally conclusive, exposition of the
economics of growth in the Australian context. The crucial issue
before Australia is not an issue of
development or stagnation. Let it
be said that there is probably no one
in the length and breadth of the land
who does not strongly believe that
this country is in the throes of a development unprecedented in its history, and, further, that this is as it
should be. The question is one of
how fast we can or should try to
develop. On this, there has been

and will continue to be legitimate
differences of opinion. Twelve or so
months ago the I.P.A. took the view
that we were travelling too rapidly,
that we were imposing strains on the
economy that could lead to a breakdown which might destroy for the
time being all prospect of further
large-scale development. The Commonwealth Government apparently
leant toward the same view, for, as
the document says : "Later in 1956
the Commonwealth determined the
immigration target for 1956/7 at a
level appreciably lower than that of
of 1955/56".
It is difficult to understand why
those responsible for the Survey have
been accused of timidity. A document that contemplates the continuance of a population increase of
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around 2-% a year (including a net
migrant intake of 1%) can hardly be
said to reveal a disposition to overcaution or lack of faith in Australia's
potential to grow and develop. But
it does not belong among the "expand or be damned" school of
thought. On the contrary it recognises frankly that the process of
rapid economic .expansion gives rise
to special difficulties and problems.
These problems are not just the figments of a morbid imagination. On
the contrary, as the Survey makes
clear, they are inseparable from development of the kind Australia is
undertaking and the only sensible
thing to do is face up to them. This,
surely, is the path of realism and
commonsense.
HE important thing that the Survey does is to emphasise that
development is not a perfectly painless procedure, that it has its costs,
and that these costs have to be paid.
Many quarters, some influential, reveal either a dangerous ignorance of
the costs or an obstinate determination to pretend that they do not
exist. This is the road to disillusionment and eventual economic breakdown.
What are the costs?
The first is that large-scale
development requires large-scale
amounts of capital. This capital can
be provided, in the main, only out of
the savings of the people, and this
depends on the extent to which they
are prepared to restrict their expenditure on their every-day consumption needs. Development gives rise

T

to a clash between what we would
like to have in the present and what
we must devote to the future if the
process of growth is not to be slowed
down. Large-scale, rapid development thus unavoidably implies a
lower standard of living in the present than would otherwise be possible.
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There is no way around this dilemma. The problem can be eased by
supplementing our own savings with
the savings of people in other countries, that is by borrowing abroad.
But this in turn gives rise to difficulties of its own. Among other things,
as the Survey points out, there is
the hard fact that overseas capital is
not easy to obtain in any great quantity. The supply is not unlimited
and Australia is only one among
many countries clamouring for
capital from abroad for development
purposes.°
The extent to which people are
prepared to save (in other words to
restrict their current consumption)
is never likely to be sufficient, even
with the assistance of overseas
capital, to finance the investment
needs of large-scale development.
As the Survey astutely points out
the natural disposition of most people
is • "to spend in the present rather
than save and put aside for the
future".
How, then, is the short-fall of savings to be made good? Throughout
the postwar years it has been made
good by taxation, by, in effect, supplementing the savings which people
and institutions are prepared to
make voluntarily by "savings" enforced on them compulsorily. The
Survey states that since the war
practically all the capital expenditures of the Commonwealth have
been met from current revenue and,
in the last five years, £370 million,
mainly from taxes, has been contributed to the public works and housing programmes of the States.
Despite the hopes voiced in the Survey, it is unlikely that this situation
will alter much in the future. In
other words, one of the inescapable
"In any case Australia has not done too badly.
About half of the new investment in manufacturing industries in recent years has been
provided by overseas capital.
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costs of rapid growth in the Australian setting is a high level of
taxation. This has not been suf-

ficiently understood and has led to
serious inconsistencies of thought.
For example, the most ardent advocates of rapid development are not
infrequently in the van of those calling for big reductions in taxes.
But taxation carried too far, that
is to the point where it begins to discourage individual effort and corporate enterprise, will impede, not
promote, development. There are

limits, therefore, to the extent to
which the tax instrument can be
used to finance the immense public
capital expenditures which development in Australia requires.
The rate at which development
can proceed is thus governed by the
amount the people are prepared to
save, the capital which can be borrowed abroad, and by the amount
made available for this purpose
from government revenues. It is
the persistent pressure or tendency
to exceed these limits, to spend more
on capital purposes than the money
available from these sources, that is
so dangerous—dangerous because it

leads directly to inflation with rising costs and prices.

O doubt it is possible for a
N
short time, and in favourable circumstances, to speed up development if we are prepared to
overlook the costs of inflation ; but in
the end the process must be self-defeating. First, continuously rising
costs must eventually injure export
prospects and make it difficult, if
not impossible, to achieve that steady
expansion of export income which is
necessary to maintain development
over the long term. And second, expectations of continued inflation
weaken the propensity to save.

People and businesses spend more
now because they think costs and
prices will be higher in the future.
There is a significant sentence in the
Survey which may provide the key
to some of the more recent tendencies in the financial and economic
policies of the Commonwealth Government. "Probably the first requisite of a stronger disposition to
save is stability of costs and prices ;
nothing does more to discourage provision for the future than a fear that
the real value of savings will be
eaten away by inflation". If this
is evidence of a determination at
Canberra to achieve a stable value
for the Australian £, it means that
the Commonwealth Government is
aligning itself with authoritative
thought in high financial circles overseas which appears to have set its
face against inflation of any kind,
whether running, walking, or crawling.
A further cost of large-scale
growth is that it increases our requirements of imports. The Survey

contains an interesting and important, although not fully satisfying,
discussion of the impact of development on the balance of payments.
It states flatly that development will
increase, not reduce our demand for
imports—"we can be sure that our
import requirements will keep on
rising as the economy expands".
Import replacement, the Survey
seems to suggest, may assist with the
balance of payments in industries
which are efficient and well-founded,
but is likely to be self-defeating if
carried too far too fast thus resulting in high cost production.

If the need for imports grows as
the economy grows, it follows that it
is all-important to achieve a progressive increase in exports. The

Survey appears to be confident that
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this can be done, provided we keep
a tight rein on costs and concentrate
our efforts in those activities where
we have the greatest natural and
economic advantages. The authors
of the Survey are, however, careful
to qualify this optimism—which, on
the whole, seems justified : "Much
depends here on world prices for raw
materials, especially on prices for
wool, which are always unpredictable". The qualification is worth
noting.
In an important passage the Survey points out that national growth
is not only a question of increased
numbers of people. Among other
things it is a matter of higher living standards for all Australians,
new as well as old. "We would count
it a poor achievement to increase
population at the price of lagging in
those matters."
'THE Survey confirms in striking
TH
the great merit of the
Commonwealth Government's decision to publish annually a White
Paper reviewing the state of the
economy. Not the least of the advantages of these Surveys is that
they compel high government officials
to think through the economic difficulties of the day and to study the
economic problem in its totality. In
the process, the advice they offer to
governments cannot fail to benefit.
Moreover the public understanding
of economic issues must be immeasurably advanced—especially if
future surveys attain to the same
high quality as the present one. It
is not necessary to agree with everything in the Survey to say that those
prepared to sit down to the three or
four hours of solid study that it demands will rise with a much better
appreciation of the complex character of Australia's economic problem.

Politics,
Economics and
Persons
By

Sir John Latham

The contributed article for the 50th number of "Review" has been specially
written for us by Sir John Latham, former Chief Justice of the High Court of
Australia.
Sir John hardly needs introduction. He has risen to eminence in many fields,
scholastic, legal, political, diplomatic. Among many other high offices, he was
Deputy Prime Minister from 1931 to 1934 and first Australian Minister to Japan.
Sir John is an Australian "elder statesman", one of our most distinguished
living citizens, a respected leader in public and national affairs.

'THERE is more debate, discussion
and controversy in the world today than ever before. The great
development in means of communication in recent years has made
every people more conscious of itself in relation to others and more
aware of the existence of large-scale
problems in many countries. The
magnitude of some of these problems
often invites, and sometimes necessitates, action by Governments rather
than, or in addition to, action by individuals. Thus the area of what
are regarded as "public affairs" has
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greatly increased in modern times.
The distinction between public affairs and private affairs is challenged by the growing power and increasing activity of Governments in
most countries of the world. In
totalitarian countries the distinction
is really not recognised.
Some personal behaviour has a
Public significance. The existence of
a community as a social entity necessarily involves some limitations upon
personal action. Law operates upon
persons and frequently consists of

prohibitions and restrictions of conduct. Some acts, such as murder,
assault and theft, are regarded as
anti-social . and are punished by all
communities. The health of individuals and the education of individuals are, in modern societies, matters of public concern, and provisions
relating to these subjects necessarily
control the conduct of parents and
others. Control by some form of
government is a condition of order
and security—security of life, as
well as of property. The degree to
which control is justifiable is one of
the many problems which vex the
world today.
Australia was settled by British
men and women ; our traditions are
rooted in British History. In the
evolution towards democracy in
Great Britain the emphasis was upon
the growth of freedom, upon the
right of men to manage their own
lives and to have their own ideas in
their own way, subject only to what
were regarded as social necessities.
After 1688, and more particularly
after the Reform Act of 1832, the
British Parliament (based upon a
franchise becoming more and more
liberal) achieved unchallenged legislative power. The Ministers executing the law become responsible to
Parliament and the independence of
the judiciary was firmly established.
It was thought that the battle for
freedom had been won because Parliament, controlled by the people,
was all-powerful.
The questions which aroused the
most active interest of the people in
the 19th century were, in substance,
purely political in character ; consider, for example, five of the demands of the Chartists in 1848—
secret ballot, manhood suffrage, payment of members of parliament,
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abolition of property qualifications of
members, annual parliaments. All
these claims were of such a character that they could be effectively
satisfied—and they were satisfied—
by legislative action. For example,
to introduce voting by ballot, it was
necessary only to make a law and the
thing was done when the obvious
administrative arrangements were
made. There accordingly developed
an idea that Parliament could do anything—that it was really omnipotent.
If the people, or a majority of the
people, wanted anything, all they had
to do was to elect members to parliament who would vote for it. This
idea that a parliament, or a government which is controlled by a parliament, can do anything if it will
only decide to do it, is still operative,
especially in an Opposition party—
as long as it is in opposition.
In Australia and in Great Britain
most of the strictly political problems have been solved in a manner
generally regarded as satisfactory,
at least in principle. Parliaments
are now very largely concerned with
social and economic affairs. A comparison of a present day annual volume of statutes with one of 50 years
ago will show how true this is.
'MOST, if not all, social problems
have some financial, and, therefore, some economic background.
Such problems can rarely be solved
by simply making a law. Sir Winston
Churchill, many years ago, in a
Romanes Lecture, emphasised the
difference between economic problems and purely political problems.
In a democracy, the latter can be
solved by a majority vote, but (he
said by way of illustration) if the
problem is to discover a cure for cancer, a majority vote of the people
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or of a parliament is completely irrelevant—so also an economic problem can be solved only by taking the
right action, whatever that may be,
and not by a mere vote.
This does not mean that there
should be government by economists.
Economic considerations are the relevant element in selecting the means
whereby an economic end can be
achieved (though political or ethical
considerations may exclude the use
of some particular means) but the
choice of the ends to be pursued involves many other than economic
elements. The most obvious instance
is to be found in defence of the
country. A defence policy is thought
out after considering international
relations, making a judgment as to
present and foreseeable dangers, and
making an estimate of the resources
of the country. Only the latter is a
completely economic question. The
carrying out of the policy will present economic problems, but the
policy itself cannot be determined
upon purely economic grounds. So,
also, with social questions. Whether
some special support or help should be
given to a particular section of the
community in preference to other
sections is a question of policy, upon
which opinions will differ, but the
choice of means of giving such support or help will quite possibly so
affect other sections as to make a
particular policy impracticable from
an economic point of view.
A Poujadist abolition of taxation
appealed to many people in France
before they saw that it was foolish.
A hundred per cent. increase in taxation in Australia in order to provide
further funds for social services
would not double the revenue of a
government—it would destroy industry and reduce most of the people
to poverty.
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IT is obvious that, over a period, the
general well-being of a modern
country depends very largely upon
the maintenance of a certain level of
economic prosperity. The Marxist
view of history concentrates upon
economic factors to the practical exclusion of all others. So, today, a
communist state subordinates everything to economics ; that is, to go
back to the words of Adam Smith, to
the creation of "Wealth of Nations".
When a government in control of a
country bases its policy upon such a
concept it subordinates all other
values to economic achievement.
The government brings all production
under governmental management,
regardless of what is said to be only
temporary misery of the people.
That misery is to vanish in the
future when state control is absolutely complete. No opposition to
the Government can be allowed. All
criticism must be within the limits
of what a government declares to be
the only true policy, which is the
policy of the only political party
which is allowed to exist. If opponents do not submit, or if they
cause any trouble, they are put into
labour camps or killed—the technical term is "liquidated". Thus, in
China and Russia, many millions
have been killed in order to clear the
ground for the application of a policy
which presents economic achievement as the all-important condition
of social advance.
A state organized on these lines is
opposed in principle to toleration.
The people of England took centuries to establish toleration of dissident opinion. But the totalitarian
state can allow no dissent — in
thought or in action. Thus, quite
logically from the orthodox point of
view, political thought, literature

and the arts, all societies or associations, where people can meet and interchange ideas, are strictly controlled by the government. The
state plans the lives of its people.
It prevents them from obtaining
knowledge about other countries by
jamming broadcasts, by prohibiting
the general importation of books and
newspapers, by censorship, and by
suppression of any effective criticism
of policy. It makes its people
frightened even to talk to a
foreigner. Movement within the
country is strictly controlled and no
one can leave the country except
with the government's permission
granted for some special reason.
As already stated, it is obvious
that any ordered society involves
some limitation of freedom, but is
economic efficiency promoted by the
abolition of freedom and the extension of government control over all
productive industry?
It is argued that a state-conducted
monopoly, staffed by the ablest men
who are politically sound (this becomes a real and necessary provision), will be more efficient than
separate enterprises managed by all
kinds of individuals. Some of these
enterprises are controlled by able
men with a sense of social responsibility; others by able men with no
such sense ; or by ordinary selfseeking persons ; or by men of mean
outlook ; or by hopeless inefficients.
It must be conceded that in some
matters, for example, the supply of
gas, electricity, water, provision of
roads, bridges, ports and harbours,
there would be no sense in allowing
competing organizations ; these are
essentially public services in which
duplication or multiplication of controls would be absurd.
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NE argument of some weight in
O
reply to the arguments for the
nationalisation of industry and gen-

eral state monopoly is to be found in
the danger of putting all your eggs
in one basket. Failure of a largescale state monopoly enterprise is
much more damaging economically
to the community than failures of
smaller separate enterprises. The
individual person who runs a farm or
a business must make some degree
of success of it if he is to continue.
The bankruptcy law provides the
penalty for failure in the case of the
individual who fails. The risk of
bankruptcy, or, in other words, the
necessity of economic success, is a
constant stimulus to effort in the
case of private enterprise. This
stimulus is often absent in the case
of a state monopoly. It is often difficult to discover whether a state undertaking is making a loss or not.
If it is, then all that usually happens
is that "the taxpayer absorbs the
losses". No one loses his job or
risks losing his living. I doubt
whether anyone really thinks that
private enterprise would have lost
£36,000,000 in an unsuccessful attempt to grow peanuts in Africa.
People who stood to lose their money
would have made a thorough preliminary investigation and they
would not have carried on—indeed,
they could not have carried on—until there was a loss of £36,000,000.
There are so many poorly managed
and inefficient private enterprises
that there is a natural temptation to
get rid of them and to substitute
what is ,hoped to be an over-all efficiency by placing them under state
management. But the inefficient
people will still be alive and, as civil
servants, or something like civil servants, will have to be "absorbed by
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the taxpayer". They would not be
improved in economic capacity by
making them slaves working all the
time under a master's order—but
this, it is well known, is an incidental
feature of a totalitarian state controlling all production.
IT has often been said that men
working for a state monopoly will
work better than when they are
working for a profit-making employer who, because he needs a profitable concern if he is to carry on,
is often described as "grasping".
Experience shows that the workers
unfortunately fail to realise that because they are working in a government undertaking they are
"working for themselves". There is,
for example, more industrial disturbance in public transport in Australia and Great Britain than in
most other industries. The reasons
are obvious enough. First, the magnitude and importance of such public undertakings makes the pressure
upon the community, in the case of
an industrial disturbance, more
serious than in other cases. The
fact that a strike is a strike against
the community and not against a profit-making employer does not trouble
the strikers. Secondly, in the case
of a public enterprise, political pressure, irrespective of the merits of
the dispute, can be brought to bear
more effectively than in other cases.
Persons employed by a government and really subject to governmental control often work under very
serious handicaps. A minister is responsible for what they do., Possible
questions in Parliament and debates
in Parliament hang over their heads
in matters where responsibility is
involved and where it is thought by
somebody that political advantage
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may be gained by challenging what
has been done. Accordingly, the public servant in a position of authority
—unlike the man in private employment—must be prepared to justify
what he has done by showing a record with stated reasons. What is
not set forth "in the file" is generally ignored, when questions arise.
Hence unavoidable "red tape", for
which civil servants cannot fairly be
blamed. They cannot be expected
to take the risks which are daily
taken in private enterprise. Managers in business who cannot take
risks are not likely to be in the van
of progress.
Nationalisation of industry, or
socialisation of industry (to use the
now preferred description) was for
years presented as a sovereign
remedy for economic and social
troubles. This faith has now faded.
Nationalisation is no longer presented
as a cure-all. It is now said by its
advocates that nationalisation should
be approved only when it is necessary in order to prevent anti-social
exploitation of the workers or of the
community — a proposition from
which few would dissent. There are
less drastic and less dangerous
methods of preventing such exploitation. If a particular private undertaking becomes too powerful and operates without a proper sense of
social responsibility it can be curbed
by law and brought into line with the
true interests of the community.
There is now a greater willingness
on all sides to consider proposals for
nationalisation on their merits in individual cases rather than to look at
them in the light of a dogma, either
of nationalisation as the prime object of political endeavour, or of unrestricted private enterprise as the
condition of an ideal society.

It is also, nowadays, increasingly
realised that a country which needs
capital investment for the purpose
of development will not get it from
any other country if there is ground
for apprehending a policy of nationalisation. Nasser in Egypt, Mossadeq
in Iran, and the confiscation of
foreign investments in China have
shown the risks very clearly.
'THUS state management of in1 dustry cannot be regarded as a
guarantee of economic efficiency.
Doubtless, it would have some success, but it would have its failures,
and the failures would probably be
disguised and would be more disastrous than individual failures.
"Planning" is the exercise of intelligence with respect to a problem. Planning is essential in any
enterprise of complexity and magnitude. All engineers, all architects,
all builders, all managers, indeed all
persons in positions of responsibility,
plan their work. But when planning
goes so far as to direct all the economic activities of a people, and, as experience has shown, as a consequence,
to direct all that they do and think,
it ignores all but economic values.
If all my life is planned by somebody
else, even by a politically "sound"
government "Board of Control", I
am not really a person. This is the
fundamental objection to a wide extension of state control.
From a practical point of view,
the U.S.A. is one of the difficulties
in the path of those who advocate a
great extension of government activity. The U.S.A. is, from the
economic point of view, the outstanding success of the world. It has had
its failures but its over-all economic
success cannot be denied. It is an
individualistic economy, with a. dePage 61

veloping education in social responsibilities, and with the highest standard of living in the world. No sensible person claims that it is a perfect society. It suffers from the fact
that any failure to attain perfection
is widely publicised by critics who
do not trouble to look at the beam
in their own eyes. But even they
cannot truly challenge the general
success of this individualistic system.
N all democracies of the free world

I the individual has a far better op-

portunity to make the best of himself in his own way than in any
totalitarian country where submission to a political doctrine is a condition of not only being able to earn
a decent living but often of being
allowed even to exist.
Democracy can be maintained only
so long as there is substantial agreement amongst the people upon some
fundamental principles—what is now
called in words more popular than
precise, "a way of life". In a community in which basic political principles are accepted as common ground
there can be a political system which
permits, and even encourages, the
existence of opposed political parties.
One party can succeed another party
in the government of a country without a revolution. The leader of a
party not in office can be described
as the Leader of Her Majesty's Opposition. Anyone may oppose the
Government but everyone must obey
the Law. That is one of the British
discoveries in the art of government,
but such a rule can work only where
the law is not inconsistent with basic
principles strongly maintained. If,
for example, a party in power alters
the law in such a way as to prevent
the existence of any opposition party,
then opposition to the government
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the single-party state, with intimidation and terror as its instruments,
comes into existence. Thus, democracy involves an element of practical
compromise. It means that the
"other side" in politics may have
something to be said for it and that
at least it can be trusted with the
responsibilities of government. A
king in an absolute monarchy, or a
dictator like Cromwell, who believes
that he is divinely inspired, becomes
a tyrant as a matter of duty—no one
must be allowed to thwart the will
of God. A political party also becomes a tyrant if it believes that it
is infallible and that all opponents
are enemies of the people who must
be crushed in order to accomplish
what is claimed to be the good of the
people. Democracy involves the right
of the people to change their government and the possibility of doing
this by constitutional means.
EMOCRACY is sometimes reD
garded as meaning simply "rule
by the majority". But there can be a

tyranny of a majority as evil as the
tyranny of a dictator. A majority
for the time being in a parliament
should not regard itself as entitled
to do everything that it has power
to do. It should recognise limits to
political action by respecting the
rights of minorities and of individual
persons. Lord Acton said that the
degree of civilisation of-a community
may be judged by the respect paid
to minorities. When the American
Colonies revolted in the 18th century
they did not revolt merely against
George III, they revolted also
against the British Parliament. In
the Constitution which they adopted
they limited legislative power by
provisions which bound their legislators—freedom of religion, freedom
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from arbitrary arrest, the right to
habeas corpus, freedom of the press
and of assembly, no taking of property without just compensation.
The Constitution provided that no
legislature could interfere with
these rights. These checks upon the
supremacy of a Parliament, rather
than unlimited power given to
majorities in elected legislatures,
are regarded by many (and with
reason) as the essence of democracy.
Such principles as these should always be remembered as a proper
limitation upon political action even
though there are no express constitutional restrictions. In general,
they are observed by all political
parties in Australia. It is only occasionally that we hear advocacy of
policies which are to be irreversible,
that is, policies which cannot be
changed by constitutional means, but
only by a revolution of some kind. We
only occasionally suffer under such a
law (in some States) as compulsory
unionism. This law compels men, as
a condition of earning a living at
their trades or occupations, to join
unions which are not only industrial
organizations but are also the principal support of a particular political
party. For many years the ancestors
of our trade unionists struggled for
the right to join a union. Now some
of their successors have made it a
legal duty to join a union—penalty
—loss of livelihood for a man and his
family. The compulsory support of
some political party—I ignore any
provision (quite unreal in practice)
about "contracting out" — is as
wrong in principle as compulsory
support of a particular church.
A man who, against his will, is
(to use an Australian wartime word)
"manpowered" into work which he
dislikes is not likely to work very

well. Even if his work is in itself
congenial enough, the chances are
that he will resent being compelled to
do it. A man of enterprise and force
of character wants to choose his own
work so far as he can. No system
will give every man everything that
he wants, but it may be, and ought
to be, an aim of government to give
him, so far as his character and
abilities allow, the maximum opportunity of choosing his work. Under
a totalitarian government, or under
a wide system of state planning of
production, that cannot be done.
There is a frustration of individual
life and enterprise and that is something, that in the long run, no community can afford. In so far as the
state assumes power and responsibility, the responsibility of the individual for what he does is diminished, with an inevitable effect upon
personal character. An example is
to be found in our own country in the
provision of old-age pensions, which,
in some form, are unanimously approved. But one unfortunate effect
is that large numbers of sons and
daughters recognise no responsibility
whatever towards their parents. If
the parents have reached pension
age, the children say (and it is true)
"They can get the pension". If they
are disqualified wholly or partially
by possession of property, they can
qualify by getting rid of their property—preferably to their children.
The provision of benefits by a government, without any contribution
by the recipients, is generally regarded as "something for nothing",
and has side-effects which create real
problems for which, in many cases,
no solution has yet been found. Even
in the welfare state of Great Britain,
where there are contributions .by individuals to the cost of social services, there is a growing desire to
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get out of the country to Canada,
New Zealand or Australia where, it
is thought, there is less government
regulation of private life. It has
recently been stated by an apparently
responsible authority that almost 1
in 5 of the adult population of Great
Britain wishes to emigrate. The
figures of intending, waiting, and impatient migrants tell their own story.
(The atom bomb explains much
but not everything.) The London
"Times" has recently said that many
young men with high qualifications
feel frustrated in England and are
leaving the country in such numbers
as to create serious problems in filling high-grade positions.
Helping the poor and the sick and
the old is a public duty, when they
cannot help themselves, but all such
measures require, and would repay,
much more careful policing than they
usually receive. Some real endeavour should be made to adjust
them to individual needs.
Men of character and personality
want to make their own lives and
are prepared to be responsible for
their own lives. These are the men
upon whom the progress of the community and the maintenance of prosperity depend. They are absolutely
essential to progress and no society
can afford, upon a long view, to
diminish their sense of responsibility
and to frustrate their capacity for
initiative and enterprise.

POLITICS is often described as the
1 science of the possible. Politics
is not a science, and never will be
until complete agreement in ideas
and ideals has been attained by conformity to some prescribed standard.
That cannot happen in what we regard as a free society. Politics is
rather the art than the science of the
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possible, but such statements as
these give no real content to the
subject of politics. They only express a limiting condition. They
mean no more than that no political
action can accomplish the impossible, and that statesmen should always remember this really obvious
fact.
Economic considerations, it has
been submitted, constitute limiting
conditions upon political action, and
economic problems cannot be solved
by a popular vote or a parliamentary
decision. It is further submitted that
the effect of political action upon the
character of a people is the fundamentally important factor in political action. Goethe said "The highest
good for human creatures still is
personality". Social control necessarily increases with the increasing
complexity of our civilisation, but
the ultimate criterion of political and
public economic action should be the
effect upon the character of the
people. For example, one pressuregroup should not be allowed to succeed in an unjustifiable claim which
will unfairly prejudice other sections
of the people. When this is allowed,
government runs the risk of declining

into successive capitulations to pressure-groups with a consequent reliance by the people upon the state and
ultimately a diminution, or even a
repudiation, of personal responsibilities. The tendency is to try to get
the government to do everything and
to blame the government for everything that goes wrong. People holding such ideas cannot hope for a
worthy future.
Politics and economics are profoundly important. They are important because of their effect upon persons, and that effect can often be
ascertained or understood only after
experience and not by the application
of some dogmatic political or economic theory.
Public affairs (national and international policy) with their economic
backgrounds—important as they are
—are not the whole of life. In the
ultimate analysis they are important
because of their relation to, and their
effect upon, private affairs—those
things in life which are most close
to man—his own personality and
self respect, his family, his work,
and his freedom of association with
his fellows in a truly social community.
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