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The I.P.A. is over 16 years old.
In those 16 years there has been a remarkable change in
the political and economic climate in Australia.
When the I.P.A. started, the future of free business.
enterprise in Australia. and also in other countries, was highly
uncertain. Most of us will have vivid memories of the years.
around the end of the war. Public opinion was clamouring for
great changes and these changes envisaged government planning
of our economic life, based on socialistic ideas, on a scale that
was frightening to those of us who believed in free enterprise.
But in 16 years the wheel of opinion has turned.
"Socialism" today is not a popular word in Australia nor, indeed,
in other advanced industrial democracies. In the British election
earlier this month, the Conservative Party was returned with a
triumphantly large majority. The great socialist battle - cry
of "nationalisation" has lost its glamour. In the meantime
business has prospered; the living standards of many have
improved beyond recognition; the ownership of property has
become more widely shared. Increasing numbers of people are
investing in public companies and thereby establishing a stake in
the welfare of the free enterprise system.
In many quarters, business by its achievements has won.
public respect; in all quarters, I think it is true to say that it is
better understood, even by those who may not be sympathetic
to it. Industrial relations, which were in turmoil after the war,
have seldom been more stable. Political differences are far less,

violent and less divergent than they were in the last half of the
1940's. Free enterprise, for the time being, seems firmly
established as part of our Australian way of life.
Many things have combined to bring about this transformation of the political climate; but I think we are justified in
claiming that the I.P.A. has made a not insignificant contribution
-to it.
Free enterprise, is, of course, no more than an expression
of freedom in the economic field. But there is one great, profound
truth about 'freedom that we should never forget. It has to be
fought for continuously. It has to be earned anew by each
succeeding generation. The generation that takes freedom as its
birthright, as something it is entitled to as of right, that never
really bothers to think about it, that does nothing to maintain and
to strengthen it, is on the way to losing its freedom. That is why
the kind of work which the I.P.A. is doing must always have
-a permanent place of great importance in our community. It is
.a work that is never — and by its nature cannot be — complete.
Today, the free enterprise system throughout the world is
facing a tremendous, decisive challenge. It must demonstrate to
the awakened peoples in the under-developed world that it is
superior, superior both in its ability to get things done and in i4
capacity to satisfy the deeper aspirations of the human heart, to
the totalitarian methods of Communism.
I have had the privilege of seeing, at first hand, something
of Communism at work in a visit which I made to Moscow a
month or two ago. It is nearly half a century since the Russian
Revolution. This show city of the Soviet Union, which is not
necessarily indicative of present-day Russia as a whole, is a city
full of contradictions. It is ancient and modern. The City looks
prosperous and the people in the streets, in the main, look drab.
•0n the one hand, magnificent public edifices, magnificent underground railways with marble corridors and mosaic ceilings, wide,
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tree-lined boulevards and public parks, and a colossal,
permanent agricultural and industrial exhibition of 70 pavilions
which must have cost billions. On the other hand, judging by
the clothing of the people and the queues in the shops, an obvious
inadequacy of food • and clothing. The targets of the 7-year plan
clearly confirm this shortage. Wages are low and food and
clothing dear. Rent is • cheap, but the housing situation is
desperate and this despite the hundreds of eight-story apartment
houses erected since 1950. There are, however, a staggering
number of television aerials. They have an obvious significance
as a propaganda medium. There are cars on the road but nothing
like the number normal to Western cities. A shortage of labour
is evident by the employment of gangs of women on the streets
and on scaffolds of buildings.
There has been, it is true, a notable lift in living standards,
but they are still deplorably low compared with what we are
accustomed to in Western countries. And notwithstanding the
improvement that has taken place, the people of Moscow seem
to be subdued and the demeanour of the people in the streets
appears to reflect a lack of spontaneous enjoyment and happiness.
They have to take what they are given, because under Communism
Or any autocratic rule it is the Government that decides priority
of productivity, whereas, in a free enterprise community, it is
the consumer who so decides.
One naturally queries: "Can this suppression of consumption
and the concentration on "capital" today be justified in the
interests of raising consumption standards tomorrow?"
But there are, in my view, things happening in Russia which
are even more important than the rise in living standards of the
Russian people. Three developments are taking place which, I
believe, could have the utmost significance for the world and
which could eventually bring Communism much closer to our
free-enterprise, democratic way of life.
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The first is the existence of a Free Market outside the
Government stores and the recent introduction of instalment credit
for consumer foods. In the Free Market, food and other commodities are sold competitively, although prices are generally
higher than in the controlled market. But food is fresher and
better presented and the shopper can avoid the interminable queues
of the Government Market. Do these concessions to free enterprise
principles amount to a crack in the solid, monolithic structure
of the Communist State?
The second is the tremendous importance placed on
education. The more that people are educated and are able to
think for themselves, the more likely it is that they will demand
more and more freedom and the better will they be able to
discriminate between truth and propaganda.
The third is the fact that tens of thousands of tourists are
now visiting Russia every year. This year there were 15,000
from the United States alone. This increase of contacts must
inevitably widen knowledge of the outside world and help to
break down the barriers of misunderstanding.
These are hopeful portents, but in the meantime we cannot
afford to under-estimate the tremendous danger of the cold war
and of the Communist threat to our free way of life.
Our greatest protection against Communism, in the long
run, lies in our ability to make a success of freedom and this
means, among other things, a success of our system of free
business enterprise. By "success" I mean not merely monetary
success, not just profits, but success judged in terms of the
system's ability to serve the needs of the people and the nation
in the provision of opportunities for the individual and of rising
living standards for all. We must understand better than before
what is meant by freedom, what it involves and what it requires
of each one of us. In his recent televised fire-side chat with Mr.
Macmillan, President Eisenhower said: "I know a Frenchman
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who gave a definition of Freedom that I like. He said:—`Freedom
and liberty are merely the opportunity for self-discipline!' ".
If freedom is to be preserved and extended, privileges must
not be abused, nor responsibilities ignored. There must be a
proper comprehension of the duties of citizenship and a willingness
to make personal sacrifices for the national good. Our goals must
be pitched high, and the values of our society must be of a kind
that will command respect.
I am sure you will agree that in this great task the I.P.A.,
among other organisations, has an important part to play.
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EDITORIAL POLICY

We have been asked frequently: "What is the editorial policy
of 'Review'?".
The Annual Report provides the opportunity for a clear
statement of this policy — which is to contribute to a better
informed national opinion; to stimulate intelligent thought; to
influence national policy at the highest levels; and to widen
understanding of the particular merits of free enterprise in our
society.
The I.P.A. "Review" comprises comment on national issues,
mainly economic issues, but not entirely.
The comment is objective and not partial. It is not
propaganda.

It is based on careful fact-finding and complete honesty of
purpose in the analysis of the facts. The sole criterion in drawing
conclusions is the total national interest (What is best for
Australia?) not the interests of any particular section or group.
The extent to which "Review" continues to observe these
basic standards of impartiality and integrity of thought will
determine its influence among the community.
How is a "Review" article produced?
The first step is the selection of a subject. Here the guiding
considerations are importance and topicality.
A rough draft of an article is then prepared by a staff
member. The draft is minutely considered and discussed by all
the staff. A finished draft is then prepared.
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This draft is circulated to : members of the Executive and
Editorial Committee which receives its authority from the I.P.A.
Council. The Committee, after adequate time for study of the
draft, meet to discuss it. Changes or amendments are - agreed
upon; the article receives its final polish and is then ready for
publication.
If we present facts and expose fallacies, clearly and without
bias, endeavour to express sound, well-considered views on
matters of opinion, we should most effectively influence those
who lead our community thinking to prefer free enterprise on
its real merits.

"FACTS"

Present circulation is 46,500 copies per issue.
Most of this circulation is among foremen and selected office
and industrial employees.
"Facts" is mailed to the homes of over 3,000 employees
in the Port Kembla and Newcastle districts. The almost daily
requests for "Facts" received from people living in these areas
is evidence that this publication is being read and talked about.
"FREE ENTERPRISE"

This booklet was published in September, 1958. Designed
especially for wide employee distribution, it shows the remarkable
improvements in living standards in Australia over the last 30
years. About 40,000 copies have been purchased by companies
for employee reading.
The following comment from Mr. L. Robert Oaks, National
Association of Manufacturers, New York, is of interest:
"I think your free enterprise booklet is magnificent. I am circulating it to some of our top public relations people here as an
example of simplicity in economic presentation and for the value of
its methods of charting."
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"THE BALANCE OF PAYMENTS AND
DEVELOPMENT"
2,500 copies of this new booklet were issued in March,
1959, for selected distribution. It comprises in the main, a
reprint of six articles from "Review" dealing with the basic
economics of rapid development and population increase.
"FILMS"
The I.P.A. now has 35 educational films in its lending
library. They are concerned mainly with productivity, human
relations in industry and free enterprise achievements.
Over 300 organisations borrowed films during the past 12
months.
Easily the most popular film was "Production 5118", an
outstanding film on industrial understanding produced by the
Champion Paper Company in the United States.
Two new films will be available later this year:—
"My Word is My Bond" (London Stock Exchange)
This film deals with the visit to the London Stock Exchange
of two new investors and shows how shares are bought for them.
The role of the Stock Exchange in raising finance for industry
and Government is illustrated.
"A Company of Men" (British Productivity Council)
A film which tells the story of a progressive company and
its preparations for the introduction of work study with the
assistance of a consultant.
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I.P.A. PUBLICATIONS AND THE SCHOOLS

The Institute's publications are designed to reach leaders
and prospective leaders in various walks of life in the community
— business, the trade unions, the Church, parliaments, the public
service, professional men, universities and the schools.
One of the outstanding features of the I.P.A.'s work is the
substantial circulation of "Review" and "Facts" among schools,
universities and individual students throughout Australia. About
one-tenth of our total circulation is sent free of charge to schools
and students. The important fact is that this circulation has been
built up by request, which is a unique tribute to the educational
and objective character of the Institute's publications.
The wide impact of I.P.A. publications in centres of learning
must be of great significance in the long-term task of creating a
better understanding of the free enterprise contribution to the
welfare of the community.
The following is a list of schools and educational institutions
making use of I.P.A. publications. Some are taking up'to 100
copies per issue.
Distribution of I.P.A. Publications to Schools and
Educational Institutions
VICTORIA
Ballarat C. of E. Boys' Grammar
Queen's Girls' Grammar, Ballarat
Ballarat Sacred Heart College
Brighton Grammar
Camberwell Grammar

Caulfield Grammar
Christian Bros.' College
Geelong College
Geelong Grammar
George Taylor & Staff
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Maryborough High
Melbourne High
Mildura High
Mordialloc Chelsea High
Moreland High
McKinnon High
MacRobertson Girls' High
Northcote High
North Mirboo High
Orbost High
Portland High
Queenscliff High
Red Cliffs State
Sale High
Seymour High
South Gippsland State
University High
Warragul High
Yarram High

Loreto Convent
Malvern Grammar
Melbourne Grammar
Merton Hall
Methodist Ladies' College
Haileybury College
Ivanhoe Grammar
Saint Catherine's
Scotch College
Toorak College
Trinity Grammar
Wesley College
Xavier College
Bairnsdale High
Balwyn High
Camberwell Girls' Secondary
Camberwell High
Castlemaine High
Coburg High
Collingwood Girls' Secondary
Dandenong High
Echuca High
Edenhope Consolidated
Eltham High
Elwood High
Essendon High
Foster High
Frankston High
Geelong. High
Geelong State
Hamilton High
Kyabram High

Burwood Technical
Collingwood Technical
Footscray Junior Technical
Heidelberg Technical
Jordanville Technical
Noble Park Technical
Royal Melbourne Technical College
Swinbume Technical College
Longerenong College
Toorak Teachers' College
Teachers' College, Carlton
University of Melbourne

N.S.W.
Albury Grammar
A'asian Missionary College
Barker College
Cranbrook School
The King's School
Marcellin College
Marist Brothers' College
Meriden Grammar
McLaurin School
Newington College
Saint Francis College
Saint Joseph's College
Saint Patrick's College
Saint Pius College
Scots College
Sydney Grammar
Waverley College

.

Bega Intermediate High
Cessnock High
Hay War Memorial High
Narrabri High
Newcastle Boys' High
Picton Central
Surry Hills Boys' High
Sydney Boys' High
West Wyalong Intermediate High
Wongarlon Public School
Newcastle Teachers' College
Newtown Teachers' College
Sydney Technical College
Department of Technical Education
University of Sydney

SOUTH AUSTRALIA
Collegiate School of St. Peter
Lincoln College
Prince Alfred College
Saint Marks College

• Saint Peters College
Scotch College
Adelaide University

QUEENSLAND
Brisbane Boys' College
Duchesne College
Saint Francis College
Saint Joseph's College
Saint Joseph's Nudgee Jnr. College
Toowoomba Grammar School
Banyo State High
Brisbane State High & Intermediate
Cairns State High

Gladstone State High
Ipswich High
Mackay State High
Maryborough Girl's State High
Murgon State High
Nambour State High
Southport School
Brisbane Industrial High
University of Queensland

WEST AUSTRALIA
Methodist Ladies' College
Scotch College
Wesley College
Eastern Goldfields High

Perth Technical College
Technical Correspondence School
University of Western Australia

TASMANIA
Launceston Grammar
Scotch College
Devonport High
The Hutchins School

Launceston High
New Norfolk High
Devonport Technical College
University of Tasmania

A.C.T.
Australian National University
Canberra University College

Duntroon Royal Military College
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EXTRACTS FROM CORRESPONDENCE

R. 1. Oehr, Secretary, Felt & Textiles of Australia Ltd.
"I would like to pass on our best wishes for the welfare of the Institute and
the long continuation of the outstanding service it renders to the community."
Mr. Norman B. Rydge, Greater Union Theatres.
"Continued success to the great job the Institute of Public Affairs is doing."
Mr. T. J. Fitzgerald, Bondi Junction, N.S.W.
"My business associates and colleagues to whom I have shown your publications
have been at pains to commend them.
I hope that we shall always have organisations like the Institute of Public Affairs
to provide a service that is so necessary today in our country."
Mr. Norman Pleming, Managing Director, Associated Industrial Consultants, London.
`I have been very interested in going through your various publications and I
feel that you are doing a magnificent work in disseminating this sort of material in
Australia."
Mr. G. R. Clarke, Managing Director, Adelaide Chemical & Fertilizer Co. Ltd.
"We are very conscious of the value of this journal; the vast amount of research
required in the preparation of your publications, and the results achieved in the
comparatively short period of its existence.
We are pleased to be able to support your very worthy efforts."
Mr. W. E. Chadburn, Berkeley, NS.W.
"I find your booklet 'Free Enterprise' most interesting. By quoting the hard facts
found in your booklet I am able to present a very formidable argument against some
of the rather queer economic notions of some of my fellow workers."
Mr. A. D. Forbes, Brisbane.
" 'Review' is passed to two industrial friends. The information contained in
almost every number has no parallel in any other Australian publication that I am
aware of and is the basis of many interesting discussions. To me, it is almost a
text-book on good Industrial Relations."
R. J. Duthie, Victoria Cross Mfg. Co. Pty. Ltd., Woolloongabba, Q'Id.
"A most educational set of publications and used, read and applied by all our
executives to the companies' betterment and naturally their own."
The Librarian, St. Francis' College, Brisbane.
"As librarian of a theological college, I feel that the information contained in
the above publications is of infinite value to the students, who have not any real
contact with the current affairs of the world. The articles are precise and interesting,
which is ideal for the limited amount of time we can allow ourselves to spend on
this subject."
Mr. C. H. Regelsen, Newport, Victoria.
"When rising costs compel you to raise your rates, I shall be pleased to pay my
share. (Sanity is always worth paying for.)"
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Editorial —

All Quiet
is passing through a period of strange, almost
AUSTRALIA
abnormal, calm and quiet. Perhaps not in this century

has there been such a state of political, industrial and economic
quiescence. It is hard to think of even one great issue of an
embracive national character in economics, industry or politics,
one great controversy that stirs the emotions or seriously
divides the nation.
This is not to say that there are no disturbing problems
or anxieties. But the problems and anxieties are concerned,
in the main, either with matters which do not give rise to
any sharp conflict of national opinion, such as the black
thunder cloud of the atomic threat and the difficulties inherent in rapid economic expansion; or with matters, such
as the division within the Labor Party, where the dispute
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(Continued)

is sectional rather than national in nature. It remains true
that never in the history of the Commonwealth has there
been such a remarkable absence of great nation-wide controversies.
The contrast with the situation of say ten or so years
ago is astonishing. Then, all was turmoil. There were so
many problems of high national significance, so many conflicts
that contained within themselves the seeds of national
disaster, that one got accustomed to sailing in seas that were
perpetually rough and often threatening.
It is instructive to look back.
We were in the throes of war's aftermath. There were
few phases of life that were not subject to close governmental
regulation and control. Taxes were at "Sputnik" heights.
Goods were scarce and sometimes non-existent. Rationing
and price control were part of our everyday experience. The
cigarette smoker tramped the streets in search of the extra elusive packet. Cars were mainly of pre-war vintage and the private motorist had to be content with an irritatingly small ration
of fuel. Black markets were rife and people were busy
trying to circumvent the ration ticket. (More and more
motorists, for instance, found that they needed their car for
business as well as for private use.)
Compared with today it was an era of tightness and
austerity, in which many of us were impatient, shorttempered and looking for scapegoats for the irritations and
annoyances of everyday living.
The material and psychological background was one in
which explosive political and industrial issues were to be
expected. And there were plenty.
Over-shadowing and encompassing all was the great
socialist-free enterprise conflict. There was barely an issue
that it did not touch. It is hard in the late nineteen fifties,
when so much of socialist policy (although apparently not
philosophy) has fallen into disrepute, it is hard in these
circumstances to realise the bitter, strenuous and all-pervading
character of this critical political struggle in the years after
the war. In these days of political calm it is not easy to
Page
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recall how close and menacing the socialist threat appeared
to the anti-socialist. It is easy, on the other hand, to forget
how powerful was the urge for comprehensive national reform
and the extent to which reform came to be identified with
some kind of socialist remedy. The fear of socialism was
widespread and very real—so real that among not a few of
the believers in private enterprise there were signs of a fatalist
and near-defeatist attitude. Labour governments held power
not only in the Commonwealth, but in five out of the six
, States. In England, a socialist government was in office and
great projects of nationalisation had been embarked upon.
This had its impact on the Australian state of mind.
The free enterprise forces were agitating for the loosening
and eventual removal of the shackles of war-time controls.
The Labor Government was reluctant to discard an apparatus
which it seemed to visualise as an essential adjunct to a permanent system of socialist planning. The culmination of
the struggle was reached in the attempt to nationalise the
private trading banks, a struggle which was bitterly debated
and fought out in parliament, in the press, on public rostrums
and finally in the courts. It came to grief only on the granitic
rocks of the Constitution when the 1947 Banking Act was
declared invalid, first by the High Court and later by the
Privy Council. The banking battle was long-drawn-out and
for months, even years, was in the forefront of public
attention and interest.
But there were many other controversies of high moment
to occupy and disturb the public mind. Industrial relations
were in turmoil. In 1949 the black coal fields of New
South Wales were the scene of a long and bitter strike,
whose effects were felt far and wide throughout Australian
industry. But that was only the culmination of a series
of prolonged and disastrous stoppages in the basic industries.
There were recurring strikes in the transport industries which
were the cause of immense discomfort and even hardship
to tens of thousands of workers and housewives. The stoppages were so disruptive of industry and public convenience
that the traditional "right to strike" became a national issue
and was seriously debated and questioned throughout the
land. Over the period from 1945 to 1950, Australia had
the unenviable distinction of achieving one of the worst
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strike records in the world. The number of working days
lost per year was, comparably, four times greater than in 1957.
But the succession of strikes was by no means the full
story. Even in industries where work was continuous, the
tone of industrial relations was poor. "Go-slow" was widespread, labour turnover was excessive (about double that
in 1958) and absenteeism had become almost a national
problem. After living several months in Australia, a leading
British industrialist was led to say in 1947: "As a nation
you are wet, wet through and through." And in the
second issue of this publication (June, 1947) we were moved
to write: "There has seldom been a time when industrial
morale was so low, the desire to do good work was so
lacking, and the atmosphere of industry was so charged with
suspicion and hostility and sullen, unyielding resentment."
In these circumstances it was only to be expected that
the institutions of industrial negotiation and settlement should
come under close scrutiny, particularly the unique and traditional Australian system of compulsory arbitration. Arbitration reform became a major national question; it was constantly under discussion in the daily press and periodicals and
over the radio, and a multitude of proposals for improvement
of the arbitration system were made by authorities of varying
experience and sectional viewpoints. A new Arbitration Act,
embodying far-reaching changes but leaving untouched the
basic principle of compulsory arbitration, was passed by the
Commonwealth Parliament in June, 1947.
The arbitration machine was worked to over-capacity.
Among other things it had two portentous national questions
to cope with. The first was the 40-Hour Week Case. The
historic judgment making 40 hours the standard working
week of Australian industry was delivered in September,
1947, after 23 months of disputation and deliberation. The
second, a few years later, was the Basic Wage Case (one of
the most momentous in Australian history) in which the
Court's judgment was given in October, 1950.
The importance of both these cases was so great, they
affected so intimately the lives of the mass of Australians,
that they were the subject of continuous discussion, debate
and conjecture throughout. They provided a contentious
background over a long period for the settlement of smaller
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industrial differences and for employer-employee relations
generally. The whole industrial atmosphere through the postwar period was turbulent and unsettled and strangely foreign
to the industrial calm we have known, fortunately, in recent
years.
Under these conditions, it was not surprising that industrial relationships, both at the plant and national level, provided food for constant nation-wide discussion and enquiry.
It is significant that a large proportion of the articles in the
first three or four years of publication of "Review" were
devoted to the improvement of industrial relations and that
subjects such as profit-sharing, payment by results and joint
consultation figured frequently in its columns. The fact
that in latter years articles in this publication -on industrial
relations have been comparatively rare reflects the great
change for the better that has occurred..
There is contrast, too, in the fields of politics and economics. The last two Commonwealth elections have been comparatively tame affairs. Unlike those of the 1940's or, for
that matter, the elections of any earlier period, there has
been no great central issue over which they have been fought,
and over which the country has been firmly divided. They
have been elections between the governing parties content
largely to stand on their record in office and a weakened
Labor Party, unsure of itself and disinclined to push any
major aspects of its traditional socialist platform. It is
interesting to reflect that there have probably been no other
elections in the history of the Commonwealth where there
has been no great authentic matter at stake. In that respect
the politics of recent years represent a departure from all
previous experience.
In economics, too, there has seldom been such an absence
of basic argument or of critical economic issues to argue over. *
Where economists disagree today, they do so mainly in emphasis or on detail rather than on basic principle or policy.
In the 1940's, in addition to the fiery disputation arising
from the socialist/free enterprise conflict, disputation over
such matters as government ownership and state planning
and controls, there was the general uncertainty surrounding
*Some are looming up now.
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the new policies of full employment and social security. We
did not know, then, whether permanent full employment was
only an ideal which it might prove impossible to realise in
practice; or whether the massive government spending on
social services and benefits would prove to be destructive of
those qualities required for efficiency, progress and rising living
standards. Today that uncertainty has been largely dissipated. We are entitled to feel some confidence in our
ability to maintain full employment, despite sharp year-byyear fluctuations in export income; while experience has
shown that large-scale government spending on social security
is not entirely incompatible with the qualities of initiative
and self-reliance necessary to a progressive economy.
The facts of recent experience, combined with the widespread loss of faith in extreme socialist doctrine, even among
socialist thinkers themselves, have brought economists and
other thinkers closer together on matters of economic policy
and philosophy. But in the post-war years the differences were
so fundamental as to preclude compromise, so wide as to
appear unbridgable.
*

*

is the value of this brief excursion backwards
WHAT
into the post-war years? Apart from its intrinsic in-

terest, it throws into vivid relief the exceptional political
calm of the present, the exceptional absence of major divisive
economic and industrial issues. It serves to remind us that
things were not always so, and that (to parody Tennyson),
as things are, they do not always remain. We should be
grateful for calm seas but it would be unrealistic to expect
their indefinite continuance. As the Managing Director of
the International Monetary Fund, Mr. Per Jacobsson, said:
"In economic matters one should always be prepared for the
unexpected."
volcanic upheavals of the late 1940's have given way
TtoHEthe
settled stability of the late 1950's. The volcano

at the moment seems capable of emitting no more than a
few desultory puffs.
The settled state of industrial relationships, the absence
of over-riding authentic political contentions, and the cornPage 6

parative stability on the economic front are all cause for
satisfaction and perhaps for self-congratulation. Australia
today looks a much happier and healthier place and the
Australians a more mature and united people than in the
stormy aftermath of the war. No one in his right mind
would wish to see a recurrence of anything resembling that
unfortunate period.
Yet there are reservations to be made. For those who
lived through them and who were in any way actively engaged
in the contentions that abounded, they were exciting, if
anxious and disturbing, times. But they provided more than
excitement. The very abundance of problems, the depth and
fierceness of the conflicts and divisions, were, in a way,
highly stimulating. They gave rise to an intellectual ferment,
a sense of urgency, that are missing in the quietude of today.
New parties were born; new policies were made; new organisations concerned with national affairs sprang up; great plans
were formulated; traditional concepts and institutions were
critically re-examined; new theories were advanced; the battles
of ideas were fought out, often on a high plane of thought;
threatening sectional conflicts were at last safely resolved;
the Ship of State emerged stronger and better equipped to
meet the new decade.
It is a strange paradox of human life that people seem
to produce their best only under conditions of stress and
strain. They seem to thrive on opposition; in the absence
of it, there is an irresistible tendency to "go slow." (This is,
of course, in a nutshell, the philosophical crux of the free
enterprise doctrine.)
Man must have his problems to resolve, his difficulties
to surmount, or he becomes bored and restless, dissatisfied with
life and even with himself. In instability he seeks stability,
in insecurity, security. But when the goal is won, he realises
that the journey was more important, more thrilling and inspiring than the destination itself. Men must have more
than hills to climb; they must have mountains sufficiently
formidable to produce the risk of failure. There is no
pleasure, no sense of accomplishment, in a success which was
certain from the beginning. Without challenge there is no
real opportunity; without stern opposition, no victory worthy
of the name.
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IT would be surprising if the exceptional calm of the
present should carry over into the next decade. It seems
much more likely that the 1960's will produce difficulties
and problems that will tax us to the utmost. And it is probably better that way; for how many of us are long satisfied
with "the quiet life" when we have it?
One can only hazard a guess as to what these problems
and difficulties are likely to be. Perhaps the great challenges
will emerge from the path of national development and expansion on which we have set our minds and which we have
followed with so much success over the past ten years. As
the path proceeds to higher elevations, we may find the going
becomes more slippery and hazardous, the problems much
more numerous. Those who see national development as a
kind of smooth arithmetic progression, a series of obvious and
inevitable trend lines, may live to be disillusioned. National
economic greatness is hardly likely to be something that can
be won "on the cheap."

Mr. C. A. M. Derham, C.B.E., M.C., a member of the Institute's
Council, died on Friday, 13th March.
Mr. Derham served on the Council from the inception of the
Institute in 1943, a period of 16 years.
Throughout this time he maintained a strong interest in the
affairs of the I.P.A. and his experience as a leader of the manufacturing industries in Australia was of great value in the Institute's
work. He will be missed by his colleagues on the Council and by
the staff of the I.P.A.
We extend our sincere sympathy to the members of his family
and his many close friends in the community.
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"London Funds"

HERE seems to be some misunderstanding about the role of
T
our overseas sterling reserves. In

some quarters it has almost been
suggested that we don't really need
these reserves at all; that they, in
effect, tie up resources which could
otherwise be used for promoting
development or raising standards of
consumption. This simply means that
they could be used to buy additional
imports, either of capital equipment
and materials for local industry and
public works, or of finished consumer goods. If the reserves disappear then it is argued that the
flow of imports could be maintained
by raising short-term credits in London or by borrowing from the International Monetary Fund which was
established for the purpose of assisting countries which run into temporary balance-of-payments difficulties.
There are other people who, while
not taking the extreme position that
the reserves can be used in their
entirety, argue that the level of
reserves (at present around £500
million) is much too high and that
Page 9

we could with safety hold a much
smaller reserve than has generally
been our custom since the war, before
resorting to severe restrictions on
imports. They question not whether
any reserves at all are necessary, but
what appears to be the official conception of the adequacy of the
reserves.
Associated with both these views
is the attitude that the reserves are
"there to be used".
Let us look, first, at the question
of why we need any reserves at all.
We need reserves for the simple
reason that international trade is a
highly uncertain business. It is impossible to budget ahead with any
assurance. The income which all
countries earn from their exports
fluctuates from year to year. In
countries which depend on primary
production for their main source of
export income, these fluctuations can
be very wide indeed ; moreover, they
are often unpredictable. Australia is
one of these. In fact, Australia is
more exposed to wide and sudden
swings in export income than most
countries, because its exports are so

London Funds

(Continued)

dependent on one product—woolthe price of which is notoriously
variable.
Thus, in order to be sure at any
time that we can meet our payments
for imports and for services such as
freight and insurance provided by
overseas countries, we need to have
something in reserve. We cannot
depend upon our current receipts
from exports to meet these payments,
because not only are these receipts
frequently insufficient, but we have
little idea from year to year how
much they will amount to.
Through the nineteen-fifties, exports have fluctuated from a "low"
of £605 million in 1949/50 to a "peak"
of £994 million in 1956/7—a range
of nearly £400 million. Moreover,
"peak" years for exports have twice
been followed by precipitous falls in
the succeeding year. After the
"Korean" year, 1950/1, when exports
reached £988 million, they fell in the
next year, 1951/2, to /678—a drop
of £320 million. Following the alltime "record" for exports of £994
million in 1956/7, they dived by £163
million to £831 million in 1957/8. The
most widely-used estimate for export
income in the current year, 1958/9,
is £750 million. This would represent
a decline of £80 million on 1957/8
and £244 million on 1956/7.
Thus on the "receipts" side of the
balance of payments, the swings from
year to year can move through an
exceptionally wide range. An added
complication is that these movements
are for the most part unpredictable.
The probable fall in export income in
the current year to somewhere about
£750 million was not expected last
June. Even more unexpected was
the rise of £212 million in 1956/7 over
the level of the preceeding year.
Indeed, official predictions for 1956/7
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in the closing months of 1955/6 were
in the region of £750
£250 million below the figure actually realised. There can be few
countries in the world where exports
are subject to such extensive and
capricious rises and falls as Australia.
IS, in itself, would suggest that
''HIS, reserves of overseas currency
which Australia needs to hold should
be rather larger, proportionately,
than for most other countries. (For
the most part this seems to have been
the case—Refer Table II on page 15) .
Lacking adequate reserves, we would
from time to time be compelled suddenly to impose drastic restrictions
on our overseas purchases. As a very
high proportion of our imports are
of an essential or near-essential character, this would expose industry
(and thus employment) in Australia
to the danger of dislocation from year
to year, because of its inability to
acquire the materials necessary to
sustain its current operations and the
capital equipment necessary to its
plans for expansion.
In order to provide for some constancy in their overseas purchases,
all countries strive to hold financial
reserves in the form of gold or acceptable currencies. When the bad years
come along, they can then hope to
maintain their imports at a reasonable level, or at least to avoid disastrous restrictions on imports. These
reasons for retaining ample reserves
are especially compelling in the case
of Australia where exports fluctuate
so widely and capriciously from year
to year and where such a large proportion of imports are of a more or
less essential nature. The great uncertainty which surrounds the yearto-year prospects for Australian

exports makes it imperative for this
country to hold substantial sums in
London to finance the large deficits
to be expected from time to time.
The doctrine that the reserves are
"there to be used" is therefore subject
to rather severe limitations. In bad
years for exports, when large deficits
in the balance of payments are
unavoidable, there will be a run-down
of the reserves. One of their purposes
is to provide for contingencies of
this kind. In that sense it is true
that the reserves are "there to be
used".
It is not true, however, that the
reserves are "there to be used" to
the last S. For the existence of
"reasonably adequate" reserves is the
main assurance of continuing confidence in the finances of the country,
both by Australians and, more important, by overseas countries. The
reserves, in effect, guarantee businessmen and investors in Australia
that we can continue to import "at
a satisfactory level". They also
provide an assurance to overseas
businessmen and investors that Australia is in a position to meet its
obligations—in other words to continue to pay for the imports and
services purchased from other countries, and to meet its commitments
for interest and dividends and, if
necessary, for some repatriation of
overseas capital invested in this
country. A Staff Paper published by
the International Monetary Fund
states : "In practice, if they are to
fulfil their functions efficiently,
reserves must be considerably larger
than would be indicated by any
reasonable evaluation of their actual
use."
Page II

E truth of this proposition can
THbe
illustrated by an example.

Over the two years, 1957/8 and
1958/9, it is not improbable that the
deficiency in our overseas payments
will approximate £150 million. A
reserve of £150 million at June 30th,
1957, would thus have been inadequate, for it would have left us
with nothing by the 30th June, 1959.
This, perhaps, might not matter so
much if we were able to count on
achieving a very large surplus in
1959/60. But we could , not rely on
this. In fact we could not even be
sure of avoiding another uncomfortable deficit. Moreover, under the
conditions assumed, the deficiency in
the balance of payments over 1957/8
and 1958/9 would, in fact, be substantially greater than £150 million.
In this situation with reserves
threatening to dry up and exchange
depreciation looming as a distinct
possibility, payments for imports
would be expedited and payments
for exports would be delayed. This
would involve an additional drain
on the reserves which would have
been avoided had the level of reserves
been more satisfactory. With a weak
exchange position, there would be a
further embarrassment. Long-term
borrowing would become more difficult and the flow of private capital
investment would diminish.
All this suggests that a prudent
country will strive to keep its reserves
at a much higher level than that
which would be necessary to meet a
reasonable assessment of the deficits
arising from normal trading. It
would aim at avoiding the shock to
confidence which would follow a fall
in reserves to a threateningly low
level.
The most important factor in
deciding the "adequacy" of reserves

—L-otition—Funds— (Co rlii Rued )

is thus the great intangible of business and public psychology. There
is no means of assessing in Australia's
case (or for that matter for any other
country) the precise level of reserves
necessary to preserve confidence in
the nation's finances. Confidence
clearly depends on the trend in overseas payments as well as in the actual
level of the reserves themselves. So
long as a country's overseas prospects
are good, and its balance of payments
is "in the black", then a somewhat
smaller volume of reserves might be
regarded as adequate. If, however,
difficulty is being constantly experienced in achieving a balance in
overseas accounts and the trend is
toward persistent yearly deficits, even
a relatively large volume of reserves
might prove insufficient to inspire
full confidence.
What then, can be said about the
"adequacy" of Australia's overseas
reserves? Is there any means of
suggesting a rough minimum figure
which might be regarded in the
nature of a "peril point" beyond
which we should strive , to prevent
the reserves falling?
T the 30th June, 1958, the

reserves stood at £525 million.
A
By the 30th June, 1959, they could

be around £425 million—which would
be equivalent to about six months'
imports. Would it be safe, or prudent,
to countenance further falls in
1959/60, or should strenuous efforts
be made to prevent any further
decline, if necessary by import
restrictions of some severity?
A study of our experience over the
last thirty years (as shown in Table I
appended to this article) is instructive. In this table the level of
the reserves at the end of each finanPage 12

cial year has been set out. This level
is shown as a proportion of imports,
of total current A/c debits (where
possible) , and of Gross National
Product.
The lowest points reached by the
reserves during the 'fifties were £373
million in 1951/2 and £355 million
in 1955/6. These levels were markedly higher than in the early years
after the war, but they were also
much less adequate. At June, 1956,
when the reserves stood at £355
million, they represented 38% of
imports, 31% of total current account
payments and 7% of G.N.P. for the
financial year 1955/6 ; in June, 1947,
reserves of only £200 million comprised 84% of imports, 52% of
total current account payments and
12% of G.N.P. Both in 1955/6 and
in 1951/2 the Commonwealth Government felt compelled to take extraordinary measures to protect the
overseas payments position and thus
the drain on reserves.
By 30th June, 1959, the reserve
position, tested by these percentages,
may not be greatly different from
the position three years previously
at the end of 1955/6. Unless the
prospects for 1959/60 could be
assessed, with some assurance, as
fairly good, the Government might
feel itself compelled to step in to
protect the economy against any
further substantial decline in overseas reserves.
IT seems as if the Government and
the Central Bank regard somewhere around £350 million as the
danger point in the level of reserves.
In general (and these things can only
be discussed in terms of generalities) it may not be far wide of the
mark to say that around £500 million

is about the level of reserves which
Australia might regard as fully
"adequate"—that is about 50% of
our current annual overseas payments approximating £1,000 million.
There will, of course, be those who
will claim that this level of reserves
is much too high and that Australia
should, if necessary, be prepared to
obtain short-term accommodation
from the International Monetary
Fund or from financial sources in
London before resorting to measures
to curb the flow of imports. What
can be said about that?
There is, of course, no objection
to borrowing up to the limit
(assuming there are willing lenders)
provided there is the certainty that
whatever is borrowed can be paid
back eventually without serious
financial embarrassment. In this
matter the same considerations apply
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to a nation as to business or an
individual in his private finances.
The accommodation we could
obtain in this way is therefore likely
to have rather stringent conditions
attached to it. It would be granted
only on the condition that Australia
was prepared to take whatever
measures were necessary to protect
its balance of payments and so long
as it was felt that the payments difficulties were strictly temporary. It
would not be provided for the
purpose of allowing Australia to
indulge in an import "spending
spree". The strength of our international reserves would be, paradoxically, the main guarantee we
could offer that the loans would be
met. To maintain this strength
should continue to be a central objective of Australia's overseas
financial policy.

London Funds (Continued)

TABLE I
AUSTRALIA'S INTERNATIONAL RESERVES
Reserves
BAm.

Reserves as percentage of
G.N.P.
Current
Imports
A/c Debits
C.I.F.

98
58

67
43

n.a.
n.a.

78

55

n.a.

9

54
56
68
91
62

77
97
93
118

8

66

n.a.
n.a.
n.a.
n.a.
n.a.

9
10
13
8

66

90

n.a.

10

58
93
85
61

54
80

n.a.

58
47

53
41
32

7,
10
9
7

74

60

42

8

225
200
281
447
630

108,
84
75
97
104

95
52
61
80
86

15
12
14
20
23

1945/46 — 1949/50 average .... .... ....

357

94

75

18

1950/51 .... .... .... .... .... .... .... .... .... .... ....

804
373

96
31

82
27

22
10

1950/51 — 1951/52 average .... .... ....

589

64

50

16

561
571
428
355
567
525

95
76
46
38
68

73
60
37

13
13
9

57

31
53
45

7
9
10

501

63

48

10

1928/29
1929/30
1928/29 — 1929/30 average ... ..

....

1934/35
1930/31 — 1934/35 average .... .... ....
1935/36
1936/37
1937/38
1938/39
1935/36 — 1938/39 average

... .... .

1945/46

1948/49
1949/50

1955/56

1952/53 — 1957/58 average .... .... ....

Source: Commonwealth Bank of Australia.
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TABLE II
RESERVES (GOLD & EXCHANGE) AS %

1928

United

States

.

1948

1950

1951

1952

1953

1954

1955

1956

1957

85

358

303

238

193

199

187

197

176

160

161

7

21

33

55

44

42

38

43

37

31

29

23

—

—

10

15

31

52

58

53

65

75

13

81

24

50

22

20

27

30

20

20

21

165

—

44

20

23

24

32

44

24

13

30

63

90

92

47

52

93

61

39

49

68

Argentine

75

109

36

55

35

36

67

54

40

34

24

New Zealand

16

36

52

38

36

24

50

35

22

26

17

30

187

143

150

120

138

150

141

124

107

98

Canada
Germany

Australia

....

1937

OF IMPORTS

..
..

.

Switzerland ...

..

.... ...

....

. .... .... ....

.... .... ....

Source: International Monetary Fund.

Imports

The most important and interesting speculation in business and
economic circles at the moment concerns the possibility of a tightening
of import restrictions. Fears of
immediate action have admittedly
abated somewhat since the publication of Treasury figures on February
2nd, showing a run-down in international reserves of only £25 million
over the first half of the financial
year (mainly because of an unexpectedly large influx of overseas
capital) . At the end of December
international reserves stood at around £500 million. Licensing policy
is reviewed every four months but
it now seems unlikely that the
Government will introduce further
restrictions for the next licensing
period commencing on April 1st.*

than they appear at the moment,
the economic pressures on the Government to introduce additional restrictions for the licensing period
commencing July 1st would not be
easy to resist.

There is, of course, a strong natural reluctance, not least among the
officials who have to administer them,
to impose import cuts. However,
should the balance of payments deteriorate rapidly over the remainder
of the financial year, and unless
price prospects for the new wool
season become considerably better

The statistics, both of imports as
a percentage of Gross National Product and of the details of the composition of imports, provide little
basis for this assumption.

*Since this went to press, the Government
has announced that additional restrictions
will not be introduced.
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*

*

*

*

There is much misunderstanding
about the significance of imports in
the high-standard-of-living, rapidlygrowing Australian post-war economy. This misunderstanding has
arisen, no doubt, from the mistaken,
but natural, inference that the phenomenal growth of manufacturing
activities in Australia over the past
decade has rendered the economy
more self-sufficient and less dependent on imports than is used to be.

In 1957/8, the proportion of imports to G.N.P. at 13.6%—despite
quantity restrictions—was higher
than the average of the pre-war
period, 1935/6 to 1938/9 (12.2%) .
The average for the five years from
1952/3 to 1957/8 was 14.3%. In the

years just prior to the introduction
in March, 1952, of quantity control
of imports, the percentage was of
the order of 20%. (In the abnormal
year, 1951/2, it reached a peak of
27%) . If 20% could be taken as an
indication of what we would be importing today under conditions of
free importation (i.e. in the absence
of any import restrictions) then
imports would be of the order of
£1,200 million a year instead of the
present figure of £800 million. It is,
of course, impossible to estimate with
any precision the size of the import
bill if there were no restrictions, but
there is little doubt that it would be
vastly higher than £800 million.
It seems fair to conclude that the
margin for reducing imports below
the current rate is uncomfortably
thin. This arises from the fact that
a great proportion of present imports
fall in the "essential" or "nearessential" category. "Essential" is
admittedly an elastic economic concept and it is necessary to ask :
"Essential for what?" The answer
is "essential", first, for the maintenance of standards of living and
comfort; second, for the maintenance
of employment (since so much of our
new manufacturing development is
dependent on imported supplies of
raw and semi-finished materials) ;
and, third,. "essential" for rising industrial efficiency (for example, purchasing labour-saving machinery not
readily obtainable here) , for economic expansion and the development
and migration programme. An enforced reduction of imports, if in any
way substantial, would react detrimentally on one or all three of these
basic objectives of present Australian
economic policy.
In this regard the composition or
make-up of our imports is worth a
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little study. With one or two minor
exceptions, all imports can be fitted
into three general classes.
First, finished consumer goods such
as tea, coffee, clothing, toys and so
on.
Second, materials and components
which are used by manufacturing,
and, to a much smaller extent, by
the rural and building and construction industries.
Third, a wide variety of machinery
and equipment for use in industry
and public works.
In 1957/8, finished consumer goods
made up 18% of the total of all imports; materials for use in industry,
53%; and capital equipment, 22%;
The remaining 7% covered fuels
and lubricants (excluding crude oil),
packages and containers, and munitions.
The table on the next page shows
the amounts imported and the percentage which each category bears to
total imports.
A study of the composition of our
imports makes clear the difficulty of
imposing substantial cuts without
gravely affecting industries depending for their current operations on
imported materials and, for their
efficient development, on imported
machinery and equipment. Most interested people are prepared to concede this, but too many are inclined
to assume that tens of millions of
pounds can be saved by slashing into
imports of finished consumer goods
which, in 1957/8, amounted to £141
million, 18% of the total of all
imports.
This figure of £141 million is fairly
substantial. However, a detailed
examination of the items comprising

Imports (Continued)

IMPORTS— Economic Classes •
1957/8

% of Total Imports

£m.
1.

Finished Consumer Goods ....

2.

Producers' Materials for Use In
Manufacturing

....

Building and Construction
Rural Industries

3.

Capital Equipment ....

4.

Other

.

.

TOTAL

141.2

17.9

384.9

48.8

23.1

2.9

8.5

1.1

416.5

52.8

172.8

21.9

58.8

7.4

789.3

100.0

Source: Commonwealth Statistician.
•Greater detail is shown in the appendix and this, we suggest, is well worth studying

by those interested in obtaining an understanding of the nature of Australia's imports.

this group suggests that any significant reduction in the import levels
of the goods concerned would not be
easy. Tea and coffee (115m.), pharmaceuticals (£11m.), books (£9m.),
travellers' personal effects (£4m.)
are good examples of major items
classified as finished consumer goods.
Consumer goods such as these, totalling in all about £80m., already
receive special licensing treatment
and for obvious reasons it would be
difficult to seriously curtail their
import.
Any further restrictions on imports of consumer goods, therefore,
would have to fall most heavily on
the "B" Category of import licensing.
The total value of all goods imported
under this category is only about
£55 million a year. Certainly, goods
in "B" category are generally rePage 18

garded as "less essential" but there
are difficulties in the way of substantially reducing supplies of many
of these imports. Quite a good proportion comes from Japan, France
and other European nations which
have unfavourable trade balances
with Australia and which consequently exert constant pressure on this
country to increase imports. There
is little doubt that to severely restrict
imports from these countries would
invite retaliation with unfavourable
effects on Australia's export income.
Thus the scope for imposing further restriction on imported consumer goods is unexpectedly narrow.
Moreover, of all countries, Australia,
because of its geographical isolation,
is surely one which should strive to
maintain imports of the finished
products of the skill and enterprise

It is important to note that nearly
50% of the total value of all imports
come within the "administrative"
licensing category. This means that
applications covering goods to the
value of nearly £400 million are, in
effect, subject to close case-by-case
scrutiny by officials of the Department of Trade. The reluctance to
add further to this huge administrative load will thus be readily
appreciated.
Contrary perhaps to the popular
impression, only about 25% of imports fall within the "A" and "B"
licensing categories under which
goods are automatically permitted
up to a specified percentage of the
base year (for practical purposes,
1950/51). About 18% of imports,
including the large one of crude oil,
are exempt from licensing. Another
7% are on a "sales replacement
basis" under which the imports permitted are based on the volume of
sales in the previous licensing period.
This applies mainly to imports for
the motor vehicle and textile industries and to such items as tea
and coffee.
The following table summarises
the current position:—

of other countries ; these imports not
only provide a desirable measure of
competition with our own industries,
and a standard by which to assess
the quality and worth of local products, but also that variety which
adds spice to living. Some of the
flavour would go out of life if French
perfume or Scotch whisky fell within
a cold official category labelled "prohibited". As the Minister for Trade
has made clear on more than one
occasion, well over 90% of all imports
consist of items which the Government would justifiably find it repugnant to further restrict.
Apart from the serious economic
drawbacks of further import cuts,
there is the added administrative
burden that would be cast upon the
already overloaded licensing authorities. This indeed provides another
reason why the Government would
be disposed to delay as long as passible the introduction of new restrictions.
There are other disadvantages.
Additional import restrictions would
widen the scope of officialdom and
further interfere with individual
initiative and the normal processes
of business decision-making.
Administrative
World Budget, i.e. licences for any source
•
Non dollar budget
•
Dollar budget
•

....

Licensed freely
•
•

Sales replacement
No quota restriction ....
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•••• ••••

••

•

£m.

£m.

168
140
72

380

47.5

150

18.7

55

6.9

215

26.9

800

100.0

146
55
14

Imports

(Continued)

To what extent has the dramatic
change in the structure of Australian
industry over the last two decades
affected the type of goods imported?

along with the post-war expansionist
economy, had a pronounced impact
on the nature of our imports by comparison with the situation before the
war or the early post-war years?

In other words, has the great
growth in the manufacturing industries and the decline in the relative
importance of the rural industries,

The following table analyses the
composition of imports over this
period :-

IMPORT TRENDS
1950/1-1952/3 Av.

1937/8

1957/8

£m.

%

£m.

%

£m.

Building and Construction ...

5.7

4.4

39.1

5.1

23.1

2.9

Rural Industries

1.8

1.5

5.2

0.7

8.5

1.1

51.4

40.2

277.4

36.2

384.9

48.8

58.9

46.1

321.7

42.0

416.5

52.8

13.8

10.9

100.2

13.1

144.0

18.3

13.9

11.0

95.0

12.4

11.9

1.5

2.5

1.9

18.0

2.3

16.9

2 .1

30.2

23.8

213.2

27.8

172.8

21.9

Food, Beverages and Tobacco

6.4

5:0

31.5

4.1

30.3

3.8

Clothing and Accessories

0.8

0.6

8.1

1.1

5.1

0.6

15.6

12.3

78.4

10.2

105.8

13.5

22.8

17.9

118.0

15.4

141.2

17.9

9.4

7.4

65.0

8.4

24.0

3.0

5.6

4.4

41.4

5.4

26.7

3.4
1.0

Producers' Materials for Use In -

Manufacturing .

.

Capital Equipment
Producers' Equipment

.

.

Assembled Road Vehicles ....
Other Transport Equipment

I-

Finished Consumer Goods
..

Other
Fuels

and

Lubricants

excluding

Packages and Containers, etc.
Munitions

GRAND TOTAL
Source:
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0.4

0.4

7.9

1.0

8.1

15.4

12.2

114.3

14.8

58.8

7.4

127.3

100.0

767.2

100.0

789.3

100.0

Monthly Reviews of Business Statistics.
Commonwealth Statistician.

-

There have been some noteworthy
changes.
The proportion of imports consisting of materials for use in building
and construction has fallen quite
noticeably from 4.4% before the war
and 5.1% in the early 1950's to 2.9%.
This change is attributable, among
other things, to the expansion of local
production of structural steel and to
some extent to restrictions imposed
on imported softwood timbers.
The change in materials used by
manufacturing is striking. Imports
of £51.4 million in 1937/8 rose to
£277.4 million in the early 1950's and
to £384.9 million in 1957/8. The percentage of all imports in 1957/8 was
48.8% compared with 42% in the
early 1950's and 40.2% in 1937/8.
This change is, however, largely explicable by two important developments in the structure of Australian
industry. First, the establishment of
large-scale oil refining capacity ;
second, the spectacular growth in the
Australian motor vehicle industry.
The first has entailed tremendous
expansion in the imports of petroleum
in its crude form and the second of
motor vehicle components and parts.
But these developments have had a
compensatory effect on imports of
finished petroleum products and of
assembled motor vehicles. This is
shown up in the statistics. The table
shows that imports of fuels and lubricants (excluding crude oil) have
fallen from 7.4% in 1937/8 (8.4% in
the early 1950's) to 3.0% in 1957/8.
The change in the importance of imports of assembled motor vehicles is
even more striking—from 11% before the war to 1.5% in the last
financial year. Other significant
factors contributing to the greater
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proportion of imports consisting of
materials for manufacturing, have
been the expansion of industries such
as plastics depending in part on imported resins and other chemicals;
clothing and textiles creating an increasing need for imports of rayon
and other synthetic fibres, cotton and
cotton piece-goods and so on; and the
motor tyre industry involving greatly
increased demands for imports of
natural and synthetic rubber.
As we would expect in a rapidly
growing economy, imports of machinery and capital equipment generally
have assumed much greater importance. The item "producers' equipment" comprising only 10.9% of
imports in 1937/8 has risen to 18.3%
in 1957/8.
Surprisingly, in view of the intense industrialisation and also of
the greater discrimination against
consumer goods under import licensing, imports of finished consumer
goods as a proportion of total imports
show virtually no change.

It is clear that the continuation of
the great programme of national
development and population increase,
along with the clamour for improved
living standards, will involve a strong
and probably increasing demand for
imports of many kinds. On the capacity of the Australian economy to
finance these demands, mainly by its
own export earnings, hangs the fulfilment of these ambitious and praiseworthy objectives. This is a basic
truth of the post-war Australian
economy which we should never lose
sight of.

Imports (Continued)

APPENDIX

IMPORTS : ECONOMIC CLASSES
AUSTRALIA 1957/8
I. PRODUCERS' MATERIALS

£m.

A. FOR USE IN BUILDING AND
CONSTRUCTION

£m.

Steel Pipes, Tubes,
Timber ....

2.9
14.1

3.3
0.9
1.9

All Other

23.1
B. FOR USE IN RURAL INDUSTRIES
1.5

Fertilizers and Chemicals ....

....

5.4
1.6
8.5

C. FOR USE IN MANUFACTURING

Yarns and Fibres
Yarns

Rayon, etc.
Cotton, etc.................

10.5

16.1

Cotton, Rayon, Piece Goods, etc. ... 49.6
Trimmings, Ornaments, etc. .... .... 4.8
Oils, Waxes

Crude Petroleum ....
Fats, Greases, Waxes ....

.... 68.5
....
1.4
1 .6

Peanut Oil

1.2

4.3

Foodstuffs

1.3
4.9
1.1

Sausage Casings ....
Cocoa Beans, etc.
All Other ....
Tobacco ...

7.3

7.6

Minerals, Rocks, etc.

....

14.6

....
....

2.0
1.0
1.2

Metals, etc.

4.2

Iron and Steel

Animal Substances

Hair and Fibre ....
Hides and Skins, etc. ....

77.0
Colours, Pigments, Dyes, etc. ...

2.5
2.1
2.4

Sulphur

7.0

Vegetable Substances
Raw Cotton ....
Synthetic Fibres ....

All Other Fibres ....
Gums and Resins ........
All Other ....

6.8
3.0
1.5
1.3
2.5
1.4
1.3
17.8
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19.8
Other Metals

Aluminium
Copper (inc. alloys) ....

3.9
....

1.6

3.5
9.0

£m.
1.9
1.9

Leaf and Foil ....
Other Electrical, Wireless Parts,
Motor Vehicle Parts, etc. ....
Parts for Combustion Engines
Crude, Synthetic Rubber, etc.
Abrasives, Glass, etc.

IV. PRODUCERS' EQUIPMENT
A.

FARM

Fencing, etc.

3.8
57.1
1.7
13.9
1.7
2.0

..
.
Tractors, etc. ....
Other Machinery, etc.

Ent
...
0.9
.... 11.9
3.6
16.4

B.

NON-FARM

Pulp and Paper
13.1
3.7
6.9
2.2
2.7

Other Printings ....
Pulp, Mill-board, etc. ....
Tissue Paper ....

28.6
2.6
19.9

Jewellery, Watch Parts, etc. ....
Chemicals, etc. ....
Miscellaneous
Plastics Materials ....
Engine Packings
A11.0ther

9.1
1.5
4.4
15.0

TOTAL MATERIALS FOR USE IN
MANUFACTURING ....
.... 384.9
TOTAL ALL PRODUCERS' MATERIALS416.5

11. FUELS AND LUBRICANTS
Aviation and Motor Spirit
Diesel Oil, etc. ....
Lubricating Oil, etc. ....

10.7
....
....

1.5
5.6
24.0
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...

8.4
Electrical Equipment, etc.
Dynamo Elec. Machinery
Telephone Equipment
Regulating Equipment
.
Transformers, etc.

8.0
5.2
5.5
2.5
4.1
25.3

Machinery
Tractors, Parts, etc. ...
9.0
Mining, Earthmoving, etc. ....
7.6
Turbines, Combustion Engines, etc. 6.5
Air Compressors, Cranes, etc.
2.4
Roller Bearings ....
4.5
Office and Accounting ....
9.0
Pumps
1.1
Power Tools ....
1.1
11.1
Metal Working ................
2.8
Food Production ....
1.8
Textiles, Clothing ...
8.1
17.0
Total Machinery .... .

III. AUXILIARY AIDS TO PRODUCTION
Containers, Cylinders, etc. .... ....
Woolpacks
Wrapping Paper ...
Outside Packages ....

All Other Metal Mfs.

3.1
2.5
0.8
2.0

Surgical, Scientific Instruments ....

82.0
4.1

1.4
5.6
2.6
1.8
.... 14.1
1.2

TOTAL NON-FARM PRODUCERS'
.... 127.6
EQUIPMENT ••••

26.7

TOTAL PRODUCERS' EQUIPMENT 144.0

Equipment for Large Scale Projects 4.3
3.5

Imports (Continued)

£m.
2.2
3.1
5.4
2.0
3.5

V. TRANSPORT EQUIPMENT
a. Railway Equipment
b. Vessels, etc. .
c. Civil Aircraft, etc.
d. Road Vehicles .

......

10.9
11.9

.
.

£m.
2.3
3.7

.

28.8

Wireless, T.V. Sets, Valves, etc.
Other Electrical Appliances, etc. .
.
Household Machinery and Parts
.
Glass Manufactures ....
Crockery, etc.........................
Paper Manufactures & Stationery
.
...
Writing Papers, etc.
.
....
Books, Magazines ..

1.7
8.8
3.5

VI. FINISHED CONSUMER GOODS
Food

14.0
12.1
2.6
6.1
2.1
1.1
3.4

Tea
Coffee
Fish ..
Nuts .
Grain
All Other

27.4
Beverages-Whisky, etc.
Cigarettes, etc.
Clothing

.

Textiles, etc.
Furnishings, Drapery, Napery, etc.
Carpets
Linos
Piece-goods

Fancy Goods, etc.
2.1
1.4
1.8

Sporting, Fancy Goods, etc.
Jewellery, Clocks, etc. .

5.3

Photographic, Surgical, etc.
Cinematograph Films, etc. .
Cameras, etc.

2.8
2.1
1.3
0.9

2.1
0.8
5.1
1.8
5.1
2.4
12.8
2.3

7.1
11.0
1.2

Drugs and Chemicals
Toilet Preparations .
Miscellaneous
Passengers' Personal Effects ....
Imports for Re-export

15.4

24.4
Metal Manufactures
Cutlery
Cooking Appliances (non. elec.)

4.4
2.7
8.3

TOTAL FINISHED CONSUMER GOODS 141.2

.

1.1
1.4
8.7
11.2

VII. MUNITIONS AND WAR STORES
TOTAL IMPORTS

.

8.1
789.3

Source: Compiled by the Institute from tabulations made available by the Commonwealth
Statistician.
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"Brave New
World"
By

ERWIN D. CANHAM

The I.P.A. is privileged to publish this article from the pen of Erwin Canham.
One of the leading writers, radio commentators and public speakers in the United
States, he has been Editor of the influential and respected "Christian Science Monitor"
since 1945. Mr. Canham is a former Rhodes Scholar. He received B.A. and M.A.
degrees at Oxford University. No less than twelve honorary degrees have been awarded
him by American Universities.
He is the author of several books including "Awakening: The World at MidCentury" and "New Frontiers for Freedom". Among his wide interests he is a Director
of the Federal Reserve Bank of Boston, Chairman of the Foreign Policy Committee
of the United States Chamber of Commerce, and Chairman of the National Manpower
Council. He serves many educational and cultural institutions and societies as president,
trustee or member.

I

N analyzing the crises of our times. I have given a great
I deal of thought to the values which voluntary collective
action bring into American life, and to that of many other
free nations. I am sure that voluntarism—the urge to organize, to solve problems together—is one of the great wellsprings
of American achievement.
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A recent French author says that Americans are "psychological socialists." He avers that we will never be doctrinaire
socialists, but that our instinctive sense of solving problems
together—the antithesis of the individualism which is typical
of most western Europeans represents a deep community
principle which is more important than political or economic
forms.
Many of us will shrink in horror from the phrase "psychological socialists"—although the chance of undergoing a congressional investigation because we use the phrase has somewhat lessened. Nevertheless it is true that we have a fundamental team sense, inherited in part from the way we had
to face together problems of the frontier, and now very
essential in solving the problems of a complicated world.
The degree to which we have community in the world
will depend in large measure upon the degree to which peopleto-people relations become a deeper reality. I am quite sure
that community will not come to men and nations through
diplomatic or political action. Rather it will come by the
multiplication of private, voluntary channels of communication which lead to understanding. This is the way community
has deepened in America.
It is frequently said these days that we have come a long
way in improving the relation of man and nature, but that
we have made little or no progress in the relation of man to
man. In a way this is true. But we should not ignore the
degree of progress we have actually made in solving human
relations, and the ways by which we have done it.
The social climate of the typical American community,
it seems to me—indeed, the general climate of our total
society—is a great deal better than it was 50 years ago or
25 years ago. A half century ago our economy was a kind of
plutocracy. It was the age of the robber barons. It was a
dynamic period, of course, and the industrial and financial
giants of the time helped to open and organize the treasure
houses of the continent. But there was hunger, too, and
unremitting, grinding toil by men, women and children.
There was inequality and injustice aplenty, and power was
abused because it was unbalanced.
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Today power is balanced in the economic sphere, just
as we learned long ago to balance it in the_ political sphere.
The authority of capital, of labour, and of government are
today counter-poised, and on the whole it is better for everybody. With this counterbalance of power has come a great
growth of social responsibility. The men who today have the
greatest authority in the destiny of our economy—and this
is particularly true of the men who manage our economic
enterprises—have gone a long way toward learning that the
good of one is the good of all. They have learned, among
other things, that the .purchasing power of American labour
is indispensable to the well-being of American business. They
have learned that a healthy business requires a healthy community around it. They have learned to share rather than to
hoard their professional experience.
May I illustrate the point again from my boyhood in
Maine. At one time—I was about 10 years old, and it was
in 1914—I used to sell newspapers at a mill gate.. It was a
textile mill. The gates were well guarded. If any employee
of a rival mill up the river had tried to make his way into
that factory, to spy out its trade secrets, he would have been
given a very vigorous burn's rush. Industrial secrecy and
industrial spying, mutual suspicion, narrow and bitter rivalry,
were the order of the day.
Today, if the chief chemist of that mill develops a new
process, he is publishing an article all about it within three
months in his professional journal, and the plant manager is
making a speech about it at his trade association. These men
—and the fact is typical of American industry, merchandising,
agriculture—everything—have learned that it is much more
beneficial to everybody to share rather than to hoard—to pool
the benefits of experience.
To have learned this kind of wisdom is an extremely
important corner to turn in social experience. The same
thing is true in the acceptance of other forms of social
responsibility. While social security and other governmental
methods of protecting the individual were made law during
the depression of the 'thirties, voluntary work to meet human
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needs is more active than ever. The typical American businessman, labour leader, professional man of today devotes
almost as much time—and sometimes more—to everybody's
business than he does to his own business. "Psychological
socialism" if you please, but it is a form of voluntary cooperation which has vastly improved our social climate and
made our communities more healthy and more productive and
more zestful.
These are a few of the ways by which man's relation
to man has been improved in our time. A good deal of the
improvement has been brought about by pressure—sometimes
the organizing power of labour, sometimes the force of public
opinion and politics through government. But also—and this
part is important, too—a great deal of it has come because
the men who manage American enterprise have learned that
social engineering is even more valuable than mechanical
engineering. The science of human relations is one of our
new frontiers, and let us hope we do not abuse it too drastically
as we go forward. By abuse, I am referring to such problems
as those described by William S. Whyte, Jr., in "The Organization Man" and Vance Packard in "Hidden Persuaders."
There are plenty of other abuses.
And one of the main elements lies in the relationship
of social engineering to world peace. I believe that the way
to improve relations between man and man internationally is
the same way we have begun to do it within nations: through
the steady growth of a sense of community based on common
awareness of a common fate.
We have come to a time in the affairs of men which is
both perilous and hopeful. On the one hand we have created
destructive military power so great that we dare not use it.
On the other hand, we continue to build that power in the
most awesome armaments race the world has ever known.
War has become obsolete but we live in the shadow of the
radio-active cloud.
Now if it is really true that war has become too dangerous,
the situation is extraordinarily hopeful. We cannot be sure.
There is always the danger that miscalculation or madness
would trigger the catastrophe. And yet the fact remains
Page 28

that no general staff of a major power in the world today
could advise the government to which it is responsible that
victory in war is a reasonable possibility. The men in the
Kremlin know as well as the men in the Pentagon that a war
cannot be won today. The direful devastation to the victor
would be only less than that to the vanquished, and perhaps
the entire human race would suffer tragic and long-lasting
consequences.
Nor can any general staff of a major power be sure that
a small war would not lead to a big one. Even the American
government has talked glibly of using tactical atomic weapons.
They have not actually used them, and in my judgment it
will be a long day before they do. For who knows that one
atomic bomb won't lead to another until the worst has
happened. Thus a kind of fear clamps an iron vise over the
war plans of the nations. Some of our military men, and
some of theirs, talk freely of fighting. But, believe me, it
will be the most awesome decision in the history of men and
nations when an atomic missile again is fired against another
human being. Only if one side or other goes mad, or if
one side or another achieves or believes in the kind of power
which would destroy its opponent without retaliation, can
such a decision rationally be made.
Thus we live in the balance of terror. But to preserve
the balance means that we have to maintain retaliatory power.
And thus the danger of madness or miscalculation persists.
Meantime we continue to test our bombs. And the world's
fear of the consequences of testing mounts. I do not believe
we can go on testing much longer. World public opinion
will become much too apprehensive, and perhaps rightly so.
Thus fear of contaminating our planet genetically for generations to come has provided the most powerful impetus for
limitation of armaments that the world has ever known.
There are other elements, too. The Soviet Union feels
itself under the shadow of intermediate ballistic missiles from
NATO bases in Europe, and fears the threat of a re-armed
Germany—its ancient enemy. Meantime, it has given us recent
and graphic evidence of its very great power in rocketry.
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The size of the satellite which now orbits through our
heavens is a reminder of potential Soviet capacity in the realm
of intercontinental ballistic missiles. Probably before long
our skies will have many satellites in orbit. It will require
a very sophisticated anti-missile missile to detect the difference
between a hydrogen warhead in orbit, and a mere chunk
of the Kiev-Kharkov rail line. Not the least of the dangers
which must be faced and prevented is the possibility of miscalculation or mistake. They—or we—may some day or
night misinterpret our respective bombers or missiles. Global
war could start as the result of a horrible mistake. Or it
might come irresponsibly, as the result of a drunken brawl
in the Kremlin. Or, most miserably of all, it might come
because a machine on some distant early warning line calculates
mistakenly. The fateful decision may never be made in the
mind of man at all, but in the "mind" of the machine.
The essence of disarmament is enforcement. And enforcement means some forms of international authority. There
is no escaping it. If we don't have enforcement we cannot
have any reduction of armaments, and we cannot have enforcement without supervisory authority. It need not be
a military authority, but it must be completely informative.
It must know everything that is going on in connection with
the elements covered by the arms limitation agreement.
Whether American public opinion, as reflected in the
U.S. Senate, would be willing to accept the degree of inspection
and enforcement which is essential to disarmament is one of
our biggest civic questions. When the time comes that the
tragic alternative is apparent, perhaps we will surprise ourselves
with the speed of our decision. But that moment is still ahead.
The point of what I am saying is that we live already
in the atomic stalemate, and the chance for a beginning toward
disarmament is looming up. Under the circumstances, therefore, we may have an opportunity to build community in
the world more constructively and hopefully than ever before.
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Behind the barricade of terror, let us get down to fundamentals.
And that brings us to specialization: the improvement of
relations of man to man. The United States needs desperately
to make itself clearer to the rest of the world. The role of
a rich uncle is not so easy as it appears. The position of a
"have" nation—of a nation which is in a small minority in the
world as regards its standards of living, its health, its wealth,
its religion, its physical power, and the colour of its skin—
is in a very difficult position among its world neighbours.
We must get aboard the world revolution which once
we led. That revolution today turns on the awakening of
the submerged majorities of the world. It is a far more
powerful force than nuclear fission. And what will help
our brother men turn their hopes into reality? Surely it
is the basic elements within the free system of which we
are a part. It is not capitalism as such. It is not political
government just as we know it. It is a composite and an
adaptation of all mankind's inheritance of freedom, which
is rooted in the importance of God's individual man. This
is our revolution. It takes the form sometimes of unleashed
constructive technological forces. It is expressed in educational systems, in representative governmental institutions,
in freedom to worship or, indeed, not to worship. Ultimately
it is based ron the rule of law and the dignity of man, under
God. And in our time, in these latter days, we have put
together institutions, both governmental and non-governmental, which are capable of sharing our experience with
the rest of the world.
But up to now, we have not communicated nor shared
with adequate effectiveness. We have tried. We have done
some things well. The village aid programmes now under
way in India, under the Ford Foundation, are an admirable
illustration of working on the problem at the source.
In short, we are moving into a world which is filled
with quite remarkable opportunity and challenge. These
years just ahead may be among the most fruitful and adventurous in all history. Or they might be the most tragic.
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I do not think they will be tragic. It seems to me the balance
of forces is on the side of the people's revolution, which is
the ancient power of freedom, especially spiritual freedom,
and against atomic disaster. But it is still very much an
open question what part the United States will play in this
really brave new world. We can go forward, in the vanguard
of the revolution consistent with, and worthy of, our traditions and our principles. Or we can be left at the wayside,
stagnating in our own material luxuries. We must not be
left behind.

*

Contributed articles by noted authorities in Australia and N
overseas dealing with matters of public interest are published
from time to time in the I.P.A. Review. This Institute is not
necessarily in full agreement with the views expressed in
these articles. They are published in order to stimulate free
discussion and inquiry.
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