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The PRESIDEXNT took the Chair at 4.30
pmn., and read prayers.

QUESTION—AGRICULTURE.
Hay position, as to purchases.

Hon. G. B. WOOD asked the Chief See-
retary: 1, Is the JMinister aware that
drought-affected farmers desiring to pur-
chase hay must do so from the Government
if the porchaser requires financial aid from
money advanced hy the Commonweslth
Government? 2, Will the Government allow
farmers to punrchase hay from other farm-
ers if it ean be bought at considerably less
cogt than that charged hy the Government,
and still receive finaneial aid for the pur-
chase?

The CHIEF SECRETARY replied: 1
and 2, The hon. member s aware that
the Governmenf undertook the respon-
sihility of safegnarding the hay requirements
of drought-stricken farmers who were un-
likely to have finances available to them,
and purchased considerable quantities for
this purpose. The Government will be using
these hay resources as part of the drought
relief advances to be made. Since the pro-
vision of anticipated hay vequirements has
been arranged in this manner, drought-
affected farmers will secure such hay from
iovernment stocks, excepting where appli-
cants for assistance ave not within reason-
able distance of railway facilities. We are
urging farmers and stock owners fo make
application immediately for their require-
ments,
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BILL—FISHERIES ACT AMEND.
MENT.

Read a third time and returned to the
Assembly with amendments.

BILLS (2)—REPORTS OF COM-
MITTEE.

1, Reserves.

2, Legitimation Act Amendment.
Adopted.

BILL—MARGARINE.
In Committee,

Resomed from the Zlst November; Hon.
J. Cornell in the Chair; the Chief Secre-
tary in charge of the Bill.

Clause 31—Labelling of cooking margar-
ine,

Hon. H. 8. W.
amendment—

That in paragraph {(a) of Svbclause (1) the

words ‘¢ for cooking margarine only’’ be struck
out.

PARKER: I move an

These words de not appear in any of the
margarine Aects passed in the other States.
They ave merc verbiage. They will mean
that packages and boxes will be plastered
with a lot of unnecessary printing. Cook-
ing margarine imported from the Eastern
States will not bear that inseription, and an
offence will be commitied by the exporters.
I ecannot understand the necessity for those
words.

The CHIEF SECRETARY: I hope the
Committee will retain the words in the
paragraph. TUnless margarine is intended
for export, very clear marking of packages
is necessary. The departmental officials
assure me that they consider this matter most
important. The Bill provides for three classes
of margarine, namely, table margarine, ¢ook-
ing margarine with 90 per cent. animal fats
and another form of cooking margarine
with animal fats ranging from 75 to 90 per
cent. The deparimental point of view is
that unless the marking is distinet in the
manner suggested, there is a possibility of
the objects of the legislation being defeated.
Margavine intended for export will not be
marked in the manner suggested, but will
have to comply with the regulations under
the Commonweslth Commerce Aet.
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Hon. H. 8. W. PARKER: We were told
that the Bill was intended fo implement a
gentlemen’s agreement under which uniform
legisiation was to be passed. The ohject
of the amendment is to adhere to that gen-
tlemen’s agreement,  Under the Common-
wealth Constitution, the importation of goods
from other States eannot bhe prevented.
Unless the amendment he agreed to, the
effect will be that a person selling margar-
ine without the words complained of ap-
pearing on the package, will innocently com-
mit an offence.  The particular words eov-
ered by my amendoient were deleted from
the dreaft Bill that was considered in Victoria.
They were omitied by the Minister at the
request of those eoncerned, with whom he
had a conference.

Hon. J. M. MACFPARLANE: I support
the amendment. Apart from the reasons ad-
vanced by Mr. Parker, the cobvious inten-
tion is to make cooking margarine second-
ary to ordinary margarine. The hedging
that is being done is with the object of
according preference to margarine made of
vegefable oil. Animal fafs constifute an Aus-
tralian produet, which 1s a good wholesome
article of diet. To my mind, it excels mar-
garine made of other edible fats.  Most
of ns have enjoyed bread and dripping and
that is practically what constifutes eooking
margarine. 1 cannot support any provision
that would place animal fats in a secondary
position.

Hon. W. J. MANN: I hope the amend-
ment will not be agreed to. I eannot under.
stand Mr. Parker’s statement that packages
will be plastered with printing. The inelns-
ion of the words proposed to be struck out
represents an additional protection against
cooking margarine being passed off for
table margarine. T am a bit suspicious
about these attempts to water down the Bill.

Hon. V. HAMERSLEY: I am rather
intrigued by the position that has arisen.
Farmers who make the hutter are required
to label it “farm butter” hefore they can
sell their output. Why should not the mar-
parine manufacturers be required to market
their producets similarly, so that people would
know what they were buying?

Amendment put and negafived.
Clause put and passed.

Claunses 32 to 38, Title—agreed to.
Bill reported withont amendment.

[COUNCIL.)

Recommittal,

On motion by Hon, W. J. Mann, Bill re-
committed for the further consideration of
Clauses ¢ and 23.

In Commitiee.

Hon. J. Cornell in the Chair; the Chief

Secretary in charge of the Bill.
Clause 6—Interpretation:

ITen. H S, W. PARKER:

amendment—

I move an

That in the definition of ‘‘cooking margar-
ing’' the words ‘‘anrd docs not resemble butter
in c¢olour’’ be struck out.

I am advised that these words were omitted
from the Victorian Aect beeause if beef fat
is used in the manufacture of margarine,
the product contains a slightly yellow colour
which would thus give it a resemblance to
butter. I am also informed that to leach
out the colour would remove the valuable
properties from the product. We cannot
prohibit the importation of cooking mar-
garine from the Eastern Sfates, and as these
words are not included in other Acts, im-
ported margarine would probably resemble
butter In eclour. I would not venture a
legal opinion but T am inclined fo think that
if a person were charged with selling mar.
garine with a colour resemhling butter, and
the produet was found fo he of Eastern
States manufacture, the prosecution would
fail. If the words are left in the measure,
we shall prevent the manufacture of beef
margavine in this Statr,

The CHIEF SECRETARY: I do not
think there is any definition of eooking mar-
gavine in the Vietorian Act.

Hon. H. 8. W, Parker: I think so.

The CHIEF SECRETARY: I have not
a copy of the Aet, hut the Bill eontains no
sueh definition.

Hon. H. 8. W. Parker: Then why not
strike out the definition from this Bill?

The CHIEF SECRETARY: We believe
it is desirable to have a proper definition
of the diffevent types of margarine that will
he affected by this legislation. By having
a very definite interpretation of the terms,
we cannot make any mistakes. Unserupu-
lons people will desire to take advantage of
loopholes. The Bill was introduced to pro-
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teet the butter induséry as far as possible,
and T understand margarine mannfacturers
are quite agreeable to this provision.

Hon., H. 8. W. Parker: No; at least so I
am instructed.

The CHLEF SECRETARY: Only two
are at present materially atfected.

Hon. H. 5. W. Parker: I thought you
were speaking of the other States.

The CHIEF SECRETARY: I am con-
cerned only with this State. While it is
true that we cannof prevent the importa-
tion of cooking margarine, the parties con-
cerned ave prepared to fall into line with
whatever legisiation we pass. We ecunnot
speak for those who may enter the industry
at a later date. I am assured by the de-
partment that these words are necessary,
‘though it is admitted that, generally speak-
ing, cooking margarine does not resemble
butter in colour. [ hope the Committee will
not reverse its previous decision.

Amendment put and negatived.

Clause 25—Control of amount of table
margarine to be manufactured:

Hon. W. J, MAXNN: I move an amend-
ment—

That the following proviso be added to
paragraph (a) of subclanse (1):—*‘Provided
that such maximum quantity of table margar-
ine to be manufactured in any period of 12
months ending the thirty-first day of December
shall not exceed three hundred and sixty-four
tons,’?

Since Thursday I have received two urgent
telephone messages and two letters from
widely separated eentrves in the South-
West, requesting that an attempt be made
to have included in the Bill the total amount
of tahle margarine that may be manufac-
tured each year. The Butter Fat Zone
Couneil at Bunbury which is representative
of practicaily the whole of the South-West,
is very perturbed, having an idea that un-
less the quantity is specified it may be
possible in some way for the quantity
agreed upon to be exceeded. A letter from
Brunswick points out that unless a figure
is inserted in the Bill, the gate will be left
wide open for a steady inerease in the sale
of margarine, in the event of the Minister
being persuaded to agree to such increase.
The other messages | received were equally
urgent and were the result of two gatherings
of butter fat producers at other places.
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This is a vital matier and I urge the House
to recognise the fears entertained by men
who are in the industry.

The CHIEF SECRETARY: As I in-
formed the House previously, the Minis-
ter for Lands has not any strong objee-
tion to the amendment, but at the same
time he would prefer to have the Bill as
it stands. I do not know that what has
heen said in support of the amendment is
going to make the position any better and
so I hope the elause will not be amended,

Hon. A. THOMSON: I hope the Com-
mittee will agree to the insertion of the
proposed words. The Bill is designed to
proteet the industry upon which the State
has spent 30 much money and upon which
the lives of many people now engaged in
it depend. e should make it as diffi.
eult as possible for manufacturers of mar-
garine to incrense the quota.

Hon. H. TUCKEY: The Government in-
troduced the Bill with the intention of pro-
teeting the butter industry, and if the
amendment is agreed to, the Minister’s
hands will be strengthened. It is diffienlt
to say what pressure will be brought to
hear to hring nbout an inerecase in the pro-
duction of margervine in any one year. I
too have received ecommunications from
those who are very mmeh concerned and
they look upon the clause' as a very im-
portant part of the Bill, and so they are
anxious that the amendment should be
agreed to.

Hon. J, M, MACFARLANE: I intend to
support the amendment. To-day I had a
diseussion with a man in the trade who
is familiar with the New Sounth Wales
legislation, and he told me that in that
State there was a keen desire to put into
the hands of the Minister every possible
power to deal with the quota. The posi-
tion there is sueh that if it is desired to
inercase the quota, that inerease ean be
bronght about only by an amendment to
the Act.  That decision was arrived at after
a long discussion. The amendment sug-
gested does not go as far as I would wish,
but it will meet the position.

Amendment put and passed; the clause,
as amended, agreed tfo.

Bill again reported with an amendment.
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MOTION—ECONOMIC PROBLEMS.
Commonwealth Bank and National Credit

Debate resumed from the 12th November
on the following motion by Hon. Sir Hal
Colebateh (Metropolitan) :—

That in view of the resolution carried in the
Legislative Assembly on  Wednesday, 6th
November, and ordered to be transmitted to
the Commonwealth Government, regarding the
use of the national eredit through the Com-
monwealth Bank, it is desirable that the Prime
Minister be informed that such resolution has
nut the support of the Legislative Council, and
that in the opinion of this branch of the Par-
liament of Western Aunstralia, national credit
in the form of bank issucs should he used with
caution and dQiscrimination in order that pub-
tic confidence and the economic stability of
the country may be maintained.

THE CHIEF SECRETARY (Hon. W,
H. Kitson—West) [5.10): I listened with
interest to the views expressed by Sir Hal
Colebatech on what one might term “the
complex problem of finance,” and on the pol-
icy any Goverament should adopt when
dealing with financial and economic gques-
tions. I de anot, however, intend to be
drawn info a long argument as to the rights
and wrongs of any particular financial sys-
tem and will, therefore, be brief with my
contribution to the debate. At the com-
mencement of his speech, Sir Hal said that
the purpose of the motioun was, in the first
place, to dissociate the Legislative Couneil
from the instruetion given to the Govern-
ment, and, in the second place, to convey
to the Premier the Council’s convietion that
the national eredit as expressed by Common-
wealth Bank issnes, should be used only with
caution and diserimination. That being so,
it is necessary to examine the resolution
adopted by the other place. It says—

“‘That in view of the apparent deplorable
shortage of mouney in Australin it is evident
that a maximum effort to bring victory in the
present way, to provide proper funda for the
fature defence of Australia and to bring the
standard of living approaching decency is im-
possible under the present monetary system.
This Flouse therefore requests the Government
to forward to the Prime Minister of Ausbralia
the following resolution passed by the Assembly
last session, demanding that it be given im-
mediate effeet to; and that other State Pre-
miers be requested to smpport it:—

Tn view of the deplorable state of our
primary industries and the ever increasing
poverty snd unemployment in our midst,
the national credit of the Commoanwealth
should be used in the cause of defence,

{COUNCIL]

the primary industries and the general
welfare of the people of Australia, by and
through the Commonwealth Bank without
inflation or auy charge.
Now let us read the motion with which
we are dealing—

*That in view of the resolution earried in
the Legislative Assembly on Wednesday, 6th
November, and ordered to be tramsmitted tn
the Commonwealth Government, regarding the
use of the nativnal credit theough the Common-
wealth Bank, it is desirable that the Prime
Minister be informed that such resolution has
not the support of the Legislative Council, ani
that in the opinion of this branch of the Par-
linment of Western Australia, national credit
in the form of bank issues should be used
with caution and diserimination in order that
public confidence and the economic stability of
the country may be maiatained.’’

In comparing the motion carried by
another place, and the motion as submitted
by Sir Hal, and on listening to and perus-
ing his speech, I fail to find any one good
reason why this House should dissociate it-
self in any way whatsoever. Sir Hal says
that the national eredit in the form of bank
issues should be used with caution and dis-
crimination. Is there any suggestion in the
motion carried by the Legislative Assembly
that it shonld be handled otherwise? I am
sure if members will carefully read the mo-
tion they eannot fail to agree that there is
no need for the Prime Minister to be in-
formed by the Legislative Council of this
State that our national credit should be
utilised with cantion and discrimination. He
and ail Premiers of the varions States, are
well aware that to do otherwise would court
di=aster.

Personally, I have alway: favoured and
advocated the utilising of national credit
within proper limits and safegnards, and it
is a matter of common knowledge that this
is being inereasingly indulged in. We know,
ot course, that since the outbreak of war

there has  alveady bheen a  considerable
expansion  of credit. In one instance,
Commonwealth:  Bank eredit was used

diveetly  to  provide an  amount of
£12,000,000r to he ntilised on Government
expenditure and no public loans were raised
to ¢lear the advance,

A few weeks ago, one of the recognized
authorities on Au-tralin made a statement
to the effeet that the Commonwealth Gov-
ernment had over the last 18 months or two
yvears ufilised the national credit to the ex-
tent of £50,000,000. The authority in that



{26 NoveMBER, 1040.]

instance being Professor Giblin, the state-
ment wiil not, I helieve, be gueried in this
Chamber. To such an extent, therefore,
advantage is already being taken of national
eredit. To what extent that credit is still
capable of expansion is matter for intense
investigation. Tt is a matter which must eall
for attention in the very near future, and
which all students and authorities acknow-
ledge to be a pressing need in our soeial
structure.  We must have more regard for
spending elsewhere if the opinions recently
expressed by recognised authorities through-
ont the British Empire are to receive due
attention.

The Assembly’s resolution does not
state how freely it is intended that wuat-
ional eredit should be used.  However,
it definitely says that the national eredit
should be managed through the Common-
wealth Bank without inflation or any charge.
I do believe this to be a matter of vital im-
portance, and so mueh so that we ought
to give effect, as carly as it may be possible
to do so, to the platform of the Australian
Labour Party, which provides for nationali-
sation of banking and credit. I can quite
understand how difficult it wounld he for Sir
Hal Colebatch to accept this poliey, more
particularly having in mind his reeent ut-
terances on another subject involving muni-
cipalisation and nationalisation. This, to my
mind, is one of the most important and most
urgent features of Labour policy, and one
which is receiving increasing attention from
numerous people who, until this war, were
not very much eoncerned as to the methods
adopted by Australian Govermments in rais-
ing the large sums of money which have
been needed in the past. This war, how-
ever, makes such huge demands on the re-
gources of the public as to compel the adop-
tion of a mecthed different from that fol-
lowed during the last war. I presnme hon.
members are aware that we have spent hun-
dreds of millions of pounds already in ex-
eoss of the eost of the last war, and that
we are still owing bundreds of millions of
pounds of prineipal, and that if the present
war continues for the length of fime whieh
now seems probable, many people will be
forced te consider other methods, and per-
haps to agree to the methods which for so
long heve heen advocated by myself and
other members of the Lahour Party.

Hon. G. W. Miles: Tnereased taxation is
going to help.
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The CHIEF SECRETARY: Naturaily
there must be inereased tazation. Austra-

lia has been fortunate for years. Though
we had to find {remendous amounts of money
for the last war, we have been very well
treated in regard {o taxation as compared
with other countries. All of us now have
to make up our minds that taxation is going
te he much higher and far more severe not
ouly 1n the Commonwealth sphere but also
in the State sphere, and perhaps in the
domain of local authorities as well, The
credif resources of the nation rightly belong
to the nation, and should be used to the full-
est possible extent in our pational interest,
and in that interest only. Labour poliey
in regard to finaneial reform may be sum-
mavised as follows, this being the statement
of it which formed part and parecel of the
Labour platform during the last Common-
wealth elections:—

National contrel of Danking and eredit to
ensure its adequaey in putting to work the idle
hands the Commounwealth Governmeant failed to
employ in peace time and ir using the full
physical and wman-power resources of the
nation to earry on the war. National control
of interest rates to keep to the minimum the
monetary and c¢apital costs of the war and
production and industry geperally. National
direction of investment.

The Labour movement has been advocating
reform in monetary policy for many years,
and when in power in the Federal Parlia-
ment it gave a practieal demonsiration of
its progressiveness hy creating the Com-
monwealth Bank.  Unfortunately this at-
tempt at monetary reform was short-lived
owing to the short-sizhtedness of a Govern-
ment which followed, and which altered the
constitution and functions of the bank in
the interests of private financial institutions.

Hon, H. Seddon. Will you show us how?

The CHIEF SECRETARY: I do not pra-
pose to embark on a long discussion of that
phase. T state it as a definite faef.

Hon. H. Seddon: But I wonld like you to
show ns how.

Hou. J. Cornell: That is a matter of
academic argument.

The CHIEF SECRETARY: I was en-
deavouring to avoid academic argument on
this occasion. As I have stated, I do not
agree with a policy of providing additional
eredit without limit and without adequate
safegnards, but I think it is now being
recognised that there ave possibilities of
departing considerably from what has been
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regarded as the orthodox method of finance,
If the credit resourees of the nation are
nationalised, one wounld he in the position
of knowing that they wonld be utilised only
in the interests of the people, and not, as
I have indieated before, mainly in the in-
terests of private financial institutions
whose main concern, of course, is at all
times the interest of their shareholders,
who form only a small proportion of the
community. The opinion I am advancing
is not one that will he agreed to by all
members. Far from it. The principles and
details of monetary poliey have long been
the subjeet of acute controversy, and
there is donbtless room for honest differ-
ence of opinion. However, whatever our
views may he on the merits or demerits
of any particular propesal put forward in
this regard, the fact cannot be gainsaid
that there is urgent need for reform; and
any action taken along the lines T have
suggested ean, in my opinion, only be for
the good of the community at large and
the nation in general.

In the matter of Ciovernment control of
finances Australia is behind even Conserva-
tive Great Britain. Negotiations hetween
Great Britain and the United States for
the purchase of bundreds of milliens of
pounds’ worth of raw material have heen
conducted direet between the two Govern-
ments, and the Bank of England has been
instrueted io carry out the British Govern-
ment’s policy. Members may have noted
recent statements in the Press regarding
the financial position of Britain. One
statement, made by a very prominent publie
man, indieated that reeent purchases from
the United States bave been so large that
it would be only a matter of months before
Britain would have to acknowledge that
she had not the money to pay cash for those
huge requirements, and that therefore it
would be only a matter of a few months
before some otber arrangement would have
to be made. It does appear to me that
the whole structure of our financial sys-
tem will be overhauled; and out of that
overhaunling, which must necessarily take
place sconer or later, I am inclined to think
there will resnlt agreement in some of the
views expressed by the Labour movement
for years past, as well as of a good deal

»f the policy advocated by this party so -
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strongly and consistently in the years gone
bhy.

In Sustralia we have been repeatedly told
that unless we ean obtain the approval of
the Commonwealth Bank Beard, many
finaneial proposals which would prove ot
great hepetit to the people could not be
carried out. Year after year the Loan
Couneil decides on a policy, only to be told
by the Commonwealth Bank that finance is
not available. I do not say that in some
instances the Dbank i3 not right. But if
the institution were managed nationally,
we would know that it was doing its utmost
for the good of the nation: and the bank
would be free from any suspicion that its
decisions might be influenced by private
finanetal instiiutions.

Hon. A, Thomson: Is it uot doing its hest
for the nation?

The CHIEF SECRETARY: Within the
limits of its counstitution, yes. The Com-
monvwealth Bank’s poliecy must be brought
under the control of the Government, and
bapking and credit must be nationalised,
hefore we.can make substantial progress
towards monetary reform. I elaim, in
cffect, that banking must be under the con-
trol of the Government, that it must be
nationalised before any substantial reform
can he effected. :

Hon. A. Thomson: What do you mean by
nationalisation ¢

The CHIEF SECRETARY : Bringing the
control of the Commonwealth Bank under
the Government, I am prepared to say
that the time is not far distant when there
will he no optiou, when those who are op-
posed to this idea will probably he only too
Meased to aceept it as the hest of the alter-
natives offering.  The principle of utilising
the eredit resourees of the nation is aceepted
in varying degrees by all parties. The new
Commonwealth Treasuver (Mr. Fadden} only
a week or two ago stated that the war would
he financed by taxation, public borrowing
and the use of bank credit. Sir Hal Cole- -
hateh used the same torms. Where the
Tahour Party joins issne with other parties
is that it thinks bank credit issue should be
under the eontrol of the nationally-owned
institution, the Commonwealth Bank, and
not of privately-owned and privately-con-
trolled institutions.
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Hon. A. Thomson: You do not mean to
say that the privately-owned institotions
contro] the Commonwealth Bank?

The CHIEF SECRETARY : No. I would
be foolish to make any such statement; but
1 say that under the constitution of the
Commonwealih Bank, privately-controlled
financial institntions ave getiing a benefit
and to some extent can and do influence the
operations of the Commonwealth Bank.

Hon. A. Thomson: Would you explain
what benefit they get?

The CHIEF SECRETARY: As I said, if
T hegin an aeademic discussion we shall be
here all night. I do not propose to do so.

Hon. H. Seddon: That is the second time
you have burked the issue.

ITon. J. Cornell: We are all J. M. Eeynes’s
here.

The CHIEF SECRETARY: Unfortun-
ately, I am not. While what I have .stated
is an objective to which I heartily subseribe,
we must deal with the pesifion as it is. 1T
can assure the Housc that a very consider-
able step forward has heen made in the
nse of national eredit, and, with safegnards,
this will be used more and more as the war
continues. Hon. memhers will have just
as much knowledge as I of the changes that
have taken place even within recent months.
In common with other responsible people, 1
do not advocate that national eredit should
be nsed without necessary safegnards. Those
safeguards can be indicated only by the
people who ave controlling our affairs. I
do not say for one moment that any sug-
oestion of mine will be worth much. T do
not pose as a financial cxpert. T certainly
have had little experience of high finanece as
it has been spoken of in this Chamber from
time to time; but I consider we can acecept
what has occurred elsewhere, partieularly in
Great Britain, as an indieation of what will
be neeessary even in Australia, more par-
tieularly in the period of reconstruction after
the war, when perhaps larger sums of money
will be required than have ever been needed
hefore, not only for absorbing our soldiers
in civil life, but for many other purposes.

Hon. G. W. Miles: Your party is squeal-
ing against the spread of taxation now.

The CBIEF SECRETARY: I think the
hion. member will find that our party is advo-
cating that those best able to pay taxation
should be ealled upon to pay it.

Hon. G. W. Miles: Thaf s righl.
hody should contribute.

Every-
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The CHIEF SECRETARY : I can see we
eould have quitc a long discussion on that
point.

Hon, J. Cornell: Perhaps the MMinister
can relate his remarks to those made recently
by My, Bevin in England.

The CHIEF SECRETARY: One could
refer to many such remarks made in reeent
months. In my opinion, this motion does
not call for a long diseussion; but the mover
has asked that this House should dissociate
itself from the resolution earried by another
place, so I deem it necessary to refer in a
brief way to what has already been done
and what the resolution really stands for.
Sir Hal Colebateh admits that at the present
time there is a grossly ill-balanced distribu-
tion of money amongst different sections of
the community. He also asks what right
the Government has to destroy the value of
savings, or even to depreciate them by print-
ing large quantities of synthetic currency,
the effeet of which obviously is beund to
decrcase the value of the currency already in
circulation.  Just what does that mean9 I
loek upon it as merely another instance of
the means used by high finance to in-
timidate those who have little knowledge
of the subject, which has for so lomg
been shronded in mystery. I am be-
ginning to think it is not so mysterious
after all. Down the years we have been
told that high finance is so intrieate and so
many dangers are associated with it, that
only those who ave actually engaged in the
business can deal with it properly. Dur-
ing reeent years, however, large numbers of
people have been paying attention to the
subject, becanse it is, after all, the most im-
portant subject with which we shall have to
deal, unless the people generally arve pre-
pared fo continue ecarrying on indefinitely
nnder the conditions that have prevailed so
long. Large sections of the community are
finding it exceedingly difficult merely to exist,
let alone earn a decent living, while other
gections, comprising a much smaller number
have heen thriving. As I said, I do not
intend to speak at length on this motion. 1
ean but say that I fail to see how the resoln--
fion passed by another place ean have the
construction placed upon it indicated in the
remarks of Sir Hal Colebateh. Throughout
his speech and by the context of his motion,
he is endeavouring fo lead the House to he-
lieve that the intention is excessive use of
bank credit, to an extent involving all the
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disastrous consequences of uncontrolled in-
flation. He even suggests that the proposal
in the resolution earried hy another place
does not bhear the hallmark of honesty and
straight dealing. T can only reiterate that
there iz no evidemce of any =uch intention
and I ask the House not to support the mo-
tion.

HON. J. CORNELL (South) [540]: 1
desive hriefly to associate myself with the
motion and te intimate that T shall oppose
it. T shall not weary members with a dis-
serfation on banking or national evedit. The
snhject matter of the resolution carried hy
another place which this motion asks that
we shall Jdisagree with will be tested within
the mext few davs in the crucible of the
only place where it ecan he tested, and that
is the Federal Parliament. Whether or not
the rcredit of Australia is to be stretched
further than it is now heing stretehed in
order to meet the exigencies of war was
largely determined last October. The two
contending politieal parties in the Federal
arena—and, after all, the Commonwealth is
the only medium through which the credit of
Australia ean he stretched—went hefore the
electors of Australin. One party, led by
Ar. Menzies, was definite in its advocaey of
the retention of the present ovder.. The
other party, led by Mr. Curtin, was equally
definite in its advocacy that the present order
sheuld not continue.

Hon. G. Fraser: They finished fifty-fifty.

Hon. J. CORNELL: The only political
party that did gain on the hustings was the
party led by Mr. Cartin. That being so, it
was idle for another place to pass the reso-
lution. Tt is merely a prous resolution; such
a resolution passed hy any State Parlia-
ment could only be construed as pious be-
cause the Federal Parliament is the only
anthority that can deal with the matter. In
the Federal sphere the position is fifty-fifty,
so far as nunerical strength is concerned.
There is tlis to the evedit of the Federal
Opposition, however, that it inereased its
numbers.

Hon. G. W. Miles: In Lang’s State only.

Hon. J. CORNELL: Never mind about
Lang’s State.

Hon. . Praser: That is where the major-
ity of the people are.

Hon. J. CORNELL: We are a Common-
wealth, and on this matter the Common-
wealth speaks, not the States. Altheugh
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New South Wales was the only State to
inerease the membership of the Federal Op-
position, the fact remains that that State is
not strong enough cither to form a Govern-
ment or fto oust the existing Government.
The whole of Australia must deeide this
guestion. I am not a Jeremiah.

Hon. G. W. Miles: We are pleased to
hear that.

Hon. J. CORNELL: Members may recall
that during the first month of the war I
said that the ol order had to be set aside,
that we would he acting only the part of
Jesters or fools were we to think that the
orcatest war in history could proceed while
we e¢ontinned under the old order. Our
first obligation was and our last obligation
will he to support the men who are bhearing
the brunt of this struggle by risking their
lives in the war. They will decide whether
or unt some of the old shibboleths to which
we have been wedded down the years will
remain. We arve talking in a monetary
sense as if we were not only going to
emerge from the war vietorious, but also
were going to retain the old order. I am
sure that we must eome out gn top. If we-
do not, we need not worry about the future
monetary position hecanse that will be ar-
vanged for us. I do not profess to he a
Keynes or any other economist, but to my
way of thinking what we must endeavour to

do is to maintain public eonfidence. This is

the only thing that matters at the present
juncture.

Hon. H. Seddon: That is so.

Hon. J. CORNELL: We must maintain
inviolate, not only here in Australia but
also throughout the length and breadth of
the British Empire, the confidence that first
of all we are going to emerge triomphant
from the struggle. To do that we will nse
3]l our resources; to vemain free men and
women, we will destroy all our old shibbo-
leths,

Hon. G. W. Miles: And yet in Canberri
an attempt is being made to-day to prevent
the Government from getting the taxation
it needs.

Hon. J. CORNELL: That might be de-
seribed as one of the adornments of our
svstem of democracy. 'We cannot have a
demoeraey without having verying idess
and eonflicting opinions; we cannot have a
democracy that is not articulate. Certainly
there iz a way of stifling unwanted eriticism
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and that is the way dictators adopt. The
tnatter referred to by Mr. Miles is part of
the price we pay for our system of demo-
cracy. That, however, is beside the question
I was discussing.

A day or twe ago I was greatly im-
pressed by a public statement by a man
in the United Kingdom who, in my opin-
ion, stands next to the Prime Minister
and in, the estimation of fhe great mass
of the people in the Oid Country, probably
stands even higher. Anvone who read what
Mr. Bevin said mnst have heen impressed.
Mr, Bevin had a very lowly origin, but at
the request of the Prime Minister of (reat
Britain and in the honr of greatest trial,
he was called in, withont his even being a
member of the House of Commons at the
time, to undertake the important adminis-
tration of the Ministry of Labour. He was
made a member of the War Cabinet. What
he said may be summed up in a few words,
“‘If the Empire is going to be victorious
and endure, it will not he done by sticking
to the old shibholeths.”’

Hon. G. W. Miles: Nor by issuing eredit,
either,

Hon. J. CORNELL: Tt i3 going to be ac-
complished by working in the direction, as
he said, of social security, and not for pro-
fit. One thing that paved the way for our
unpreparedness was the tendeney to work
for profit rather than for national seeurity
or social security. That is the position as
T see it. There is no doubt that the people
who are going to win the war for us belongz
to the strata in receipt of pay of less than
£400 a year. This heing so, it is of no
us¢ our endeavouring te bolster np some-
thing that will not bear bolstering, After
all, the motion favours the continuance of
the old order, and I cannot support that.
I will oppose the motion. I think it re-
crettable that the issue should have heen
raised in either Tlouse of Parliament.
There is no chance whatever of the motion
having any effeet. Any member who goes
to C‘anberra will soon discover that he he-
longs to a very small community as com-
pared with the memhers there who wear
very big halos. Often the halos will not
fit the heads. TPerhaps Federal members
are not better informed than are Siate
members, but they oceupy the box seat,
and to appeal to them is futile. We should
adopt all possible means to preserve the
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confideuce of the people. However th
Commonwealth Parliament may be consti
tuted at present or later on, it is ou
hounden duty to support whatever part
may be in power until another appeal i
made to the people.

Hon. A, Themson: It is a pity the peopl
did not do that at the reecent elections.

Hon. J. CORNELL: To reiterate what .
have been saying, conlidence is all that mat
ters—confidence in onr ability to defea
the foe, confidence in the elasticity ol ou
banking system, however much it may b
stretched, and confidence in the willingnes:
of the great masses who comprise the tax
pavers of this country to meet the obliga
tions of the war. Tt is all worth while, bu
without it that brave new world we expee
to see will not be realised, and we shal
have to put up with one dieciated by ths
other fellow. 1 oppose the motion.

HON. G. W, MILES {North) [3.56]:
support the motion. As my interjeetion in
dicated, to-day when the Commonwealtl
Government is endeavouring to finance thi
country and avoid this issne of nationa
eredit, about whieh we hear so much, th
Opposition, aceording to Press reports, i
zoing to challenge the Government on it:
Budget. The duty of every section of the
community is to contribute to the cost ol
the war and, as the Minister indicated, those
people  on the higher grades of income
shonld pay most. But everybody shounlc
contribute something. Economy should be
efected all rovnd—by the individual and by
iovernments as well. Individuals ean helg
by economising and lending their money £g
the Government. Whether the party in powe:
be National or Labour, the duty of the
people is to get behind the Government in
this time of stress and give all possible sup-
port. In England that is being done. Men
are working as long as 8% hours a week, and
the office staffs are being trained to relieve
them over the week-end.

In conirast to this, what do we find hap-
pening in Australin? What is the voice of
Labour doing to stop the strikes that are
oceurring in Anstralin?  With the exception
of Mr. Beasley, not one of the Labhour mem-
hers has come into the open to urge the men
to refurn to work and ohey the laws of the
land. These things are happening in Aus-
tralia to-day, and I must say that with
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them, as with the speech of the Minister, I
entirely disagree, All that the Minister did
was to put up the monetary policy of the
Labour Party. The policy of England and
Australia should be that every man will save
everything possible and eontribute it, even
if he receives no interest on his money, so
that the war might be snceessfully Bnanced.
Yet we find in the Commonwealth Parlia-
ment a political section disputing the right
of the Government to levy the proposed
taxation on the people in order that the war
and otber affairs of the counlry might he
financed.

If exponents of extended national credit
have their way, where will it end? It will
end as it did in Germany after the 1914-18
war. As other speakers have said, we do
not want this war to be fought on the basis
of the last war. On that occasion we did
not tax ourselves as heavily as we should
have done. Money was borrowed to finance
the war, and when the men who went over-
seas to fight for us returned home, they found
they had to bear their share of the interest
charges. Now, however, the Commonwealth
Government is out to make the country con-
tribute the requisite money in a fair and
reasonable way, but we find the Opposition
in the Federal Parliament objecting to the
Budget, proposals. 1 wish te quote from the
report of a speech delivered recently at
Leeds by the Chancellor of the Exchequer,
Sir Kingsley Wood. He was appealing for
more lending to the Government, and the re-
port continned—

After a tribute to the spirit of the nation
in the face of the German attack, he said
there was anether and vital front—the financial
front, Vietory would be in jeopardy if this
front cracked and broke.

Money for the war is indeed one of the great
and pou"orful weapons by whick we shall attain
peace with vietory and honour. There is of
course, another easy, tempting hut disastrous
course—as recommended by the Labour Party
of Australia.

I am puiting in the last few words myself.
Sir Kingsley Wood continues—

We could neglect to find the money for the
war out of taxation and savings
That is what the people who are opposing
taxation today want to do.

—ignore economic facts and live for a time in
the faol’s paradise of inflation. It would be a
short life and not a gay ome. An gfasy counrse
at first sight—create money and credit and
all the money that is needed will come. ““Tou

" ahout which we hear =0 much.
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pay people—workers, soldiers, econtractors and
the rest with money which rapidly deteriorates
in value even as they hold it in their hands.
It ig something in the nature of progressive
and cumulative cheating. It is a course we must
strictly avoid and fight with might and main,

The Sterner Path.

‘“The path we must take is not an easy one,
Lut it is sure and safe. It means that con-
sumption by all of us must be strictly reduced.
It means heavy taxation. It means steady and
continuous saving and lending to the State to
the utmost by all. With everything at stake
it is surely no time for argument or weighing
in fine halance the attraetiveness of this issue
or investment or that. Duty and self-interest
are on this occasion at any rate not in conflict,
It cannot profit anyone to withhold from the
State a single penny which can he spared to win
the war.’?

We know what Mr. Bevin said about the
workers at the time; now we have the state-
meng of Siv Ningsley Wood, Chancellor of
the Exchequer, as published in the “West
Australian” on the 19th November last. That
ig the poliey Australia must adopt. In what
kind of position would Australia find itself
to-day had Mvr. Lang, of New South Wales
fame, become Prime Minister? The Com-
monwealth would have been bankrupt. 1t
is all very well for pecple to talk about the
financial institutions.  They do not govern
the policy of the Commonwealth Bank.
Those who are running that bank consult
with the other bauks because of their know-
ledge of Gnance. As Sir Kingsley Wood
said, the only way in whieh we can go ahead
and by which we ean win the war is for
everyone to put forth of the very best, to save
and cconomise in every way, and to hand
their savings over to the Government. In
that way we shall assist in the war effort,
but not by adopting the easy eredit system
We must
pay our taxes willingly and support the
Government that hrings them down, Every
section of the community should pay aeeord-
ing te its means. T eupport the motion.

HON, G. B. WOOD (East) [6.5]: I move
an amendment—

That in lines 7 to 10 the following words he
struck out, ‘‘such resolution has not the sup-
port of the Legislative Council and that in the
opinion of thiz branch of the Parliament of
Western Australia.??

The motion as it wonld then read should, I

think, be acceptable to members. How could
any member be opposed to it? It will he
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observed .that the major portion of the me-
tion moved by Sir Hal Colebatch remains
intact. ] am not an inflationist, and do not
think any member of this Chamber is one.
As worded, the motion is very conflicting.
The first portion of it desires to dissociate
this Chamber from a resolution passed in
another place. And yet the resolution
definitely states—as it was passed by another
place—that that which it was desired to be
carried out should be done without inflation,
I eannot reeoncile the principles of the me-
tion with the statement that they should be
carried out without inflation.

Hon. H. Seddon: And without charge.

Hon. ¢+ B. WOOD: I have looked np
the meaning of the word “inflation”” It
means “to raise the value or real value above
sound commercial prineciples” Apparently
Sir Hal Celebatch objects to that, His views
are most conflicting. He wishes to disso-
ciate himself from something which states
that we shall mot have inflation, namely,
something to raise the value or real value
above sound commercial prineipies. I am
in rather a peculiar position. I have to make
one speech on the motion and on my amend-
ment. I hope you, Mr. President, will bear
with me if I deal with both at the same
time. If T do not deal with the motion, I
cannot by the use of any arguments I may
have at command ask the House to carry
my amendment. Some people think that
because at this stage the nation has to use
its national credit, there is tremendous
danger in it, and yet they do not eare whether
the banks do if, beyond their legal limits, as
they have done, I intend to quote authori-
ties to show that they have done this. Im-
mediately the question of national eredit
comes up, &1l sorts of arguments are hrought
out. Both Sir Hal Colebatch and My, Miles
side-stepped the motion. They raised all
kinds of bhogys and Aunt Sallies, which
have nothing to do with the resolption ear-
ried in another place, and then proceeded
to kmock them down. 8ir Hal Colebatch
referred to recent experiments in Germany
* by the issue of bank credits. Currency in
that couniry lost its walue. The resolution
earried in another place does not suggest
anything of that sort. It definitely states
that these things should be dome without
inflation.

Hon. H. Seddon: And without charge.
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Hon. G. B. WQOOD: Yes, that is most
important. I will have something to say
about that, and abont private banks which
have been doing these things without charge,
and exploiling inflation throughout the years,
Sir Hal Colebatch spoke about exeessive
credits, and said that the excessive use of
credit had finally reduced Hitler to the posi-
tion in which he had to choose hetween bank-
Tuptey and war, I do not think any mone-
tary reformer in his wildest dreams would
want to follow Hitler. I belong to no mone-
tary reform organisation, and no such or-
ganisation has ever written to me, although
I have read many utterances emanating from
such sources as well as the books which
have been published by them, I have never
seen anything to indicate that those pecple
advocate excessive inflation or the excessive
use of national eredit. I do not profess to
be a financial expert, but I have read many
books on the subject. Some of those people
have a definite axze to grind. We see advo-
cates of social eredit, of Douglas credit and
so on. I intend to quote from a book writ-
ten by a man who has put up a case on
what has been done in the past and what
should not be done in the future. He does
not advoeste any partienlar method of finan-
cial reform. Sir Hal Colebatch said that
the controlled use of national credit had
reduced the English pound to haif its value.
I do not think he can prove that statement.’
A tremendous amount of eredit is being used
in England to-day. To prevent an undue
rise in prices, the British Government is sub-
sidising foodstuffs and other things to the
extent of £1,000,000 weekly.

Hon, H. Seddon: Prices have risen there.

Hon. G. B. WOOD: Such inereases can-
not altogether be prevented. The Chicf See-
retary said that Australia had not gone as
far as England. 1 agree with him on that
point. Seeing that the Imperial Govern-
ment has to give ont £1,000,000 every week
to keep down prices, one gets some idea
of the extent to which eredit is being used
in England to-day. Sir Hal Colebatch alsa
referred to an economie conference held
in New Zealand, and stated that that con-
ference had nnanimously advised the Gorv-
ernment that any further use of credit by
the reserve bank would be dangerous.
That is another bogy and Aunt Sally
that he put up in order to knock down.
That has never heen suggested by anyone
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here. No one has suggested that Australia
should go as far as New Zealand has gone.
The Government of that Dominion already
rvealises it cannot go any further. The two
cases are not comparzble. Anyone who
ias visited New Zealand will say that the
monetary position there is nothing like
what it is in Australia. I also take ex-
cepiion to the statement by Sir Hal Cole-
hateh that there is an element of dis-
honesty, as well as of confiscation, in the
ereation of money. No such thing is asso-
ciated with the resolution passed in ancther
place. In that chamber, 28 members voted
for the resolution and eight opposed it.
Apparently there is an element of dis-
honesty because it is suggested that Gov-
ernments do these things and not neces-
sarily private banks. That does not say
much for the stock banks of England. If
what Sir Hal Colebatch says is true, it is
Lonourable on their part to issue credits,
but because it is a «uestion of national
credit made available throngh the Common-
wealth Bank, it is dishonest. Later on I
will refer to what haz been done in Eng-
land in the matter of using credit. In the
course of his reply, I hope Sir Hal Cole-
bateh will indicate in what manner the
private hanks have not heen dishonest. We
cannot finance the whole war by the issue
of credit. With all due respect to Mr.
Miles, I point out it was never suggested
that all we had to do was to print a few
million pounds’ worth of notes.

Hon. G. W. Miles: That is what some
people want.

Hon. G. B. WOOD: We do not want any
such thing, and it was not indicated in
the resolution carried in another place. I
do not propose to be drawn into party poli-
tical argnments as to what is going on
in the other States. We shall have plenty
of that later on. I do not intend to be
drawn into talking about what the Tabour
Party has done.

Hon, A. Thomson: The Chief Secretary
introduced that subject.

Hon. G. B. WOOD: I do not hold with
the Chief Seeretary when he talks about
the nationalisation of banking. That and
the use of nationnl eredit ave two different

things.

Sitting suspended from 6.15 to 7.30 pm.
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Hon. G. B. WOOD: I was speaking about
national ecredit versus bank-created credit.
Many people have the idea that private
hanks do not create eredit and are not re-
sponsible for inflation. I do not agree with
that view. In my opinion, they definitely
do ereate eredit and are responsible for in-
fation. Te me it seems strange that when
one talks about national credit, people seem
to be opposed to the idea; vet they do not
mind private banks creating all the eredit
thex, and they only, desire. In the Eneyclo-
pacdia Britannica, under the heading of
banking and credit, the following appears:—

Banks crente credit. 1t is a mistake to
suppose that bank credit is ereated to any im-
portant extent by the payment of money into
the banks, A loan made by a bank is a clear
ndditiop tu the amount of money in the hanks.
1f that does not mean creating credit, [ do
not know what does. It is generally ac-
cepted that only about 10 per cent. of the
money held by banks is real money, while
the rest is ereated by means of the cheque
system, [ do not think there will be much
argument on that point. Most authorities
on this question will bear out that statement.
Why should the banks bave power to do
that with vezard to money backed up by
securities?

Hon. H. Seddon: What do you mean by
“money” ?

Hon. G. B. WOOD: Gold, ncotes and
liguid securities. The rest is raised by the
cheque system.

Hon. H. Seddon:
money?

Hon. . B. WOOD: That is raised on
credit by the cheque system. In those eir-
cumstances, why should the Commonwealth
Government have to go to the banks and
perhaps pay 313 per cent. interest to-
seeure funds, when the Government itself
could provitde for its own financial require-
ments through the Commonwealth Bank?
The bhanks c¢reate this money on the
security  of the individual, or colleet-
ively, on the security of the nation. As Mr.
Cornell said, thex raise it on the confidence
of the nation. Why shonld not the Com-
monwealth GGovernment seeure the necessary
funds direet from the Commonwealth Bank?
I do not believe that the whole of our war
effort could be financed debt-free. In my
opinion, it would have to he done hy all
the methods and by all the resources at our

You do not call that



[26 Noveuser, 1940.] '

disposal. It will have te be met by taxa-
tion, loans and by national credit as against
bank credit. That i= my argument—nat-
ional eredit versus private bank-created

eredit. T do not say the task could be ear-
ried out ontively without charge, and T
guppose the Commonwealth Bank would

have t¢ charge 1 per cent. or 14 per cent.,
but it ean all he done on the basis of nat-
ional security. I certainly think the Com-
motwealth Bank could undertake the duty.

I do not wish to dissociate myself from
the motion agreed to in another place, and
certainly that proposition suggests that
part of the war effort should be met on the
hasis of our nationsl credit—without any in-
flation. The Assembly’s resolution emhodies
nothing drastie. People are changing their
opinions as time goes on. I remember
when, ten years ago at Northam,
Sir Hal Colebatch participated in a de-
bate with Mr. Curtin. The main issne
disenssed was the proposed £18,000,000
fidueiary issue for which Mr. Theodore had
been vesponsible, At that time I favoured
the views of Sir Hal Colebaich in opposi-
tion to the fiduciary issae. I did all I could
to secure a vofe in support of Sir Hal. Even
at that time, public opinion was changing,
for the vote at that meeting was recorded in
favour of the point of view stressed by Mr.
Cartin in sapport of the fiduciary issue.
Just as ten years ago people were changing
their opinions, I have now changed mine to
some extent. Although objection was taken
to that fiduciary issue, similar action has
been taken since by the Commoriwealth and,
1 think, £40,000,000 was mentioned ag the
amount of the issue to date. In South Aus-
tralia and Tasmania motions have been
agreed to similar to that passed by the Leg-
jslative Assembly. That tends to show that
publi¢ opinion is leaning towards mnational
credit, provided the action taken is with due
cantion, That safegward is mentioned in
hoth the motion and in my amendment to it.
I do not nnderstand why there should be
so much cutery against the suggestion that
‘this financial procedure should be followed
without charge. What the private banks
can do with a charge, the Commonwealth
Bank should be able to do without charge.
I have read a number of books oun this ques-
fion, and ¥ shall quote fairly extensively
from one written by the Right Hon. Thomas
Johnston, P.C., an exz-Lord Privy Seal
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He is an  authority,
with the subjeet, does not stress one
particular methoed only. He traverses the
whole ramifications of the financial system,
he they good or bad, from before the eom-
mencement of the 1914-18 war. Mention
has heen made of the financing of that war,
and I shall indicate what a terrible ramp
was practised by the banks. How any one
could be prepared to allow that procedure
to be repeated without making some attempt
to alter the position, is very hard for me
to understand. To quote from Johnston’s
“The Financiers and the Nation,” that
authority says—

When the whistle blew for the start of the
lireat War in August, 1914 the Bank of
Fngland possessed only £9,000,000 sterling of
a gold reserve and, as the Bank of England
was the banker’s bank, this sumn constituted
the cffective reserve of all the other banking
institutions in Great Britain.

The hank managers at the outbreak of war
were seriously afraid that the depositing publie,
in a pani¢, wonld demand the return of their
money.  And, inasmueh as the deposits and
savings left in the hands of the bankers by the
depositing public had very largely been sunk
by the bankers in enterprises whiclh, at the best,
vould not repay the borrowed capital quickly,
and whieh in several and large-seale instances
were likely to he subwmerged altogether in the
stress of war and in the collapse of pgreat
areas of international trade, it followed that
if there were a widespread panicky run upon
the banks, the banks would be unable to pay
and the whole credit system would collapse, to
the ruin of millions of people.

Private enterprise banking thus being on the
verge of collapse, the Government (Mr, Lloyd
George at the time was Chancellor of the Ex-
chequer) hurriedly declared a moratorium, that
is, it auothorised the banks not to pay out
(which in any event the banks could not de)
and it extended the August Bank Holiday for
another three days. During these threc or four
days when the banks and stock exehanges were
closed, the hankers held anxious negotiation
with the Chancellor of the Exchequer. And
ane of them has placed upon record the fact
that, ““he (Mr. George) did everything that we
asked him to do.’’ When the banks re-opened,
the public discovered that, instead of getting
their money back in gold, they were paid im
new legal tender of Treasury notes (the £1
notes in black and the 10s. notes in red colours).
This new currency had heen issued by the State,
wns hacked by the eredit of the State, and
was issued to the banks to prevent the banks
from utter collapse. The public cheerfully
aceepted the new notes ind nobhody talked about
inflation.

Not since 1697 had thc State itself issuved
paper money. In that yvear, 1697, notes in the
denomination of £5 were issuved direct to the
public without the intervention of the finance

and in dealing
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houses; and these notes were not backed by
gold but were legal tender for the payment of
taxes. In 1914, however, the State issue of
money was upon 2 colossal seale; the legal
tender was not limited to the payment of taxes,
but was complete for all purposes, and the
issue was made with the goodwill of the bankers
and indeed at their plea and intercession. Had
that new money not been issued, the private
lanking houses of Britain would have been
compelled to defanlt to their creditors in a
week’s time, Dr. Walter Leaf, late Chairman
of the Westminister bank and an ex-President
of the Institute of Bankers, has enlightened
us a8 to the real effect of Treasury notes under
the Curreney and Bank Notes Aet of August
Gth, 1914,

““The amount and wmanner of the issue,”’
he declares, ‘“was left to the absolute discretion
of the Treasury. This was essentially a war
looan, free of interest, for nn unlimited period,
and, as such, was a highly profitable expedient
from the point of view of the Government.”’
That is the answer to Mr. Seddon’s inter-
jection regarding debt-free money. This
step has heen taken before, and it can be
taken again.

Hon. H. Seddon: What was the effect?

Hon. G. B. WOOD: T will deal with that
later on. To continue reading from the
hook—

He proceeds to argue that, to-some extent,
this State issue of Treasury notes was covered
by the gold coinage which patriotic people ex-
changed for the notes; hut there was no pro-
vision whatever in the Currency and Bank Notes
Act of 1914 for any gold backing, and, in
any event, the amount of gold coin reserved
for pretended security ageinst Treasury notes
totalling some £300,000,000 was, at its maxi-
mum, only £27,000,000." The £300,000,000 of
new money issued by the Treasury in 1914 was
therefore, in effect, a war loan free of interest.
The point I want to stress is that in Eng-
land, the State had toe come to the rescue
of the bauks af that stage. I shall proceed
to show the House how grateful the hanks
were later on. No one objected when the
Government went to the rescue of the bhanks
by providing those millions, but later on
the banks went to the Government and said,
“Don’t do it any more; we don’t want any
more debt-free money; we will do it at 4
per cent. interest.” After having been saved
by the nation, the private banks said that
the procedure adopied was dangerous and
they offered to do without that assistance. 1
will quote my authority for that state-
ment :—

To return, however, to the early war period,
no soomcr had Mr. Lloyd George got the
hankers ont of their diffieulties in the autumn
of 1914 by the issue of the Treasury money,
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than they were round again at the Treasury
door explaining foreibly that the State must,
upon uo account, issue any more momer on
this interest-free basis .

Mr. Seddon neds his head. Why did the
banks do that? It was because they wanted
to undertake the task themselves and not
the State.

Hon, H. Seddon: Are you sure there was
no other reason?

Hon, G. B. WQOD: To continne—

«« .. if the war was to be run, it mest Le run
with borrowed money, money upon which in-
terest must ke paid, and they were the gentle-
men who would sce to the proper financing of
a good, juicy war loan at 314 per cent. interest,
and to that last proposition the Treasury yielded,
The war was not to he won with interest-free
money, and/or/with econseription of wealth;
though it was to be fought with e¢ounscription
of life. Many small businesses were to be
closed and their proprictors sent overseas as
redundant, and without any compensation for
their losses, while Finance, as we shall see, was
to be heavily and progressively remumerated.
As each war loan beeame exhausted the
lenders upon the first Iower intergst war loans
were permitted to transfer into the later higher
interest loans, and usurers’ interest upon credit
was added to the national burden, so that
to-day that burden is insupportable and the
nation staggers along, cutting the bread and
cheese of its poor, and starving the social
services in a vain attempt to meet the charges
incurred in the Great War loan ramps.

T have referred to the hurden we are cavry-

ing.  The British national debt in 1914
was £650,000,000. In 1938 it was
£8,026,000,000. That is to say, therc was

an inercase of 1,200 per cent in 24 years.
That is what the private banks did, after
being saved by the nation and being given
an “open go" by way of an inferest-free
loan. Those are indisputable facts. Surely
the Commonwealth Government should
explore the sitnation to see what can he
done, Reference has been made to the
dishonesty of the resolution passed in an-
other place. What ahout the dishonesty
of the private banks during the period to
which T have referred? In Australin the
national debt in 1900 was £197,00,0,000.
To-day it is nearly £1,400,000,000.

Hon. H. Seddon: More than that.

Hon. G. B. WOOD: Tt is round zboui
£1,400,000,000. Tt has been estimated that in

70 years’ time every family in Australia will
be paying over £13,000 a year in interest.

Hon. H. 8. W. Parker: Is that with- the
increased population?
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Hon. G. B, WOOD: I have not worked
out the figures, but I have an authority for
that statement. Members ean langh if
they like, but they ean work if out for them-
selves.

Hon. A. Thomson: Pid you say in 70
vears' time?

Hon. G. B. WOOD: Yes.

Hon. A. Thomson: That will not worry
s much,

Hon. G. B. WOOD: I know it will not.
1 am asking what sort of a system is that
for which some people stand? Surely 1
is wrong. Where is it leading us? What
will be the outeome of allowing the private
hanks to get away with this kind of thing?
I propose to quote a little more from the
book I have been reading.  The writer
states——

The report of the Cunliffe Committee (1927)
relates the story of the progressive piling up
of our War Debt burdens. But it is in nowise
a complete chronique seandaleuse of usury in
war-time nor did its authors so intend it to be.
We find in its pages no reference to or hint of
the magical process by which, while the nation
struggled almost at death’s door for its very
existence, and while masses of the fittest of
our manhood were daily Dbeing blown into
bhundles of bloody rags, our banking fraterni-
ties continued to create for themselves a great
volume of new eredit and to lend that eredit
to us at interest, and indeed at progressively
increased interest, no reference to the fact that
by this manufacture of bankers’ eredit some
Portion, variously estimated in amount, of what
now stands as the public debt, was simply
fabricated for private ends and was not a
bona fide loan of real wealth to the nation.
Professor Soddy has estimated that the bankers
actually created £2,000,000,000, no less, of this
bank credit, and lent it out to us at 5 per
cent. That means £100,000,000 a year upon
nothing,

That is not merely my opinion; that is also
the opinion of people whe know more about
the subjeet than I do.

Hon. A. Thomson: I would not like to
think it was your opinion.

Hon. @ B. WOOD: If the hon. member
proposes to quarrel with the opinion of
people like those he is a very brave per-
son, 1 do not intend to disagree with it.
“We know these things are true. The exist-
cnce of a bhuge national debt bears out
the truth of the assertions made. It is a
very sorry story. I will not weary the
House with more of it; but I repeat that
the issue of credit by the private banks
constitutes a sorry story. T am prepared
to give the Commonwealth Bank an oppor-
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funity to see what it can do in that direc-
tion without inflation. If the private banks
can do these things, I do not see why our
own bank cannot.

Hen. H. 8. W. Parker: Is it not doing
so ¥

Hon. . B. WOOD: Yes, to a certain ex-
tent. But why should we dissociate our-
selves from the resolution passed by the
othor place? This book states—

And once again the Bank of England issued
nptes—this time to the extent of £2,000,000—
in excess of its legal limits, in an endeavour to
boost trade and stem the finaneial panie.

I will read one niore passage.

Hon. E. M. Heenan: Did not vou promise

to put that book away?

Hon. . B. WOOD: XNo. I do not
usually take up mueh of the time
of the House and I am prepared
to read as much of this hook as

I like until I am told to stop. Everybody
will remember that in 1912 the late Mr.
Neville Chamberlain established maunicipal
banking in Birmingham. There was great
opposition by the bankers and their repre-
sentatives in Parliament, but in spite of
that opposition, Mr. Chamberlain had his
way and that municipal bank is one of the
most successful of its kind in the world.
So great was the opposition, however, that
the extension of the system was not per-
mitted except in a very small way. I do
not blame the banks for doing whai they
do, but I am just trying te prove what a
sorry eircumstance it is that these people
should be able to create as much eredit
as they please and that in spite of it, there
is an opinion that the Government should
not be allowed to do the same sort of thing
under some system of control. I do not
intend to apologise to Mr. Heenan for read-
ing a farther passage from this book as
follows:—

No section of us perhaps can afford to be
over dogmatic with our remedies and solutious
for the next mioney crisis when it blows up.
At best we may but resolve to profit by ex-
perience, and to adjust our finance to collective
control slep by step as we collectivise control
of our industry, But already it is clear that the
ereation of our new money tokens can no longer
with safety he left as a private company pre-
serve: that in citizen finance we can no longer
afford Hatrvism; and that a widespread de-
velopment in munieipal hanking is a very
urgent necessity, Alsa it is elear that no demo-
eratie Government can funetion freely if its
projects are to be at the merey of its political
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enemies in the eity. And as an essential pre-
liminary to any change towards democraey in
finanee, we must first shatter the delusion
that the oracles of the present finaneial dis-
pensation arc to be obeyed with awe and
revereuce.

That is what a lot of people are deing to-
day. Because the private banks have been
geiting away with this for so long, people
say, *‘You must not touech them; that is
inflation'’ and goodness knows what! The
writer adds—

The advice they have tendered suceessive
Governments in the recent past has bheen proved
to be wildly and ludicrously wrong. They were
wrong about reparations from Germany and
their effects. They were wrong when they ad-
wised Mr. Churchill about the gold standard,
and wrong when they pledged in 1931 that the
re-suspension of that standard would knock the
Lottom out of civilisation.

Abraham Lincoln said—

The privilege of creating and issuing money
is not only the supreme prerogative of Govern-
ments, but it is the Government’s greatest
creative opportunity.

Hon. J. J. Holmes: Did he not also say
something about not fooling all the people
all the time?

Hon, G. B. WOOD: Yes. Many people
like to quote him because ke said many other
pertinent things. I suggest that what is
proposed in the resolution passed by the
Assembly ean be done. We ean  issue
credit to the limit with safety, in fact
with greater safety than that with which
it can be issued by the private banks, be-
cause it would be under some proper con-
trol. 1 have already shown that the Bank
of England exceeded its legal limit by
£2,000,000 and that other hanks exceeded
the limit by £2,000,000,000 with nobody to
stop them. I do not see why it is wrong
or improper to say that the Commonweslth
Bank should do the same withont inflation
and under proper eontrol. 1 move the
amendment standing in my name.

HON. SIR HAL COLEBATCH (Metro-
politan—on amendment)} [7.56]: I had
hoped that one reply would he adequate
hecanse the amendment covers all the ob-
jeetions that have been raised against the
original motion. I had no wish to make
three speeches but it was necessary for me
to rise when the question was put. To my
mind the amendment is entirelv specious.
It is a pretence that this motion is practi-
cally on all fours with the rvesolution the
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Government was asked or instructed to for-

ward to the Prime Minister. Everyone of
us knows quite well that there is no re-
semblance between the two proposals. We
know that one of the main causes of de-
bate and difference in national politics at the
present time is whether the war shall be fin-
anced by the issue of credit or whether it
shall be financed by taxing and borrowing,
limiting the issne of credit to the smallest
possible amount. That is the great issue he-
fore the country at the present time and that
is the issue which is dividing the two politi-
eal parties. The resolution whieh the Gov-
ernment has been asked to convey to the
Prime Minister supports the one alterna-
tive, namely, the financing of the war
chiefly by the issuing of hank eredit. The
motion before this House contemplates
the other method, the financing of the war
by taxation, by the raising of loans, hy
the use of the people’s savings, and resort
to the issue of bank credit only as a last
emergency and then to the smallest extent
possible. It bhas been suggested that this
matter should not have heen raised in the
State Parliament. T am not eoneerned with
that. Had it not been raised in another
place T should not have raised it here. I
am in sowe doubt as to whether it is proper
for the Government to accept an instrue-
tion from one branch of the Legislature and
to ignore the other. I consider that if the
resolution were to be despatched by the
Government to the Federal anthorities, it
should first be submitted to this Chamber
for our comment, for our approval or dis-

approval as the case might be. The
motion having been carried, and in-
structions  having been given to the

Government, I econsider myself in duty
bound to dissociate myself from it,
and that hon. members of this Chamber
should also have the opportunity to do so.
Mr. Wood said something about changing
opinions in 10 years. There is no change in
my opinion. Ten years ago I did all T
could to block the proposal for the issue of
18 millions of fidueiary credit, and I am
pleased to think that I played some part
in preventing a departure which I am sure
would have been disasirous to the country
at that time.

Hon. G. Fraser: They did it.

Hon. Sir HAL, COLEBATCH: No. The
one thing necessary is to maintain confi-
denco, T entirely agree with that, but I
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am gquite certain thai there is no other
method by which coufidenee can be so
quickly destroyed than by financing a war
or anything else by the issue of bank
credits. The motion to which I object starts
off with the statement, “In view of the ap-
parent deplorable shortage of meney in Aus-
tralia, ete. . . . That is a false statement.
There is no shortage of money in Australia
at the present time. I am quite prepared
to admit there is a frightful maldistribution
of money and no one has better reason for
knowing that than the real producers of
wealth of this country who are getting an
extremely raw deal. There is abundant evi-
dence in Australia that there is no shortage
of money. There is a shortage of goods
and things we need with which to ecarry on
the war, but no shortage of money. At the
present time, particularly in the eities, therc
are signs of extravaganee and luxury in all
directions. There is practically ne indica-
tion of economy. Here in this comparatively
small city of Perth the starting-priee hook-
makers roll up every Monday morn-
ing |and pay out their £600 in
fines without a guiver. What does it
matter to them? Their profits are
suich that they can easily stand it. Why?
Because there is snch a big surplna spending
power. We know, too, that imports eon-
tinne on a scale which should not be main-
tained in time of war, a scale which sug;
gests excess spending power, and whieh tells
me that we are encroaching upon foreign
exchange with considerable disadvantage to
the eountry. We koow that the prices of
goods are going up and that wages are going
up, a very certain sign—this disturbed
equilibrium between money and goods—of
inflation.

The purpose of the resolution cuxried m
another place is quite clear. It is to avoid
taxation and to provide an inerease in
wages, not mervely to maintain but to elevate
the present standard of living in Australia.
Tt must be obvions at a time like the present,
when the great bulk of our lahour is devoted
entirely to unproductive purposes, that if is
utterly ridienlous to talk about improving
the standard of living. The standard
of living depends firstly upon the pro-
duction of wealth and, secondly, on
the cquitable distvibaution of it. Tt is
quite ridiculous to suggest that at the pre-
sent time, when we are called upon to use
practically more than half of our energies
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in entirely unproductive effort, that we can
expect that even the present standards
can be maintasined as far as large sec-
tions of the community arc concerned. Mr.
Miles quoted the remarks of Sir Kingsley
Wood, Chancellor of the Exchequer. I en-
tirely approve of what he said. Let us come
nearcr home, An Economie Stabilisation
Committer was recently appointed in New
Zealund. It consisted of 15 members, a
chairman and 14 lay members. Of the 14,
seven were direct representatives of the
workers, four representing the New Zealand
Federation of Lahour, the New Zealand Shop
Assistants” Federation, the New Zealand
Clerical Workers' Federation, and the New
Zealand FEngineers’ and Relaied Trades
Union. Amongst the seven who were rep-
resentatives of the employers were four pri-
mary producers. The conference sitting in
a State where there has been quite a lot
of the issuing of credit came to the wnani-
mous decision to wrge the Government to
stop that method of financing the war. Let
me read two paragraphs from the report of
the conference.

[n a war situntion there is always a danger
of inflation of the curreney being resorted to
as an ensy method of meeting, or partly meet-
ing the increascd finaneinl ecommitments made
necessary by the war. The evidence before the
committee indicates that there is a tendency
for the purehasing power to exceed the value of

the gonda availnble for consmmption, and such
n position reveals an inflationary tendency.

They renlised that they had already got into
trouble.

Curreney inflation is the most cruel and the
least scientific method of makiug a levy on the
people. Tt presses most heavily on the poorer
members of the commuonity, especially those
who have large families to maintain and those
«n small wages or fixed incomes. Indeed, every
wige and salary earner finds that the cost of
living keeps ahead of his wages and thus his
stundard of living is redeced. In short if
these difliculties cannot be overcome, the poorer
people in the community will suffer most by
thortage of goods and increased priccs. The
most effeetive method of overcoming these difh-
culties i9 fo seeure inereased produetion,

T shall read one of the recommendations of
the committec becanse it covers the entire
issuc we are considering now—

To the utmost of our ability and as far as it
is possible to do g0, without crippling the pro-
dnetive resources of the Dominion, we should
pay Por the war as we go, firstly by tazation,
and secondly by borrowing the savinga of khe
people in New Zealand. The committee is
unanimous, however, that even for war purposes
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Lorrowing overseas should be reduced to the
lowest possible level in fairness to our British
countrymen who are already hearing war bur-
dens much greater than our own. DBat while
labour and materials are available, it would
be unwise to refrain from using them in further-
anee of our war effort, even if they ean omly
Le utilized by financing with money borrowed
overseas.

There were three methods, the first taxation,
the second horrowing the savings of the
people, and the third horrowing overseas—
borrowing overseas in preference to the
issue of bank credit. That was the unani-
mous opinion of the New Zealand conference
representing all shades of politieal opinion
and all shades of industry—the unanimous
opinion.

Hon. G. B. Wood: We have not got to
that stage yet in Australia.

Hon. Sir HAL COLEBATCH: M
Wood quoted the opinion of the Right Homn.
Thomas Jobnston a one-time Chancellor of
the Exchequer in a Labour Government in
England. I understand that at the present
time there is & great effort on the part of
the Labour Party in the Commonweslth and
in the Btates to secure the politieal support
of the country community; but it scems to
me almest a work of supererogation when
s representative of the country—not a sup-
porter of the Labour Party—can quote by
the yard and apparently with approval the
opinions on matters of high finance of the
most socialistic member of the socialis-
tiec MacDonald Government of England. The
hon. member quoted those opinions at great
length as though he were quoting from a
finaneial bible. For my own part I do not
believe that the people of the British Em-
pire have any great cause to be grateful
to the MacDonald Government or to attach
much value to the opinions of its members.

Hon. G. B. Wood: You would not say that
what I guoted was not true?

Hon. Sir HAL COLEBATCH: It is
largely a matter of opinion, and the opinion
was that of a man who desires above every-
thing the nationalisation of banking and
everything else associated with produetion,
distribution and exchange. 1 have here a
book which also quotes the Right Hon.
Thomas Johnston’s opinion. Here is a
priceless extract from it—

The process involves no difficulty. The Gov-
ernment requires £15,000,000 to be spent over
three months—which is about the current scale
of Australin’s war expenditure.
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What happens? The Government'’s account
at the Commonwealth Bank is eredited with
the amount and the Government operates on it
in the uswal way by cheque.
 There is no interest charge—though a nom-
inal amount of 3s. per cent. might be paid
tor the cost of bank administration.

Anqd there is no repayment of the principal.
Why should there be? The money was cre-
ated by no more effort than was required to
write the credit figures in the bank’s ledger.
As no addition to the public debt was in-
volved, no interest is required, and no added
taxation is neeessary.

That is priceless and if it ean be done for
such purposes, it ean be done for all pur-
poses. What a hed of roses our own Gov-
ernment would be on if all it had to do was
to say to the hauk: *Give us credit for
£15,000,000”7 and as soon as the money was
spent there would be no need for interest,
Tepayment or anything! I am quite aware
that amongst the farming communities there
are many people who think that the issne
of a large dose of bank credit would
be a good scheme, I have had letters from
many of them and I would ask those who
have been elected direct representatives of
the farming community to refleet on this
faet, that not only in this State, bhut in the
Commonwealth and in every country of the
world the impoverishment of the farmer has
synchronised with the depreciation of the
currcney.  When I saobmitted the motion
on this question I think I quoted the
experience of Germany where the com-
plete destruction of the euwrreney en-
abled the farmer to pay all his debts and
get rid of his mortgages. Within a couple
of years, bhowever, his sfage was worse
than the first; all his commodities wenl up
in price. The very act of currency depre-
ciation was one of the chief -causes
of the strangulation of international trade
on which the well being of the pro-
ducer depends. The resnlt was that in
the conrse of five years the number of men
on the land in Glermany decreased by no
less than 800,000, That has not been a
solitary expericnce; it has been the experi-
ence cverywhere, showing that the natural
consequence of paper credit is the impover-
ishment of the producer of real wealth. If
vou are going to pretend that you can create
eredit, well then is it at all unreasonable that
the primary producer of wealth should be
the first to feel the trouble? The motion from
which I dissent says that all this should be
done without inflation. 1 do not think that
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ever in any country has it been adwitted
that the currency was to be inflated, It is
never admitted. DPeople say, “If you issue
a bank eredit, it won’t be inflation,” like the
genins who wrote the book from which I
have just read. But all experience shows
that it does mean inflation. We very well
know that our own Australian curreney is
inflated to snch an extent that its purchas-
ing power is now half what it was before
inflation started. How c¢an it be pre-
tended that yon ean go on doing that sort of
thing without causing inflation? Again, I
ask, if this issuing of bank credit is going
to help the farmer, why is it that his posi-
tion has gradually deteriorated in this coun-
try ever sinee this practice of issning syn-
thetic money commenced? T would like
members representing the primary produncers
to put that question to themselves. I think
that this measure of bank credit, which we
have had ever since the start of the last
war as a matter of faet, has not helped
the farmer. If it synehronised with his
destrnction, how do they expeet that more
of it iz going to do him any good? A great
many people talk about this issuing of bank
credit as though it was something new, some-
thing just discovered. It is as old as time.
It is a practice that has been resorted to,
by Governments which were in difficulties,
for centuries past. In England many,
many years ago, under an ahsolute Mon-
arch, it was the practice to debase the eur-
rency, to put more and more inferior metal
into the sovereign and so on. It was done;
but it was done only at the price of caus-
ing tremendous indignation among the
people. Tt was regarded then as a fraud,
as robbing the people.

T am not surprised that those who
favour the nationalisation of banking
should favour the resolution, but I do not
approve of the nationalisation of banking,
particelarly if it is accompanied by a
demand that the Government, having taken
complete control of the bank, should start
issuing eredif, hecause that can have no
other effect than to desiroy the savings of

====-tfig “people: It has had no other effect in

any country, and will have no other effect
here. It is worth while ealling to mind that
80 per cent. of the Anstralian people have
money in savings hanks, and that guite a
mijllion Australians have insurance policies.
Now, vonr cannot issne bank eredit without
destroying the value of both of those. Take
the present position. I have always been a
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very firm believer in the principle of life
assurance, and I am now; but I know per-
feetly well that those who inberit my small
belongings will get less than one-half of the
vatue that T insurced for and paid premioms
on for the lzst fifty years or more. I do not
grumble at that. I recognise that it is part
of my contribution towards the war. I do
not think that anybody grumbles at it. They
know what it is, and they regret it; but that
the Government should deliberately set out
by the issue of bank ecredit to make value-
less hoth savings and insurance policies in
something that the eommunity will not read-
ilx tolerate,

I think it is necessary that we should ap-
preciate the fact that one cannot create
money, that money is the fruit of labour
and the froit of savings. Its ereation is a
form of dishomesty, and has been s0 re-
garded throughout the centuries. One may
say, “It is only a little one,” but the little
one grows and grows until we reach a con-
dition such as has been reached in prae-
tically all the European countries after the
war, when the savings of the people were
in some cases completely destroyed. I do
net think there is much donbt that one of the
reasons for the collapse of France was
the resorting to currency issue in order
that the Soeialistic Government might earry
ount its promises to its supporters in the
way of decreased hours and bigger pay; and
it is not without significance that the Gov-
crnment won the voles of the frugal peas-
antry of France by declaring that there
would be no inflation and that there would
be no devaluation of the frane, exactly as
we are told in this resolution that there will
be no inflation. But what happened?®
Within a few months the frane dropped to
little more than half its valwe. It was in-
flation, just as we have already had
inflation here. I consider there is no
more pressing duty on the part of
the Government than to avoid infla-
tion as far as it possibly ean. I do not
suggest the Government can avoid inflation

-altogether, nor-am I one who ypretends for

a moment that the financial practices since
the last war have been either sound or just.
One means by which it hag been unsound
and unjust is that cwrrency inflation has
been adopted in many countries as a mean,
underhand method of evading the payment
of debts, which probably ecould not have
been paid in any ease. All of us remember
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‘that soon after the close of the last war Mr.
Balfour, or Lord Balfour as he beeame
afterwards, urged the cancellation of all in-
‘ternational war debts. I do not think there
is much reason to doubi that had his advice
been acted upon, the conditions that led up
to the present war might have been entirely
@voided.

Now, we hear a lot of talk as to what is
to happen after this war. Buf to my mind
we have to concentrate now on winning the
war. It may be hoped that after the war
the statesmen of the world, having received
so recent an experience of the follies and
errors of the Jast peace, will discover some
way of avoiding the tronbles that have come
upon us during the last 20 years. But those
things are for consideration after the war.
They are for consideration when we have
won the war, because then it will be for us,
the people of the British Empire, the people
«of the democracies, to determine just how
the post-war difficulties are to be met. But
if we do not win the war we shall have no
voice in determining these things. And so
in conneetion with this matter we have to
consider what is the best way of winning
the war. We have to-day to choose between
iwo allernatives—the issue of more paper
money and the maintenanee of high spend-
ing power among the people and undoubt-
edly extravagance, of which we have far too
much already both publicly and privately,
that being one mode, and the other mode
being hy saving, by taxation, by eutting
down the non-essentials of life, and by econ-
omy. Is there one member of this Chamber
who can for a moment doubt which of
those courses is most likely to result in vie-
tory?

I do not wish to detain the House longer,
but T would repeat that one branch of the
Legislature having instructed the Govern-
ment to forward a certain resolution to the
Commonwealth Government, this braneh of
the Legislature should have been consnlted,
and that not having been consulted we not
only have the right to veice our opinion,
but if we fail to do so, or adopt the amend-
ment proposed by Mr. Wood, we shall be
endorsing the resolution, with which T am
surc the majority of members of this
Chamber are not in agreement.

Amendment put and negatived.
On motion by Mr. Seddon, debate ad-
Journed

[COUNCIL.}

BILL—MUNICIFAL CORPORATIONS
ACT AMENDMENT.

Received from the Assembly and vead a
first time,

BILL—REGISTRATION OF FIRMS
ACT AMENDMENT.

Assembly’s Message.

Message from the Assembly received and
read notifying that it had agreed to the
amendments mede by the Council.

BILL—OPTOMETRISTS.
Assembly’s Message.

Message from the Assembly received and
read notifying that it had agreed to the
amendments made by the Couneil.

BILL—MONEY LENDERS ACT
AMENDMENT.

In Committee.

Resumed from the 20th November. Hon.
J. Coruell in the Chair; Hon. E. M. Heenan
in charge of the Bill.

The CHATRMAN: Progress was reported
after Clanse 3—Amendment of Section 10
—had been partly considered.

Hon. H. 8. W. PARKER: What is the
meaning of paragraph (a}? It seems to
me it has the effect of making legal some-
thing which up to the present has been il-
legal. T move an amendment—

That paragraph (a) be struck out.

Hon. E. M. HEENAN : I have considered
the provision and it seems fo me not to
have any virtue; althongh I cannot agree
with Mr. Parker that it seems to make legal
that whieh has hitherto been illegal.

Amendment put and passed; the clause, as
amended, agreed to.

Clause 4—Amendment of Section 11:

Hon. H. 8. W. PARKER: I ask Mr.
Heenan what will be the effect of striking
out the words which this clanse proposes
to delete.

Hon, E. M. HEENAN: This is a eonse-
quential amendment and should be agreed
to.
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Clause put and passed.

Clause 5—New Sections:

Hon. H. 8. W. PARKER: I know what
the clause intends to provide, but the ques-
tion is whether it actually says so. Even
if it means what I think it is intended to
mean, [ still consider it is wseless. Tt is
intended to provide a masximum rate of 20
per cent., but it proceeds to say “from the
comnencement of the Money Lenders Aect
Amendment Aet, 1940 . . . .’ and then a
different rate is fixed.

Hon. E. M. Heenan:
with that¥

Hon. H. 8. W. PAREKER: The rate of
20 per cent. is already provided for.

Hon. E. M. Heenan: That is the first
mention of 20 per cent.

Hon. H. 8. W. PARKER: T am wrong.
Subsection (1) of proposed new Seetion
11A says that there shall be a preseribed
maximum. It then proceeds to say that
until the maximum is preseribed the rate
shall be 20 per cent. Under the Interpre-
tation Act “preseribed” means preseribed by
the Act wherein the term is used or by a
regulation, rule or by-law made thereunder.
It appears to me that when & loan is to he
miade the Minister must, under the provi-
sion [ bhave quoted, draw a regulation to
prescribe the rate of interest for that par-
ticular loan. The proposed new Seetion
11C provides that, subject to the proviso to
Subsection (1) of Seetion 114, the Gover-
nor may make regulations. The ques-
tion is not that the Governor “may”
make regulations; bhe must do  se.
Subsection (1) of proposed Seetion 11C 1s
entirely useless. Subseetion (2) of pro-
posed new Section 11C deals with small
loans. I draw attention to these points in
order to show that the verbiage makes the
Bill more complicated, Referring again to
proposed new Section 11A, provision is
made that for a lean of £10 for a peripd of
six months GO per cent. inferest may he

. charged.

What is wrong

Member: Per annum.

Hon. H. 8. W, PARKER: Yes. This
Bill is designed to protect borrowers from
unsernpulous money lenders. A Royal Com-
mission was appointed to inquire into the
business of money lending, but for some
reason or other effect was not given fo iis
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recommendations. Seetion 4 of the Act
provides—

Where proceedings are taken in any ecourt
by a money lender for the recovery of any
amount lent . , . . or the enforcement of any
agreement or security . . . . in respect of money
lent . . .. and it appears to the court that the
interest charged is excessive, or that the
amount charged for expenses, inquiries, fines,
bonus, premiums, renewals, or any other
charges is excegsive, and that in either case
the transaction is harsh and unconscionable
« . . . the court may re-open the transaction
and take an pecount between the money lender
and the person sued . . . . amd may satisfy
cither wholly or in part any security given or
agreement made in respect of mouney lent by
the money lender; and, if the momey lender
has parted with the security, may order him
to indemnify the borrower or other person sued.
\What better protection could any borrower
get than that?

Hon. J. J. Holmes: This Bill does not do
that.

Hon. H, 8. W. PARKER: No. It kills
that proteetion. Under this Bill a borrower
may be charged up to 60 per cent.

Hon. J. J. Holmes: The money lenders
must be behind this measure.

Hon. H. 8. W. PARKER: Who is bet-
ter able to fix a reasonable amount than is
a magistrate? The Bill, however, provides
that the Minister may fix the amount, be-
cause that would be the effect of prescribing
it by regulation. What effect wounld it have
on a magisivate if he found that Parlia-
ment had preseribed 60 per cent. as a fair
rate? Under the measure, when a person
wanted to borrow money, the money lender
could charge 60 per cent. because he could
lend £10 to-day, £10 to-morrow and so on.

Hon. G. Frascr. Are you sure it would
be the same money lender lending the vari-
ous amounts?

Hon. H. 8. W. PARKER: It might not
be; they work together. The clause, apart
from being extremely diffienlt to understand,
is entirely useless to assist the borrower.

Hon. E. M. HEENAN: I hope members
have read the Bill as well as the Aet. Mr.
Parker's remarks are not a fair statement of
the position. The Money Lenders Aect i1s a
good measure, but it has been found inade-
quate. Some of the weaknesses of Section
4 are that it necessitates an approach to
the court and almost certainly the employ-
ment of a solicitor. This involves consid-
erable expense. Further, the publicity is
unpleasant. Civil servants and others do
not want their names and the cireumstances
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attending their borrowing of money pub-
lished in the Press. How seldom do we read
of people approaching the court to have
such transactions set aside? Additional
protection is required for horrowers. The
purpose of the clanse is clear and simple.

Hon. C. F. Baxter: Do you say that the
clause is elear?

Hon. E. M. HEENAN: To my way of
thinking, it is simple enough. It means
that during the period of the war, the maxi-
mum rate of interest on loans of over £10
shall be 20 per cent.

Hon. C. F. Baxter: One of the greatest
diffienlties is tu make Clause 5 read sensibly.

Hon., E. M. HEENAN: At present the
sky i the limit: money lenders may charge
any rate they like.

Hon. J. M. Maefarlane: Subject to Seec-
tion 4 of the Aet.

Hon. E. M. HEENAN: That does not
prevent their charging it.

Hon. H. 8. W. Parker:
their getting it.

Hon. E. M. HEENAXN: The virtue of the
clause is that it limits the rate of interest
to 20 per cenf. on loans exceeding £10.
Numerous cases have heen quoted to show
that rates as high as 300 or 400 per cent.
have been charged.

The CHAIRMAX: The schedule is be-
ing discussed, and I point out that if mem-
bers wish to amend the schednle, they might
have to amend the elause.

Hon. E. M. HEENAN: If the rate is
fixed too low, we shall be doing a disservice
to people who have to borrow. Undoubtedly
horrowing is a bad practice, but there
are oeccasions when it heeomes a real neces-
sity.

Hon. J. Nicholson: Did you read the letter
in to-day’s “West Ausiralian”?

Hon. E. M. HEENANXN: It was written
by someone who knows nothing about the
subject.

The CHAIRMAN: Then I ask members
to refrain from quoting it.

Hon. H. SEDDOX : We would be wise to
delete the second proviso dealing with small
loans and thas make the maximum rate of
interest for any loan 20 per cent.

Hon. H. 8. W. Parker: A clauge in the
Bill sets ont that the interest shall be as
prescribed,

Hon. H. SEDDON: T think it would he
better to speeify the rate.

It prevents

[COUNCIL.]

Hon. E. M. Heenan: If the second pro-
viso is deleted, the effect will be that 20 per
cent. will be the maximum rate.

Hon. H. SEDDOXN: Yes.
amendment—

That the second proviso in Subseetion (1)
of proposed new Section 11A be struck out.

The CHAIRMAXN: Will My, Heenan ex-
plain whether this provision is supposed to
be temporary.

Hon. E. M. HEEXAX: It is to continue
until otherwise provided.

The CHAIRMAN : Then it is temporary.

Hon. E. M. HEENAN: Tt is for an in-
definite period.

The CHAIRMAN: The hon. member will
recollect what I did the other evening to Sir
Hal Colebatch.,

Hon. E. M. HEENAN: I should say that
the provision is for an indefinite period.

The CHAIRMAN: Then, again, I
snggest that the hen. member refers the pro-
vision back to the sponsor of the Bili in
order to make clear whether Italy and Ger-
many are at war, or what the proviso means.
It says that the maximum rate of interest
is to operate during the continnance of fhe
war with Ttaly and Germany.

Hon. E. M. HEENAN: That is clear he-
cause the provise eontinues with the words
“in whieh at such date His Majesty is en-
gaged.” The legislation is to continue after
the war concludes until a different maximum
vate is preseribed,

Hon. Sir HAL COLEBATCH: T support
the amendment to strike out the proviso, the
effeet of which is to destroy the purpose of
the Bill. 1f the proviso were retained, a
money lender would refuse to lend £20 for,
say, six months. He would teli the would-
be borrower that he would lend him £10 and
his wife £10 for a month, and the loans would
thereafter be renewed from month to month.
The result wounld be that instead of 20 per
cent, interest being charged, the rate wounld
be 60 per cent. I 20 per eent. is insnffi-
eient with vegard to small loans for short
periods, some totally different method of
preserihing the interest rates chargeable
should he adopted. The proviso is dan-
gerous from the standpoint of the purposes
of the Bill.

Hon. G. FRASER: The suggestion for an
interest rate of 60 per cent. arese from the
practice adopted at present. Generally
speaking, the charge is 1s. per £1 per month.
OF course, the money lenders have proceeded
by varions means fo increase the rate and

I move an
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have, in some instances reached about 200
per cent.  For my own part, I think 20
per cent. is ample, although I admit that
business at that figure will not be very
profitable sceing that it represents about 4d.
per £1 per month, TIf we could dispense
with the small loans, it would he of advan-
tage of the people likely to be affected.
Rightly or wrongly, civil servanis seem to
be regarded as the best customers for money
lenders. As they have permanent positions,
they are able to borrow money without secur-
ity. One of the worst features of that is
that many float loans to pay off old loans.

Hon. H. S, W. PARKER: If the desire
is that money lenders shall not charge more
interest than 20 per eent, a proper Bill
should be introduced to amend the Money
Lenders Aet accordingly. The method sug-
gested in the Bill is unsatisfactory. The
construction of the first proviso is ungram-
matical and is certainly not good English.
A licensed pawnbroker is not registered
under the Money Lenders Act. Therefore,
a person can borrow money from a pawn-
broker on jewellery, for instance, giving the
man a promissory note, and the money
lender ean charge what vate of interest
he likes. Why not deal with the whole
question properly instead of pursuing the
slipshod method outlined in the Bill? I
am not prepared to agree to something that
is not set out in good English merely hecanse
of some hard luck story. If such cases
exist, why do not the people concerned take
advantage of the Poor Persons Legal Assist-
ance Act and get the matters rectified?

Hon. G. Fraser: And how many items
have heen eut out in respect of which re-
lief will not he granted?

Hon. H. S. W. PARKER: The state-
ment has been made that nothing is ever
seen in the Press regarding cases taken in
the local or other courts. The suggestion
bas also been made that the Bill 1s neces-
sary because people will not seek publicity.
Do members think eivil servants will go
to the police court or the eriminal court
and risk the publicity involved in order to
establish that a money lender has charged
nndue interest rates? If the civil servant
is afraid of publicity, the Bill will not
affect him. T shall votc against the pro-
vision in the Bill because I certainly would
not he prepared to go hefore a judge and
argue the meaning of this legislation.

2205

Hon. E. M. HEENAX': T shall not oppose
the amendment. The original intention
was to confine interest on loans to 20 per
cent. It is easy for Mr. Parker to single
out the Bill for sueh stringent criticism
regarding the drafting, which is no more
at fault in the Bill than it has been in many
other measures. 1 challenge Mr. Parker to
prove that it contains one sentence thaf is
ungrammatical or not good English. If the
Bill is rejected, ancther may be introduced
next scssion to give effect to the present
intention. I hope members will not allow
12 months to pass simply because Mr.
Parker singles it out on aecount of its
drafting.

Amendment put and passed.

Hon. H. 5. W. PARKER: I should like
to ask Mr. Heenan what is the meaning
of preposed new Section 11C. I consider
it is redundant.

Hon. E. M. HEENAN: I take it that the
section simply provides for the making of
regulations preseribing the maximum rate
of interest. That is to say, the rate of
interest for the duration of the war and
thereafter will be 20 per cent. At some later
period the raising or lowering of that rate
may be thought desirable, and the section
provides that regulations may be gazetted
to that effeet. I take it that the hon.
member considers that in view of what is
stated in Section 11A, the Government
already has power to make regulations.
For greater eclarity, however, I think
the proposed new Seetion 11C. should he
agreed fo.

The CHAIRMAN: I think it is a lot of
verbiage.

Hon. H. 8. W. Parker: It is.

Hon. E. M. HEENAN: I am inclined to
think so too, but for greater clarity the
rection should be inserted.

Clause, as amended, put and a divisior
taken with the following result:—

Ayes
Noes -..--

Majority against

[H‘:oao

AVES.
Hoxn. Sir Hal Colebateh| Hon. E. M. Heenan
Hon. J. M. Drew Honr. W. H., Kitgon
Haon. G. Frager Hon, H, Seddon

. W. R, Hall Hon, W. I. Maaon
Hon * KTellcr. v
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NOES,
Hon. J, Nicholson
Hon. H. 8. W, Parker
Hon. G. B. Wood
Hon. A, Thomsgon
{Telier.}

Hon, C. F, Baxter
Hoop. L. B. Bolton
Hon, V, Hamersley
Hon. J. J. Holmes
Hon. J. M. Mactarlane

Ulause thus negatived.
Clause i—put and negatived.

Progress reported.

BILL—NATIVE ADMINISTRATION
ACT AMENDMENT,

Second Reading.

HON. A. THOMSON (South-East)
[9.253] in moving the second reading said:
This is a small amending measure, which
was introduced in another place by the
member for Williams-Narrogin (Mr. Doney)
at the suggestion of several justices of
the peace in the Williams district. Those
gentlemen were of the opinion that the
law as it stood was unbalanced and unfair.
The Bill secks to place a responsibility
upon the native who solicits a white per-
son for liquor. Section 48 of the Act pro-
vides as follows—

Any native who knowingly receives any such

liquor or opium shall be guilty of an offence,
and liable on summary conviction to a penalty
not exceeding £5 or to imprisonment uot ex-
ceeding one menth,
At the time that sub-seclion was drafted it
was thought that the native could bhe
handled quite successfully as a result of
the sub-section’s embodiment in the Aect.
Events have proved, however, that it is not
a satisfactory provision. Although it
lIooked all right it has n weakness. No con-
viction ean lie against the native unless
he is eaught with liquor in his possession.
I propose to read u letter that was sent
by justices of the peace to the Minister for
Justice. Those gentlemen had recently
dealt with the caze of & white man who
supplied liquor to a native and was fined
£20, the mipimum amount.

Hon. J. Nicholson: Under the Native Ad-
ministrafion Aect?

Hon. A, THOMSON: Ves. A native is
liahle to a fine of £5 it it i» proved he oh-
tained liquor, and the white man who =up-
plied him is liable lo a minimum fine of
£200 and a maximom of £100.

The Chief Secretary: Was that under
the Native Administration Act or the Licen-
sing Act?

[COUNCIL.]

Hon. A, THOMSON: I understand the
case was taken under the Native Administra-
tion Act. The letter to which I refer is as
follows :—

The evidence showed that the native solici-
ted the white man to obtain the liquor in the
first instance for a consideration of the price
of a glass of beer. We hold no brief for the
white man, who deserved the penalty, knowing
that he was doing wrong. Unless the native
is caught in possession of the liquor, we are
aodvised that it is not possible to get a con-
vietion against him; and so we saw in this
vuse the spectacle of the native being brought
to give evidence against the white man for
wrongdoing and vet the white man’s evidence
could not be used to comvict thy native. If a
section were put into the Licensing Act mak-
ing soliciting of liguor by a native from a
white man punishable, the native would hesi-
tate to solicit it, knowing that if the white
man was caught he also might be caught and
punished on the white man’s evidence. Usually
the natives involved in these cases are very
cunning,

Of course, the Licensing Act was not the
Act concerned. The letter continues—

At present the native can involve a white
man in a serious charge and can with im-
punity give evidence against the white, know-
ing that lhe himself is safe unless caught with
the goods, An admission that he has drunk
the liquor is not sufficient. Some check to pre-
vent the natives from soliciting youths to pro-
cure liquor for them (and we c¢an quote here
the vecent case in Northam before Mr. Read,
R.M.) should be provided im the Licensing
Act,

We the uudersigned justices of the peace
make the following recommendation:—

That in cases of prosecution under See-
tion 150 of the Licensing Aet, it is a re-
commenmdation from us that there should be
provision in the Act to provide for a prose-
cution of, and penalty aguinst, the natives
solieiting and receiving the liquer. If the
liquor is solicited from the white man by
the native the penalty should be heavier
than that inflicted for the supply without
solicitation,

It is for this reason that the Bill was brought
down. It ~eeks to amend Section 48, as fol-
lows:—

(a) hy inserting in the seetion after suh-
section (3) a new subsection, as follows:—

(3a) Any native who asks, solicits, or other-
wise attempts to proemre any other person
whomsoever to purchase or to obtain the supply
or gift of any fermented, spiritucus or other
intexicating liquor in any quantity whatsoever,
either alone or mixed with nny other substance,
or auy opimm for such native, shall he guilty
of an affence, and be liable on summary con-
vietion tn o penalty not exceeding five pounds
or to imprisonment not exceeding one wmonth,
It shall not be a defenre to n churge of an
offence under this subsection that no purchase
was made or that no supply or gift way oh-
tained as requested hy the native chavged.
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The intention of this amendment is to throw
a certain amount of responsibility upon the
native who solicits a white man for the sap-
ply of liquor. With this brief explanation, I
move—

That the Bill be now read a second time,

HON, J. CORNELL (Scuth) [9.30]: The
Bill appears to be barmless. The essence
of it is that a native, including, I presume,
half-castes—

Hon. V. Hamersley: Yes.

Hon. J. Nicholson: I think also quad-
roons.

Hon. J. CORNELL: —who asks any per-
son for intoxieating liquor is liable to a
fine of £5 or one month’s imprisonment.
A charge against the native can be lodged
by the person from whom he solicits liquor.
1 should like to know whether therc is going
to be any corroboration of the act, or are
we going to throw the native whelly and
solely upon the mercy of the white man?
Are we going to aceept the word of the white
person eoncerning the charge laid against
the native? As the Bill is drafted it im-
ports something new inte the Aect, and it
appears that a native ean he charged with-
ount any eorroboration. That is not fair. Wa
ought to give the native some protection.
¥t onght not to be a question of one man’s
word against that of another.

Hon. A. Thomson: The same thing applies
with regard to white men.

Hon. J. CORNELL: There is & big dif-

- ference between white men and natives.

Hon. A. Thomson: Not in these cireum-
stances.

Hon. J. CORNELL: Yes, there is. More
consideration should be given to a uative
than te a white man.

HON. SIR HAL COLEBATCH (Mctro-
politan) [9.32] : Before voting for the second
reading I should like to have the opinion of
the department as to whether the passage
of this Bill will be likely to inc¢rease the

- difficulty ~of securing a convietion against a. oo

white man who supplies a coloured man
with liquor. That is the real point,

Hon. A. Thomson: The Minister in an-
other place sapported the measure.

Hon. Sir HAL COLEBATCH: It occurs
to me that it is by no means an casy matter
to seeure a eouvietion against a white man
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on a charge of this kind. I am afraid the
passage of the Bill will make it difficult to
induee a native to give evidence. THe will
be afraid of ineriminating himself if he does
so. If the Bill is going to bave that effect
I would prefer the position to remain as it
it

Hon. A. Thomson: In the case I quoted
the uative gave evidence against the man
who supplied him with liguor.

Hon. Sir HAL COLEBATCH: I am not
vet convineed as to the effeet this Bill will
have upon the point I have mentioned.

THE CHIEF SECRETARY (Hon. W. H.
Kitson—Waest) [9.32]: The department has
no objection to the measnve, although it will
not he of any great valne. I understand
that the Bill as introdueed in another place
eontained an amendment that would have
heen of great value, but it was struck ont.

Hon, A. Thomson: I propose to restore it.

The CHIEF SECRETARY: If the hon.
member will do that, I will support him,
The Bill will not have the effeet it is thought
it will.

Hon. J, Cornell: Wilt it apply to Section
48 of the Act?

The CHIEF SECRETARY: The amend-
ment to which I referred had to do with the
deflnition of linuor. Owing to a disability
in the Aet it does not contain a definition
of liquor. Tt is neeessary to get an analyst’s
certificate with regard to any lquor that
is involved in a charge against a mnative.
That makes the position exceedingly diffienlt..
Although the Bill as it stands will not make
the position more diffieult from the point of
view of seeuring convictions against white
men, it will not help in the other direction
to which T have rveferred.

On motion by Hon. W, J. Mann, debate
adjourned,

House adjourned at 9.37 pm.



