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The Cost Problem

The economic picture for the current year is marred only by me prospect
of rising costs. The Commonwealth Arbitration Commission is not free from
blame — the Metal Trades Work Value Award, for instance, was an incompre-
hensible decision — but the apparently inevitable yearly additions to the cost
structure have their roots in economic policy and in public attitudes.

IN this year's Commonwealth Government survey of the
economy, the main worry of the authors is over rising wage

costs. Indeed, it might be said that, in the threat of further
.cost increases, the Treasury economists see the one dark cloud
in an otherwise shining economic prospect.

A special section devoted to the cost problem concludes
with the sentence, "Unfortunately, rising costs have been erod-
ing the economic base of the rural industries and there will be
serious effects — particularly with the balance of payments
— if this goes on". Again, in assessing the outlook for the year
ahead, which it. describes as one of "sustained growth", the
Survey states, "With demand high, even though not excessive,
any marked tendency for costs to go on rising must be a mat-
ter of concern".

In its disquiet over costs, the Treasury mirrors the atti-
tudes of most employers, and certainly of all exporters. How-
ever, the increase in costs in 1967/8, measured by the Con-
sumer Price Index at 3.3 per cent, is fractionally less than
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The Cost Problem (continued) 	

the average annual increase of the preceding four years, al-
though quite a bit more than the average (2.1 per cent) of the
decade to 1963/4. The concern of the Treasury seems to have
its source, not so much in the experience of 1967/8, as in the
Metal Trades Work Value decision of the Commonwealth
Arbitration Commission, and in the probability that the real
impact of this decision on the cost and price structure has yet
to come. The Survey points out that there can be quite a pro-
longed lag before increases in production costs become ap-
parent in higher prices at the consuming end; also, that the
spread of the Metal Trades Award to other awards is proceed-
ing rapidly, in spite of the apparent intention of the Commis-
sion that this should not happen. In addition, the withheld
30 per cent of the original award only came into effect on
August 21.

In submissions to the Commission in national wage cases,
and again in this year's Survey of The Economy, the Com-
monwealth clearly attributes the main blame for rising costs
to the Arbitration authority and its disposition to grant wage
increases substantially in excess of the long-term growth in
productivity. This is a view strongly shared by employers. The
Survey points out that whereas average weekly earnings over
the past five years have increased at an annual rate of around
6 per cent, productivity tends to improve at an average of
only about 2i- per cent. The inevitable logic of this is a strong
upward push on wage costs and a rising general price level.

There can be no argument that the decisions of the Com-
monwealth wage tribunal over the years have been a significant
factor in the continuing inflation of costs and prices. On fre-
quent occasions, the I.P.A. has criticised the Commission for
failing to take greater cognizance of the effects of its awards
on the cost-price structure. We have also taken issue with the
Commission for its reluctance to accept more responsibility
for contributing to price stability and for a tendency to take
refuge in the strict letter of the law that its primary function
is to "settle the dispute".

Prior to 1967 the presige of the Commission seemed to
have been declining. This had occurred not only, or perhaps
mainly, because of the actual amounts awarded, but because
of the inconsistency of its rulings from year to year, the con-
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flicting views of its members, and the rather unrealistic at-
titudes sometimes underlying its determinations. But, in its
1967 Judgment in the annual wage case, in which the prin-
ciple of the total wage was accepted, the Commission regained
a great deal of its lost prestige. Unfortunately, the promise
born of this judgment was not maintained in the Metal
Trades Work Value Award in December of the same year.
Whichever way one looks at it, this was a rank bad, indeed in-
comprehensible, decision. In fact, the Judgment had hardly
seen the light of day when the Commission itself felt com-
pelled to take steps to modify the original terms.

There is no need to repeat here the criticisms made of the
Work Value Award by many informed quarters. One or two
additional comments, however, are called for. Once marginal
rates of pay came to be adjusted, at fairly frequent intervals,
for increased capacity to pay — as has been done in recent
years — the logical foundation for further substantial in-
creases in margins, based on changes in the nature of the work
performed, surely disappeared. Now that the general level of
wages is adjusted every year, presumably to the full extent of
economic capacity, how can wide-spread increases in payments
for special skills, assessed on work value or any other considera-
tions, be made without damage to the economy? The reasons
given by the Commission to support the increases granted in
last year's Metal Trades Award — longer periods of training,
faster and more sophisticated machinery, better management
planning and supervision designed to improve performance —
comprise, of course, the very same factors which have con-
tributed to improvements over the years in productivity. But
the skilled worker, along with other workers, had already
shared in the benefits of these improvements by virtue of de-
cisions to upgrade the total wage, not just the minimum "un-
skilled" wage, in line with economic capacity.

This is not to say that there should be no alterations in
the rates paid for various classifications of skill in accordance
with changes in the character of the work performed. But such
changes should amount to no more than an adjustment of "re-
lativities" as between different occupations, not to something
tantamount to a substantial wage increase over a wide field.
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The Cost Problem (continued) 	

That having been said, one must have some sympathy
with the Commission's position. Even when its lapses and
shortcomings have been fully canvassed, the popular current
tendency to lay all the blame for cost and price increases at
its doorstep is hardly warranted. As a result of its decisions
in recent years, and particularly since the Metal Trades Work
Value Award, there have been clamorous demands for a re-
constitution of the personnel of the Commission and for a re-
vision of its terms of reference. The critics seem to assume that
mere changes in the machinery of arbitration will somehow
bring about the much-sought-after millennium of cost and
price stability. This is, to say the least, highly unlikely. In the
modern environment of full, and usually over-full, employ-
ment, no institution, lacking dictatorial powers, could con-
tain the general level of wages throughout the community
within the strict limits imposed by gains in productivity. Ac-
tual wages paid in industry frequently exceed the minimum
awards of the Commission by a substantial margin. It is surely
indicative that no country in the Western World has yet
found the elusive formula for price stability or even for keep-
ing wage increases within declared guide-lines.

Many critics have implied that the decisions of the Com-
mission have sometimes been short on basic ingredients of
practical wisdom and common sense. But human beings are
fallible. Those who guide our economic destinies are handi-
capped not only by their own inevitable shortcomings, but by
the fact that they are dealing with other human beings who
are also fallible. Perfect results cannot be expected from im-
perfect people. Institutions can be improved, but basic human
nature and instincts do not change all that much.

There are, too, many causes behind rising costs over which
the Commission has no control. Import prices can rise. Taxes
can rise — and frequently do. Indeed, among the most potent
causes of higher costs in Australia in recent years have been
higher taxes — Commonwealth, State and Local — and rising
charges by major public utilities seeking additional funds for
capital developments to service rapidly growing community
needs. Again, national attitudes are such as to exert constant
upward pressure on the cost and price structure. Indeed, when
the community — understandably, let it be said — prefers a
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situation in which there is an excess of jobs over men to one in
which there is a mere balance between jobs and men, it is hard
to see how these pressures can be avoided. Then, again, many
people seem to see no inconsistency between their demands for
an even faster rate of development and an increased migrant
intake on the one hand, and their desire for cost and price
stability on the other.

There are still other factors making for a rising level of
costs and prices. Industries seeking, perhaps naturally so, sub-
sidies or other protective measures from Governments, contrib-
ute to the upward pressures on the price level. Employers striv-
ing to obtain scarce skilled labour for their operations do not
hesitate to offer rates of pay far above those provided for in the
awards of the arbitration authority. Who can blame them?
Above all, there is the insistent desire, on the part of every one
of us, if we are to be frank, for more money in our pay enve-
lopes.

With all this in mind, one must almost feel some surprise
that the upward march of costs and prices is not faster than
it actually is.

It is far too simple and superficial an explanation of ris-
ing costs to attribute all blame to the Commission's failure
to keep its wage awards within the boundaries of gains in pro-
ductivity. This is, of course, not meant to excuse either the
continuing inflation of costs, or the Commission for its part
in the process. But it is undeniably true that the Commission
will be able to do a much better job in the context of a
balanced economic policy, when it is not subjected to the pres-
sures which inevitably arise in an economy trying to bite off
just a little bit more than it can chew.

The Treasury Survey is right in emphasising the threat
to economic stability and to exports of continually rising
costs. Unfortunately, beyond its implied (and wholly just-
ified) admonitions to the Commission to keep wage awards
more in step with productivity, the Survey rather leaves the
matter in the air. The one-sided emphasis on the Commission's
responsibility is also likely to strengthen the current misap-
prehension that stable prices are simply a matter of the wage-
fixing authority relating its awards to advances in productivity.
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The Cost Problem (continued) 	

There is much more to it than that. National economic
policy must aim not only at the avoidance of excess demand,
but also on achieving a fine balance between conflicting
claims on the nation's resources. If the claims of the govern-
ment sector, for instance, are pushed too hard, this will set up
competition with the private sector and force up costs. If the
claims of investment, both public and private, take an undue
proportion of the resources available, they will come into con-
flict with the demands of the consumption sector. If govern-
ments, for instance, continue to subtract increasing amounts
from the pay envelopes of wage and salary earners, either
directly through taxes, or by the indirect method of higher
charges for gas, electricity, transport, television licences, motor
car registrations and the rest, the pressures on the Commission
for wage increases will intensify.

Under these conditions, the Commission can hardly be
expected to keep its wage awards within the limits imposed
by slow-moving productivity gains, and at the same time pre-
serve industrial peace.

In other words, those responsible for national economic
policy must strive to create an economic environment which
will make it easier for the wage-fixing authority to do the job
expected of it.
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Exports and Development

The two great decades of Australian development since
World War II have been made possible by the continuing ex-
pansion of exports. Exports, indeed, have been the master key
to economic growth. If the necessary increase in exports had
not been maintained, development would have come to a vir-
tual standstill.

Australia's goals of development and migration, full
employment and rising living standards, and national security,
are dependent on a high level of imports — raw materials and
machinery and heavy constructional and transport equipment
for the manufacturing and mining industries, expensive spe-
cialised equipment for public utilities such as the Post Office,
and aircraft, naval vessels and military hardware for defence.
In addition, our expanding and increasingly affluent popula-
tion sets up a growing demand for a wide variety of imported
consumer goods.

What has proved to be true in the past will almost cer-
tainly be true in the future: continued rapid development will
be possible only if earnings from exports constantly increase.
Exports of minerals will make a big contribution to this prob-
lem but, by themselves, will not solve it. The glittering pro-
spects for minerals should not be allowed to blind us to the
need for vigorous export promotion in other fields. By the mid-
1970's it is expected that Australia will be earning something
like another $700 million a year on overseas sales of iron ore,
bauxite, aluminium, coal, nickel, beach sands, and other
minerals. But we will almost certainly need a great deal more
than this — some say $2000 million of additional exports —
to keep the development pot boiling. Unless world prices be-
come seriously adverse, the rural industries should continue
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Exports and Development (continued) 	

contributing their share. But much more will be asked of the
manufacturers, commendable though the increase in manu-
factured exports has been in recent years.

Publicity drives, such as the National Export Week in
October, must be aimed largely at manufacturers not yet ex-
porting or exporting only in small quantities. A survey has
shown that of the minority of manufacturers who had ven-
tured into export markets, 70 per cent exported less than 10
per cent of their total output. However, even on the most
optimistic assessment it is hard to see vast new export markets
for manufactures. Australia's main outlet at present, New
Zealand, is suffering balance of payments' problems which
may defy early solution. Moreover, Australia is a long way
from the main centres of North America and Western Europe
which provide the largest outlets for manufactured goods.
Also, our manufacturers lack the connections built up by their
foreign competitors over generations, and the economies of
scale enjoyed by firms producing for mass domestic markets
in Japan, the United States and the European Economic Com-
munity.

Often during the past two decades it has been difficult to
see where the large expansion of exports required to maintain
the pace of development was to come from. But something
always seemed to turn up.

The table on page 73 shows clearly that the increase in
exports since the War has not been a steady progression, but
has jumped about from year to year in a manner defying pre-
diction.

The large leap in export income in the late 1940's came
about through world post-war restocking and soaring prices
for wool, wheat and other primary products. Between 1946/7
and 1948/9, exports doubled. Of this increase, wool con-
tributed over 40 per cent, and wheat, flour and other grains
nearly 25 per cent. The Korean War in the early 19S O's sent
wool prices through the ceiling, and Australian exports in
1950/51 rose by an unprecedented 65 per cent. Of the $764
million increase in this year, wool alone provided $640 million.
After a price recession in 1951/2, wool prices again rose re-
sulting in the big upward movement in export receipts in
1952/3. The next large jump in exports occurred in 1956/7
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Australia's Exports — 1946/7 to 1967/8
$ Mill

from
% Change

Previous Year
1946/7 527 —

47/8 792 50
48/9 1042 32
49/50 1184 14
50/1 1948 65
51/2 1326 —32
52/3 1690 27
53/4 1622 —1
54/5 1520 —6
55/6 1537 1
56/7 1954 27
57/8 1610 —18
58/9 1612
59/60 1860 15
60/1 1847 —1
61/2 2128 15
62/3 2121
63/4 2730 29
64/5 2574 —6
65/6 2626 2
66/7 2926 11
67/8 2944 1

Average Annual Increase	 11%
Average Annual Increase in Real Terms 	 5%

Source: Commonwealth Statistician. The figures above have been adjusted for balance
of payments' purposes and differ from other statistics on exports not so adjusted.

when the Suez crisis gave rise to a boom in world commodity
prices.

In 1963/4, export income, which had barely averaged
$2000 million in the preceding three years, suddenly rocketed
to $2730 million. Everything seemed to go right at once. Pro-
duction of the main export commodities — wool, wheat, meat
and metals — achieved record levels at the same time as world
demand was strong and prices were higher than for some years.
It was perhaps asking too much to expect this good fortune
to last. But even with severe drought conditions and sagging
prices for wool and wheat, exports in 1967/8 were the highest
ever — largely because of a 30 per cent increase in mineral ex-
ports. With a favourable season in prospect, the increase in ex-
ports in 1968/9 may rank with the striking successes achieved
in 1963/4, 1956/7 and earlier boom years.

During the 1960's, new and unforeseen markets opened
up in the booming Japanese economy, in Mainland China and
other parts of Asia, and in North America, for wheat, meat,
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Exports and Development (continued) 	

dairy products, and in sugar formerly supplied by Cuba. En-
couraged by the revitalised export prospects and aided by
good seasons, increased investment and better farming prac-
tices, production of wheat, meat and sugar soared dramatically.
In the wool industry, elimination of the rabbit pest, pasture
improvement and better methods, also boosted output well
above the levels of the early 1950's. Despite increasing com-
petition from synthetics and falling prices, wool exports were
on the way up again.

Hard on the heels of this transformation in the rural in-
dustries came the new mineral discoveries — iron ore and
bauxite to be followed by other exciting finds, notably nickel
which has yet to culminate in large-scale exports. Great new
markets also emerged for coal and other traditional minerals
in Japan and elsewhere. By the. mid-1970's Australia could be
earning over $1100 million a year from minerals, a higher
amount than for wool and ten times more than mineral ex-
ports in the mid-1950's.

A recent study by an officer of the Bureau of Mineral Re-
sources suggests an extraordinary rise in mineral earnings by
1975. Here are the figures compared with 1955 and 1967/8.

Mineral Exports 1955 to 1975

	

1955	 1967/8	 1975
S Million	 Estimated

Iron Ore	 —	 100	 340
Aluminium/ Bauxite	 —	 50	 150
Coal	 2	 87	 180
Lead & Zinc	 72	 129	 160
Copper	 7	 37	 80
Mineral Sands	 7	 35	 70
All Other	 19	 32	 120

Total	 107	 470	 1100

Source: Commonwealth Statistician. 1975 estimates based on an article by Mr. R. Pratt in
the Australian Mineral industry Review, March, 1968, and Department of National Develop-
ment estimates.

Japan has been the predominant outlet for the expansion
in mineral exports. It is now importing minerals and metals
from Australia to the tune of $250 million a year, compared
with imports of only one or two million dollars in the mid-
1950's. By 1975 we could be exporting minerals worth $500
million a year to Japan. On the basis of contracts already
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signed, exports of iron ore alone are expected to increase from
2 million tons in 1966 to 25 million tons by 1975. Australia
should be supplying over one-third of Japan's total iron ore
needs by the early 1970's.

Along with the great increase in the appetite of the
Japanese steel industry for Australian iron ore has gone a
steeply rising demand for Australian coal. Exports of coal,
mainly to Japan, have soared from 250,000 tons little more
than a decade ago to over 10 million tons this year. Japan now
buys over half her total coal requirements from Australia.

Japan's rapidly expanding aluminium industry is looking
to Australia to become its major raw material supplier within
two years. It is expected to almost double its imports of Aus-
tralian bauxite within the next 5 years.

The transformation of the Australian export picture in
the 1960 decade, compared with the rather apprehensive mood
of the 1950 decade, is due primarily to the fantastic growth
rate of the Japanese economy. From a figure of $50,000 million
in 1960, the Japanese gross national product more than
doubled to $108,000 million in 1967, and should double again
by the early 1970's. Japan's GNP is third only to the United
States — $700,000 million — and U.S.S.R. — $200,000 mil-
lion. It matches West Germany's and is ahead of Britain's
$90,000 million. Based upon expectations of a continued rapid
growth rate in Japan, the prospects for increasing exports look
exceedingly bright.

Before the War about two-thirds of Australia's exports
went to Europe, principally to Britain, - and consisted of a re-
latively small number of goods. Now we export a much wider
range of commodities, which go largely to the Pacific area.
Japan, Mainland China, India and other South-East Asian
countries, New Zealand and the Pacific Islands today take over
SO per cent of Australia's exports, compared with 17 per cent
before the War and 26 per cent in 1954/5. The British market
still remains critical for dairy produce, sugar and fruit, all of
which are likely to suffer setbacks should the United Kingdom
finally succeed in joining the European Common Market. But
whereas a decade or so ago exports "at risk" because of
Britain's entry constituted over 20 per cent of all exports, this
proportion is now down to less than 10 per cent.
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Exports and Development (continued) 	

The Table below summarises where Australia's main ex-
ports went in 1967/8.

Where Our Exports Go 1967/8

$ Million

Japan	 246 32 27	 6 — 21 247 35 29 643

United Kingdom	 72 31 37 40 45 36 84 29 47 421

United States	 47 — 176	 1	 2 21 42 66 48 403

New Zealand	 2	 3 — —	 4	 6	 4 122 15 156

European Corn. Mkt.	 195 12	 3 — 20 — 44 11 74 359

Hong Kong/Malaysia etc.	 7 34	 5 10	 6	 6	 8 53 46 175

China	 4 121	 1	 1	 127

India, Pakistan	 12 38 — — — — 11	 5	 5	 71

Papua/New Guinea	 —	 1	 6	 2 —	 1 — 47 35	 92

All Other	 131	 97 31	 30 24	 6 30 167 83 599

716 369 285 89 101 97 470 536 383 3046

Sources Department of Trade & Industry. Figures are unadjusted for balance of payments'
purposes and include re-exports.

Over the past 10 or 15 years great changes have occurred
in the relative importance to Australia of the main wool-con-
suming countries. Britain has been replaced by Japan and the
Common Market as Australia's predominant outlets for wool.
In 1948/9, Japan imported only 20 million pounds weight of
Australian wool, compared with 400 million pounds by Britain.
But 20 years later Japan is importing over 500 million pounds
and Britain 180 million pounds.

The United Kindom was supplanted in 1960/1 by Main-
land China as the largest importer of Australian wheat. From
1948/9 to 1967/8, Britain's purchases of wheat fell from
900,000 tons to 565,000 tons, but sales to Mainland China have
soared from nothing to 2,400,000 tons. There has been a steep
decline in flour exports, largely because Britain has dropped
from first place in 1948/9, with imports of 470 million
pounds to eighth place in 1967/8 with imports of only 22 mil-
lion pounds.

Formerly Australia's principal market for meat, Britain
has fallen well back in the field behind the United States, and
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is fast being overtaken by Japan. Meat consumption in Japan
has grown from 9 pounds per head in the mid-1950's to 22
pounds in 1964/5, and is still rising rapidly. As Americans and
Australians consume an average of about 200 pounds of meat
annually per head, it would seem that the scope for increased
meat exports to Japan is considerable.

Japan is now Australia's principal market for hides, coal,
iron ore, copper ore and concentrates, pig iron, inedible tal-
low and cheese; our second best customer for mutton and
lead and zinc ore; and third best for sugar, wheat and beef.
The dynamic Japanese economy, with rapidly rising living
standards, now has a much more diversified demand for Aus-
tralian goods. In the 1950's Japanese imports from Australia
other than wool amounted to only 20 per cent of the total;
today they exceed 60 per cent.

The broad changes in the direction of Australia's trade
since the War are set out in the table below:

Direction of Australia's Exports* 1938/9 to 1967/8
1938/9 1948/9	 1958/9	 1966/7

% of Total Exports
1967/8

United Kingdom 54 42 32 13 14

Common Market 15 19 17 13 12

Other Europe inc. U.S.S.R. 3 7 4 5 4

Japan 4 1 13 19 21

China 2 — 2 4 4

Other Asian 7 12 9 17 16

United States 3 6 8 12 13

Canada 2 2 2 2 2

New Zealand 5 3 6 6 5

Papua/New Guinea, Pacific Islands	 2 2 3 5 5

All Other 3 6 4 4 4

100 100 100 100 100

Source: Commonwealth Statistician. 	 •Excludes Gold.

It will be seen that trade with Asian countries other than
Japan and China has also grown substantially compared with
pre-war. The table on page 78 shows the proportion of exports
going to "Other Asian" countries in 1938/9 and 1967/8.
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Exports and Development (continued) 	

Trade With "Other Asian" Countries

Hong Kong

Malaysia
Singapore

India
Pakistan

Ceylon
Thailand

Indonesia
Philippines
All Other

}

Total

Total Value

1938/9

0.4

1.6

1.6

1.1

0.1

1.1
0.4

0.3

1967/8
% Total Exports

2.0

1.9
1.9
2.2
0.2

0.5

0.8

0.5

1.4
4.2

6.6 15.6

$16 m. 5474 m.
Source: Commonwealth Statistician.

The growth of a much more diversified market for a wide
range of primary products and manufactured goods in the
Pacific area has brought trade "nearer home" and rendered us
less dependent on a few basic commodities sold to European
markets.

The table on page 77 shows a sharp increase in commo-
dity trade with the United States, from 3 per cent pre-war to
13 per cent today. Of the $403 million exported to the United
States in 1967/8, meat comprised 44 per cent, minerals 10 per
cent, wool 12 per cent, sugar 5 per cent, and crayfish tails 3
per cent.

The certain increase in mineral exports in the coming
years gives strong grounds for optimism over the export pro-
spect. The mineral bonanza is yet another of the recurring
unpredictables in the Australian export picture; it should en-
able us to sustain a high level of development through the
1970's. However, this happy prospect could be undermined if
year-by-year rises in costs and prices are not firmly restrained.
The wise management of the internal economy is the real key
to success in the export field.

Considerations of price and cost stability should occupy
a more important place in the deliberations of Government
policy-makers and of the Commonwealth Arbitration Com-
mission in the future than they have done in the past.
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APPENDIX
TABLE I - Changing Pattern of Australia's Exports 1938/9 to 1967/8

Agriculture
Wheat and Flour
Sugar
Fruit
All	 Other

Dairy Products
Pastoral
Wool
Meat
All Other

Fisheries	 and	 Forestry
Mining
Gold	 Production
All Other

Total Primar
All Other -
Mainly Manufactures

"1

1938/9

9
3
4
4

20
11

30
8
6

44
1

9
9

18
94

6

1948/9	 1958/9
% of All Exports

18	 6
2	 4
2	 4
5	 5

27	 19
8	 51/2

43	 37
5	 12
2	 5

50	 54
1	 1

2	 2
5	 61/2

7	 81/2
93	 88

7	 12

1967/8

121/2
3
3
31/2

22
3

24
10

3

37
1

1
16

17
80

20

100 100 100 100

Source: Commonwealth Statistician.

TABLE II - Exports of Manufactures
1960/1 1966/7

$ Million
1967/8

Food,	 Drink	 and	 Tobacco 7.0 16.2 17.3
Yarns,	 Textiles 6.3 16.4 17.5
Petroleum	 etc. 39.6 29.9 32.6
Iron	 and	 Steel 45.7 117.2 95.7
Vehicles and	 Parts 19.4 47.9 47.3
Other Metal	 Manufs. 21.5 46.9 43.9
Machines	 and	 Machinery 29.0 65.7 66.8
Paper,	 Stationery 7.4 15.0 12.8
Chemical,	 Medicinal 16.6 49.2 84.9
All Other 23.8 58.3 59.0

216.3 462.7 477.8
Re-exports 20.0 45.4 57.8

236.3 508.1 535.6

Source: Department of Trade & Industry.
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the key i-
PRODUCTIVITY

New Booklet

Better Living Standards 
the Key is Productivity

The I.P.A.'s new booklet, entitled "Better Living Standards — The
Key is Productivity", has now been published. Copies are available for
distribution at 20 cents each.

The booklet says that higher productivity is necessary:
• to improve living standards
• to meet the mounting burden of defence
• to assist under-privileged people, both in Australia and other

countries.
• to improve public facilities in education, roads, water storages

and so on.
• to curb rising industrial costs

Productivity, states the booklet, is not just a question of working
harder or longer hours. It is a constant search for a better way, from
which comes a better life. It is not something concerned solely with
machines. It is a human study concerned primarily with human beings.

The booklet quotes the striking gain in productivity in the black
coal industry resulting from mechanisation and the support of the min-
ers. In 1949, 18,000 Australian miners produced 9.4 million tons of coal.
In 1967, 12,000 miners produced 26.8 million tons.

There is always a better way of doing things. If, with greater efforts,
we were able to lift the rate of productivity increase from 2+% to 3i%
per annum, there would be twice as much to share out in 20 years' time.
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The booklet says that wage increases that run ahead of productivity
gains result in inflationary price rises which slow down progress and
development, and bring hardships to elderly people living on their sav-
ings.

Prominent trade unionists, such as Mr. Albert Monk, and other
leading figures are quoted in support of productivity.

In preparing the booklet the I.P.A. has benefited from the advice
and assistance of industrialists and the Department of Labour and Nat-
ional Service; the Minister, Mr. Leslie Bury, has kindly given the pro-
ject his personal commendation. Extracts from a letter Mr. Bury has
written to the Institute are given below.

Thank you for the opportunity to read your Institute's booklet, "Better Living
Standards — The Key is Productivity". The need in Australia to spread an understand-
ing of the importance of productivity in our national life is great. Raising productivity
is a national cause to which everyone everywhere can contribute something. How to
make and do more with less time and effort is a constant thought which should infuse
us all. The fact that we number so few in an uncertain world makes urgent the task
of realising the full potential of every individual and group.

Living standards depend on productivity. For this reason alone the Institute's
purpose in producing and distributing this booklet is highly commendable and deserves
a lively response. There are, of course, many ways of increasing productivity. For
example, my own Department has been vigorously promoting and assisting productivity
groups in industry. These groups, which now cover over 3,100 member firms in all
parts of Australia, regularly bring people from industry and commerce together to
exchange their own experience and ideas on how their operations can be made more effi-
cient. Their activities have led to savings of some millions of dollars a year to Austra-
lian industry. We should like to interest more and more people in this movement.

Your Institute's booklet will, I hope, command the attention of a large audience.
I wish your venture every success.

Yours sincerely,

(Signed) LESLIE BURY.

Everyone connected with industry and with economic policy agrees
on the crucial importance of productivity. It is desirable to establish
this importance in the minds of the community generally. The I.P.A. is
confident that companies and firms throughout Australia will co-
operate in making this educational campaign a success by distributing
the booklet widely among their employees. At the time of writing, ord-
ers for the booklet have been received from 160 companies for a total
of 21,500 copies. Fifty-seven companies have ordered 100 or more
copies each.
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Taxes Creep Up

This year's Budget has escaped severe criticism — an indication of its general
acceptability. The broad budget strategy of mild restraint (set against the 1967/8
Budget) is, in the present economic context, right. That taxes keep edging up
year by year, however, is disturbing.

Current government receipts from all sources — Commonwealth, State and Local
— will in 1968/69 approximate 36 per cent of the national income compared
with 31 per cent 5 years ago. At these levels taxes constitute a built-in infla-
tionary factor.

IN their broad pattern, the three McMahon Budgets have all
been soundly conceived and, at the same time, have escaped

with less criticism than Budgets customarily evoke. The Trea-
surer, in the traditional post-budget discussions, has shown an
exceptional understanding of the complex economics under-
lying the task of budget-making. He has also revealed himself
to be aware of long-term trends in government finances
which, if not arrested, could disturb the fine balance of the
economy. Mr. McMahon has, too, a keen appreciation of polit-
ical realities.

This is not to say that the 1968/9 Budget satisfies, on all
points, the strictest economic canons. But then ideal economic
policies are impossible to pursue in the real world where a
balance must be struck between conflicting pressures and in-
terest groups. This is often overlooked by critics who tend
to forget that a budget is as much a political as an economic
document. Unhindered by the inevitable political constraints,
Treasurers would almost certainly fashion budgets which
would differ quite markedly from the ones they actually pro-
duce. The political aspect of the 1968/9 Budget stands out
most noticeably in the generous assistance provided to rural
producers, which must necessarily be to some extent at the
cost of pressing community needs in the main centres of
population.
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There are, of course, limits to what governments should
spend, and some would say that total government outlays in
Australia — Commonwealth, State and Local — are already
exceeding these limits. Nevertheless, it will not be possible for
much longer to ignore the need for channelling more public
funds into great centres of population such as Melbourne and
Sydney to meet the increasingly urgent problems with which
they are confronted. The apparent indifference of the 1968/9
Budget to these problems is, unfortunately, encouraging the
State Governments to take matters into their own hands.
The Tasmanian and South Australian Budgets have both
imposed increased taxes, most notably by a receipts tax, thus
following the example set by the Victorian Government. The
Premier of New South Wales has given notice of his Govern-
ment's intention to raise taxes quite sharply to provide funds
to meet inescapable State expenditures.

All this is not likely to please the Commonwealth Trea-
surer who, on numerous occasions, has voiced his concern over
government expenditure as a whole and its tendency to absorb
an increasing proportion of the gross national product. This
year's Commonwealth Budget has made a definite, although
not large, attempt to curtail the rate of growth of government
spending, which is less than in previous years. But the bene-
ficial economic effects of this may be undone by the State
Governments running counter to the broad financial and eco-
nomic strategy of the Central Government.

Set against last year's Budget, Mr. McMahon's third
Budget has a mild bias towards restraint. This strategy is un-
questionably correct' in light of current economic probabilities.
It is a pity, however, that the restraint had to be sought largely
through the medium of increased rates of taxation rather than
through stronger curbs on government spending than those
that have been applied. At a time when the Commonwealth is
rightly concerned about the pressures making for inflation,
the Budget may unfortunately have the effect of adding to,
rather than detracting from, these pressures. The not insub-
stantial increase in Company Tax, the increased rates of Sales
Tax, and other measures in the Budget to provide additional
revenues, will aggravate the trend toward rising costs and
prices. Where taxes are already very high, and close to the
limits of public tolerance, the correct Budget strategy, if it is
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Taxes Creep Up (continued) 	

to make its contribution to stable prices, must be the curtail-
ment of government spending. But, given the scale of spend-
ing in the Budget, the increased tax levies could hardly have
been avoided.

Taxation as a proportion of national income is edging up,
almost inexorably, year by year. Total government receipts
from taxation in the current year should approximate 32 per
cent of the national income (based on a 9 per cent rise). This
is a long way past Colin Clark's celebrated bench-mark for a
non-inflationary tax level, namely 25 per cent.

But even this is not really the full story. In recent years
there has been an increasing tendency to use government busi-
ness undertakings as a tax medium. Fairly frequent and sub-
stantial tariff changes have been made by government utilities
for the services they provide. Electricity, telephone and postal
charges are good examples. The impact of these charges on the
ordinary citizen is no different from an addition to his taxes.
If the surpluses made by government business undertakings are
added to total tax receipts, government revenues from all
sources in the current year may amount (it is necessarily an
estimate) to a rather alarming figure approximating 36 per
cent of the national income.

It is interesting to contemplate the long-term trends as
revealed in the following table:

Government Receipts as % National Income

1938/9

%

1948/9

%

1958/9

96

1963/4

%

1967/8

%

1968/9
Est.
%

Company Tax 2.1 3.9 4.4 4.1 4.5 4.8
Personal Income Tax 3.3 10.7 7.9 8.8 11.3 11.4
Other Commonwealth Taxes 8.2 10.8 10.6 9.3 9.8 9.8

13.6 25.4 22.9 22.2 25.6 26.0
State and Local Taxes 4.6 3.4 4.8 5.1 5.7 6.0

18.2 28.8 27.7 27.3 31.3 32.0
Public Enterprise
Surpluses - C/wealth 0.6 0.1 0.7 1.3 1.5 1.7

States 3.4 1.0 1.9 2.3 2.4 2.5

Total Revenue 22.2 29.9 30.3 30.9 35.2 36.2

Sources: Commonwealth Statistician, National Income Estimates and Accounts.
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Taxes are taking 4.7 per cent more of the national income,
and all government receipts over 5 per cent more, than only
five years ago. Indeed the big jump in taxes and government
spending has occurred in the last few years. There is a disturb-
ing inexorability about the consistently rising tax trend. How
long and how far must it go on? When does it reach the end
of the road? At what point do taxation and other government
impositions disturb the balance of the economy, became a
built-in inflationary force, and, by detracting from incen-
tives, slow down the rapid development and progress which
we are all concerned to seek? It is right to ask these questions.
They raise problems of basic importance which should occupy
the attentions of economists in the public service and else-
where.

But even if the answers were known, a Commonwealth
Treasurer would not find it easy to apply them. He would still
have to confront the clamorous, and often conflicting, de-
mands from numerous pressure groups, and the voracious ap-
petites of the States for more money, appetites which, let it
be said, are not the product of greed so much as of legitimate
need. Nevertheless, it will be a red-letter day for us all when
a Treasurer feels himself able to lighten the load of the tax-
payer instead of adding something extra year by year.

At least the current incumbent has shown himself to be
keenly aware of this point. In a speech to the Institute of
Directors on August 22, Mr. McMahon indicated that the
Government would hope to moderate taxation in the middle-
income ranges in the near future. The Treasurer acknowledged
that, compared with similar groups in other countries, these
people were bearing a heavy burden of tax.

In several articles in recent years the I.P.A. has pointed to
the steeply progressive taxes on incomes in the middle range.
An article, "Too Steep Too Soon" (October/December 1966
"Review") showed that a man on a salary of $8,600 paid 29
per cent of his income in taxation. In Britain around that time,
a similar income paid 23 per cent, in West Germany 19 per
cent, in the United States 14 per cent, and in Switzerland and
France 17 per cent. But, from the standpoint of the disincen-
tive effect, the tax payable at the margin on additional earn-
ings is even more important than the total tax. On an in-
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Taxes Creep Up (continued) 	

come of $12,500, extra earnings of $100 paid $56 in tax in
Australia. In the United States where executive salaries are
much higher, a man on $25,000, living in California, paid only
$38 in $100 of extra earnings. For $100 of additional earnings
above $12,500, the figures for European countries were as fol-
lows:

United Kingdom 40

West Germany 38

France 22

Because of the crucial importance of the contribution
they make to the progress of the economy and to the achieve-
ment of higher productivity, the maximum possible en-
couragement should be given to able, enterprising people of
executive rank and to highly trained professional people. Un-
der the present tax scales, adequate encouragement is lacking
Many people in the middle-income brackets, starting with
limited capital resources, find it difficult to accumulate sav-
ings out of their earnings beyond the necessary provisions for
their retirement in a fairly remote future.

IN these days of vast government spending the Common-
wealth budget seems to have lost a great deal of its efficacy

as a fine economic regulator. The sheer, monolithic character
of the budget makes it an insensitive instrument to deal with
incipient inflationary or deflationary situations in the econ-
omy. The adjustments it can make at the margin, one way or
the other, to affect demand seem to be insignificant against
a total national expenditure of around $25,000 million. A
moderate increase in the Total Wage, for instance, would
make for greater additional claims on resources than any con-
ceivable increase in the deficits of the national budget.

This does not mean that the scale and pattern of spending
in the budget are unimportant in their impact on the econ-
omy. The Commonwealth Budget has become so huge, and the
structure of its spending such (with a high proportion of
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spending on capital works and defence) that it virtually con-
stitutes a built-in inflationary force. Thus, it can be mislead-
ing to speak of the budget as deflationary just because its net
effect is to add less to the demand on resources than was added
by the budget of the previous year.

It is clear that there should be a much more. discrimi-
nating, scientific approach to the establishment of proper
priorities in major government projects, Commonwealth, State
and Local. Until this is done, government spending as a whole .
will continue to make increasing claims on available resources,
despite all the good intentions.

The budget itself is, of course, not the cause of a chronic
tendency toward inflation. The fault, if there be one, lies, at
least partly, in the national economic goals and policies of
which the budget is no more than the reflection.
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I E A Publications

The I.P.A. now has stocks of the following new publications of the Institute of
Economic Affairs, London. They will be of value to companies, public servants,
libraries, universities and students of public affairs.

Discounts of 33-1/3% are offered to booksellers and 10% to schools, universities
and libraries.

"The Business of Capitalism"
	 p. 179	 Price $5.50

By Harold Wincott of "The Financial Times", London. Mr. Wincott is one of
the leading economic commentators of our time. This book contains a selection of
very readable articles on the economic events of the 1960's. The theme running
through this book is that everyone benefits from profits. Higher wages and incomes
depend on the ability of companies to increase their profitability and an important
part of government revenue is derived from taxes on companies.

Some of the arresting chapter headings are:—
"Please, What is Deflation?"
How not to Reform Taxes.
Keynes, up to Date.
Sir Winston Churchill & Economics.
2f% or Spitting in the Foreman's Eye.

"Charting the British Economy" 	 p. 173	 Price $5.00

By Barbara Marlow, Statistical Consultant.

This book contains over 70 charts of the main economic indicators. The charts
deal with a wide range of subjects — population, manpower, unemployment, National
income, production, investment, savings, prices, wages, overseas trade and the balance
of payments.

Each chart is acccompanied by a text which explains the significance of the
trends disclosed and the sources of the statistics used.

"Dependency and the Family"
	 p. 68	 Price $1.10

By Dr. Marjorie Bremner, Sociologist and economic writer.

Adam Smith, Abraham Lincoln and John Maynard Keynes all believed that
government should do what individuals could not do for themselves. But in the
modern world government has far exceeded these limits. Its authority has been ex-
tended with little reference to the opinions and preferences of individuals.
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"The Shape of Britain's Tariff"	 p.62	 Price $1.10

By Prof. S. J. Wells, Economics Professor, University of Salford.

The author discusses GATT, The Kennedy Round and the consequences of freer
trade. He quotes figures to show that the U.K. and U.S.A. tariffs are higher than
those of the European Economic Community.

"Economics, Education and the Politician" 	 p. 76	 Price $1.10

By Dr. E. G. West, Reader in Economics, University of Kent.

There are people in high places who believe the citizen is competent to make
valid choices as a consumer of everyday household items, but not in decisions con-
cerning welfare services, education, medical care, housing and pensions. Dr. West
advocates a system of education vouchers which parents may redeem at any approved
private or state school.

*
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Then and

Now

by

SIR KEITH HANCOCK

Sir Keith Hancock, an historian and scholar of world renown,
ranks among the best minds this country has produced. His book,
"Australia", written in 1929, is regarded as a classic in its field. The
London "Economist" described Sir Keith's most recent work "Smuts:
The Fields of Force 1919-1950" as "the crowning achievement of one
of the great historians of our time".

From 1924 to 1933 Sir Keith was Professor of Modern History at
Adelaide University. He left his native country to take a similar chair
at Birmingham University. In 1944 he became Professor of Economic
History at Oxford and, in 1949, Director of the Institute of Common-
wealth Studies, London.

In 1957 Sir Keith was invited to head the Research School of
Social Sciences at the Australian National University. On his retire-
ment in 1965, he was created the first University Fellow of the A.N.U.

The I.P.A. is honoured that Sir Keith agreed to contribute to
"Review" his impressions of Australia today compared with the Aus-
tralia he wrote about 40 years ago.

Under editorial instruction I have re-
read an old book, W. K. Hancock's
Australia, with a view to spotlighting
some differences between conditions and
prospects then — the late 1920's — and
now — the late 1960's. I did not enjoy

my return to the book. 1 found its style
showy and its pronouncements sweeping.
The author seemed to me far too fond of
ticking off his fellow countrymen. I
thought him a cocky young man. Never-
theless, I tried to make allowances for
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him. If he was a scold, he was also a
patriot. His book was a call to his fellow-
Australians to put their house in order.

In the brief span of their recorded
history up to that time — a bare 140
years — their achievement had been im-
mense. By the late 1920's, six million
Australians were holding in firm posses-
sion a continent of three million square
miles. To be sure, they were not holding
it entirely by their own military, political
and economic power. They had grown
to nationhood under the protection of the
British navy. Britain had primed their
economic pump, supplied them with
people and enacted their constitutions. In
breed, social habit, legal order and poli-
tical behaviour, they were, in their own
phrase, 'ninety eight per cent British'.
Yet they were British with a difference.
Inside the British Empire, they themselves
were making an Australian nation which
was destined, they felt sure, to strike out
along a new and glorious path. With
their gaze fixed on the future, those six
million Australians were already finding
inspiration in the legendary achievements
of their own short past.

In the 'Australian Legend', pioneering
held pride of place, as well it might, con-
sidering the sheer physical achievement
of the pioneers. Muscle power — the
farmer and his three tall sons swinging
their axes — had imposed discipline and
productive order upon the Bush. Brain
power — Macarthur breeding his sheep
and Farrer breeding his wheat — had
given purpose and direction to muscle
power. Working together, muscle and
brain laid the foundations of Aus-
tralia's economic independence. Upon
these foundations, Australia's political in-
dependence stage by stage took shape.
In 1900, the Australians achieved national
unity. In 1915, Gallipoli told the world
that the new nation had arrived.

When Hancock began to write his
book, the Commonwealth of Australia

was not yet thirty years old; but the line-
aments of its self-portrait were already
firmly drawn. Racial homogeneity,
political democracy, social justice — these
three articles constituted the Australian
creed. Between 1900 and 1914, the
creed took institutional shape. White
Australia, industrial protection and the
judicially determined 'fair and reasonable'
standard of living became 'the settled
policy of the country'. Poets applauded
the policy; the people defended it. All
parties took a hand in shaping the
national navy and the citizen army. Aus-
tralians saw themselves, in those exuber-
ant early years of their nationhood, as a
people at once idealistic and realistic, the
high-minded and hard-headed pioneers
of human progress. Alas, they pitched
their self-praise too high. During the
1920's, their high-mindedness turned sour
and their hard-headedness turned soft.

In those years, White Australia became
definitely a nasty slogan. As embodied in
the Immigration Restriction Act, the
policy had a core of sound sense; a capi-
talist economy, dependent upon coloured
labour, would have ruined democracy in
Australia without conferring any tangible
good upon Pacific Islanders or Asians.
This said, the xenophobic smell of White
Australia has to be frankly admitted.
After the first World War, that smell be-
came a stink. Demagogues jeered at
the 'semi-coloured' Italian immigrants
and launched the slogan 'Don't Let A
Day Go By Without Kicking Out A
Dago'. Australia would sink herself,
they cried, if she failed to keep herself
ninety eight per cent British. Equally,
she would sink herself if she failed to fill
her 'vast open spaces'. These two pro-
positions underpinned the 'development
and migration policy', a joint British-
Australian effort which got off to a fair
start but after a few years ran into trouble.
As the 1920's approached their close, the
flow of British settlers dried up; but the
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Then and Now (continued) 	

costs of land settlement stuck. If prices
were to fall, those costs were likely to be-
come ruinous, both to the settlers and to
Australia as a debtor country. Moreover,
the policy contained a paradox: while
Australia was borrowing hundreds of
millions of pounds to settle British city
dwellers on the land, native born Aus-
tralians in their scores and hundreds of
thousands were quitting the land and
flocking to the cities. That trend was not
peculiar to Australia; but Australian
policy aggravated it. During the 1920's,
tariff protection became the natural
right of every Australian manufacturer,
large or small, efficient or inefficient. On
this issue, the city workers were at one
with their bosses; protection, they be-
lieved, safeguarded their standard of
living. Yet was it fair for people in the
cities to enjoy these safeguards while
people on the land remained deprived of
them? Under pressure from the Country
Party, some of the farmers — most
notably the dairy farmers — were given
protectionist shelter. But the game stop-
ped there. No shelter was available for
the graziers and wheat farmers. Heavily
burdened by the excess costs of protec-
tion, they had to earn the foreign ex-
change which Australia needed to sustain
her programme of development and her
standard of living. In the terms of subur-
ban comfort, that standard was respect-
able; but Hancock's Australia labelled it
`the middling standard'. 'Middling' per-
haps was too kind a description of Aus-
tralia's contribution during the 1920's to
the spiritual, artistic and scientific endeav-
our of mankind.

A minority of Australians stood out
against the middling standard — such
Australians as Vance and Nettie Palmer,
whose unflamboyant, unflagging devo-
tion to literary quality deserves to be well
remembered. In industry, in the churches,
in the universities — in every walk of
life — like-minded individuals were taking
the same stand against easy-going medio-

crity. The time came at last when the
Commonwealth government began to see
the danger signals. An important land-
mark of policy was the financial agree-
ment of 1927, which led, among other
things, to the rational co-ordination of
public borrowing through the Loan
Council. About the same time, the in-
auguration of C.S.I.R.O. promised a new
deal for science in Australia and immense
benefits in long term to the Australian
economy. Unfortunately, the economy
could not wait for the long term. It re-
quired immediate and drastic surgery. In
1929, a magisterial report on the tariff
measured the excess costs which had been
piled upon. the export industries; in the
same year, those industries suffered the
first disastrous instalment of a long con-
tinuing fall of their returns. An economic
blizzard began to blow throughout the
world. It grievously afflicted the Aus-
tralian people. At the same time, it
toughened them.

In the early 1930's the author of Aus-
tralia went overseas. For the next quarter
of a century, he earned his living there.
when at long last he returned home, he
saw few surviving traces of the boom-and-
burst society that his book had depicted.
He has not yet ceased wondering at the
differences between then and now.

These differences are quantitative. Aus-
tralia then had approximately six million
people; now she has twelve million — as
large a population as Great Britain had
when she confronted Napoleon. The
equipment per head of these twelve mil-
lion Australians is on a scale which no-
body in the 1920's ever dreamt of: instead
of the farmer and his sons swinging their
axes we see today fantastic earth-moving
monsters imposing the will of Man upon
Nature's immemorial design. Nearly all
the monsters are Australian-made, for
Australia nowadays possesses a robust
engineering industry with a firm industrial
base. For this achievement, part of the
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credit is due to the tariff reformers of the
1930's who made industrial protection
conditional upon industrial efficiency; part
of it is due to the captains of industry who
gave their country, among other blessings,
high quality and low-cost steel. The con-
tribution of secondary industry to Aus-
tralia's national income has grown sensa-
tionally. However, the same cannot be
said of its contribution to Australia's ex-
port income, upon which the pace of na-
tional development depends just as much
in the 1960's as it depended in the 1920's.
Now, as then, the man on the land is the
main earner of foreign exchange; now, as
then, he finds the price signals dispiriting.
Yet the nation does not, and seemingly
need not, share his forebodings. Minerals
are coming to the rescue of the balance
of payments. No comparable transfor-
mation of the economic quantities has
happened in Australia since the gold
rushes of the 1850's.

The transformations of recent decades
are not only quantitative but also qualita-
tive. The new technology has its roots
in science. In the late 1920's, C.S.I.R.O.
was a puling infant; today it is a lusty
giant. Scientific research flourishes in the
universities. The Australian taxpayer no
longer needs persuading that science is
a profitable investment; he sees the men
of science achieving in depth what the
explorers had achieved superficially and
applauds their discoveries for the grist
they bring to his own mill. What is more,
he understands that the scientific discover-
ers are queer animals who will not work
at their top form if they are tied down too
tightly to tasks of immediate utility. For
these and other reasons, our nation no
longer suffers a net drain of scientific
talent. In some branches of research,
such as astronomy and microbiology,
Australia has made herself a Mecca for
scientific pilgrims. This achievement has
not been bought by the excessive concen-
tration of effort in a few zones; on the
contrary, progress has been on a wide

front, extending from the natural sciences
to the social sciences. Nor would any-
body maintain, as he recites the names of
the nation's creative painters, poets and
novelists, that the arts in Australia are
trailing hopelessly behind the sciences.

Australia's intellectual life, it thus ap-
pears, no longer remains subservient to
`the middling standard'. What is more,
Australia no longer remains 'ninety eight
per cent British'. Quantitatively, the in-
flow of immigrants from continental
Europe has been an essential condition of
Australia's industrial effort; to cite only
one example, the Snowy Mountains
Authority has been heavily dependent
upon the immigrant component of its
work force. Qualitatively, these New
Australians have acted like a lively yeast
in Australia's Anglo-Saxon dough. More-
over, they have enjoyed on balance a
better welcome than once seemed likely.
To be sure, some Australians have treated
them with indifference or dislike but
others have offered them a warm-hearted
hospitality. No demagogue nowadays
would dare to launch the slogan "Don't
Let a Day Go By Without Kicking Out
A Dago'. As a nation, we seem to have
outgrown our xenophobia. What other
explanation can there be of the welcome
we are now giving to nearly twenty
thousand students from Asia?

Perhaps the greatest contrast of all be-
tween the late 1920's and the late 1960's
is the awareness which Australians at long
last have achieved of their close neigh-
bourhood with Asia. Hancock's Aus-
tralia, setting aside its saving last page,
was Europe-centred. That was under-
standable, in view of the economic, poli-
tical and strategical pattern of those years;
but the fall of Singapore in 1942 tore the
pattern. Ever since then, the balance of
world power has kept on shifting to the
detriment of Europe and, in particular, of
Great Britain. This fact does not justify
the geographically inept and historically
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ridiculous slogan, 'Australia is a part of
Asia'. Australians remain, as they were
before, a people of European descent and
culture. What they have lost is the
shelter which European world-domin-
ance once gave them; what they have
gained is the knowledge that they must
stand on their own feet and learn to live
with Asians on terms of good neighbour-
hood. Of course, as their wide flung
trading and diplomatic connections de-
monstrate, they have to live with other
peoples also; the Asian region does not
and cannot contain all their activities and
interests. In the contemporary com-
munity of nations, almost every local con-
flict or constructive achievement has re-
percussions far beyond the local boun-
daries; consequently, Australia has to
conduct her foreign policy on the world
scale. In the late 1920's, she did not as
yet possess the trained administrators who
are required for this large task; in the
late 1960's, she may congratulate herself
upon possessing a highly competent De-
partment of External Affairs. Whether
or not the departmental officials have
received wise political direction—whether
or not, for example, the Colombo Plan and
military intervention on the Asian main-
land are mutually supporting components
of Australia's foreign policy — is too
large a question for this short article.

The article, up to this point, has
painted so encouraging a picture of the
contrasts between then and now that it
may have pandered to the mood of lazy
self-satisfaction which, forty years ago,
infuriated and alarmed the author of Aus-
tralia. It is right for Australians to feel
proud of their good management and
grateful for their good luck; but com-
placency could do them as much damage
now as it did them during the 1920's.
In the nation's economic, political and
social life there are today some headaches
which, failing the right remedies, could
well become dangerous illnesses.

Anybody who wishes to take realistic
stock of the economic prospects should
do some hard work on the Vernon Re-
port of 1965. It offers encouragement;
but it also offers warnings. One of them
concerns the import of capital. There are
few, if any, signs of the quantities getting
out of hand, as they did during the
1920's; but there are some signs that
Australia may be drifting into the
Canadian error of surrendering to foreign-
ers strategic areas of economic freedom
which they ought to hold firmly in their
own hands. Another warning of the
Vernon Committee brings to mind the
classic report of 1929 on the tariff. It
would be economically damaging and
politically ignominious if Australians were
to make a second surrender to the pro-
paganda for protection all round, irres-
pective of efficiency.

For the past twenty years, Australia
has been governed most of the time by
cabinets of identical, or near-identical
party political complexion. According
to the classic expositors of democratic
theory and practice, this state of affairs
is unhealthy. If the same kind of people
remain too secure in power for too long a
time, they tend to become arrogant or
— what is almost as bad — self-satisfied.
They do not fear the opposition; but they
are apt to handle the pressure groups
timidly and to postpone decisions which
are of national, but not of party, urgency.
It is not for me to say whether or not
this has been our recent experience in
Australia; but the long-continuing failure
of the Labor Party to make a convincing
bid for power seems to me a national mis-
fortune. I cannot here discuss its causes;
but I shall refer to one of its effects.
Nearly all the young Australians whom I
know intimately are bored with parlia-
mentary politics. In the 1920's, which
inmost other respects were a sterile time,
political action through one or other of
the organised parties was attractive to
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idealist youth. This, unfortunately, seems
not to be the situation now.

Australia is an affluent society. This
does not mean that everybody shares the
affluence; too many white Australians and
nearly all the Aborigines live miserably.
Still, the great majority of citizens have
never had it so good. What suits the
individual does not, however, invariably
suit the society. We enjoy our suburban
comforts but curse the exhausting battles
that we have to fight every day to get
from our homes to our offices and back
again. In terms of economic friction and
psychological frustration, the congestion
of our cities is beginning to cost us dear
— but never mind; let us get out the
motor car and take a week-end in that
nice little shack by the sea. Within twenty
years or so, if the pace of motorised

sprawl continues at its present rate, the
rash of nice little shacks will be continu-
ous from Sydney to Melbourne; but the
beach fishermen will not be thinking it
worth while to cast their bait. On the
rocks and under the sands and in the
estuaries there may no longer be any bait.

Are we merely a nation of despoilers?
I will not believe it. With this declaration
of defiance, unsupported by argument, I
conclude my impressionistic survey of
then and now. A well informed and well
considered survey would demand a new
Australia. Actually, we already have it
— the old title, the old series but, thank
God, a new author. O.H.K. Spate's
Australia appeared a few months ago in
Benn's Modern World Series. The book
is superb. You can forget Hancock.
Read Spate.
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