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The PRESIDENT took the Chair at 4.30
p.m., and read prayers,

QUESTION-AGRICULTURE.

Hey position, as to purchases.

Hon, 0. B. WVOOD asked the Chief Sec-
ret ary: 1, Is the 'Minister aware that
drought-affected farmers desiring to pur-
chase hay must do so from the Government
if the purchaser requires financial aid from
money advanced hy the Commonwealth
Government? 2, Will the Government allow
farmers to purchase hay from other farm-
ers if it ran he hought at considerably les
cost than that charge1-d hy the Government,
and still receive financial aid for the lou~r-
chase?

The CHIEF SECRETARY replied: 1
and 2, The hon. member is- aware that
the Government undertook the respon-
sibility of safeguarding the hay requirements
of droughlt-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 requirements has
been arranged in this manner, drought-
affected farmers will secure such hay from
Government stocks, excepting where appli-
rants for assistance are not within reason-
able distance of railway facilities. We are
urging farmers and stock owners to meke
application immediately for their require-
ments.

BILL-FISHERIES AOT A2MND-
KENT.

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

BILLS (2)-REPORTS OF COX-
MITTEE.

1, Reserves.

2, Legitimation Act Amendment.
Adopted.

BILL-MARGARIN.

In Committee.

Resumed from the 21st 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. S. W. PARKER: I move an
aimendmenut-

That in paragraphi (a) of Subelause (1) the
words 'for cooking na rgari ne only" be str uck
out.

These words do not appear in any of the
margarine Acts passed in the other States.
They ar-e moere verbiage. They will mean
that packaiges and boxes will be plastered
with a lot of unnecessary printing. Cook-
ing nmargarine imported from the Eastern
States will not bear that inscription, and an
offence w~ill be committed by the exporters.
I cannot understand the necessity for those
words.

The CHIEF SECRETARY: I hope the
Committee will retain the words in the
paragraph. Unless 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 p3ill pro vid es for three classes
of margarine, namely, table margarine, eook-
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 departmental point of view is
that unless the marking is distinct in the
manner suggested, there is a possibility of
the objects of the legislation being defeated.
'Margarine intended for export will not be
marked in the manner suggested, buot will
have to comply with the regulations under
the Commonwealth Commerce Act.
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Hon. H. S. W. PARKER: We were told
that the Bill was intended to implement a
gentlemen's agreement uder which uniform
legislation w~as to be pastsed. The object
of the amendment is to adhere to that gen-
tienion's agreement. Under the Common-
wealth Constitution, the importation of goods
from other States cannot he 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 cov-
ered by my amendment were deleted from
the draft Bill1 that was considered in Victoria.
They were omitted by the Minister at the
request of those concerned, with whom hie
had a coafereace.

Hon. J. M. MACFARLANE: I snpport
the aniendmnit. Apart from the reasons ad-
vanced by 'Mr. Parker, the obvious inten-
tion ik to make cooking margarine second-
ary to ordinary margarine. The hedg-ing
that is being done is with the object of
according preference to margarine made of
v.egetable oil. Animal fats constitute an Aus-
tralian product, which is a good wholesome
article of diet. To my mind, it excels mar-
garine made of other edible fats. Most
of us have enjoyed bread and dripping and
that is practically what constitutes cooking
margarine. I cannot support01 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 cannot under-
stand lMr Parker's statement that packages
will be plastered with printing. The inclus-
ion of the words proposed to be struck out
represents an additional protection against
cooking margarine being passed off for
table margarine. I am a bit suspicious
about these attempts to water down the Bill.

Hon. V. HAMEIRSLEY: I am rather
intrigued by the position that has arisen.
Farmers who make the butter are required
to label it "farm butter" before they can
sell their output. Why should not the mar-
garine manufacturers be required to market
their products similarly, so that people would
know what they were buying?

Amendment put and negatived.

Clause put and passed.

Clauses 32 to 38, Title--agreed to.

Bill reported without fmenriment.

Recommittal.

On motion by Hon. W. J. -Mann, Bill re-
committed for the further consideration of
Clauses 6 and 25.

it Committee.

Hion. S. Cornell in the Chair;, the Chief
6eeretary in charge of the .Bill.

Clause 6-Intepretation:

lion. H. S. W. PARKER: I miove an
a men dment-

TIha t in the (lefinlitun of t"cooking alargar-
hie' the words ''andl does not resemble butter
in; colourl li e struc k ou t.

I nm advised that these words were omnitted
from the Victorian Act because if beef fat
is used in the nianufacture of margarine,
the product conitains a slightly yellow colour
which would thus give it a resemblance to
butter. I ani also informed that to leach
out the colour would remove the valuable
properties from the product. We cannot
prohibit the imiportation of cooking, mar-
garine from the Eastern States, and as these
words are not included in other Acts, im-
ported margarine would probably resemble
butter in colour. I would not venture a
legal opinion but I am inclined to think that
if a person were charged with selling mar.
garine with a colour rescaibling butter, and
the product was found to be of Eastern
States manufacture, tihe prosecution would
fail. If the words are left in the measure,
we shall prevent the nanufaetnre of hoc?
margarline in this State.

The CHIEF SECRETARY: I do not
think there is any definition of cooking mar-
p~Rrine in the Victorian Act.

Hoa. H. S. W. Parker: I think so.

The CHIEF SECRETARY: I have not
a copy of the Act, bnt the Bill contains no
-such definition.

Hon. H. S. 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 different types, of margarine that will
Ie affected by this legislation. By having
a very definite interpretation of the terms,
we cannot make any mistakes. Unscrupa-
lair, people will desire to take advantage of
loopholes. The Bill was introduced to pro-
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feet the butter industry as far as possible,
and1 I understand margarine manufacturers
are q1uite agreeable to this provision.

Hon. H. S. WV. Parker: 'No; at least so I
amn instructed.

The CIEF SECRETARY: Oniy two
are at present inaterially affected.

Hfon. H. S. W. Parker: I thought you
were speaking of the other States.

The CHIEF SECRETARY: I am con-
c-erned only with this State. While it is
true that we cannot prevent the importa-
tion of cooking margarine, the parties con-
cerned art, prepared to fall into line with
whatever legislation we pass. We cannot
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. I 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. M1ANN: I move an amend-
ment-

That time following proviso -be added to
paragraph (a) of subelause (1) :-" Provided
that such mnaximium 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
tofl5*1)

Since Thursday I have received two urgent
telephone messages and two letters from
widely separated centres in the South-
West, requesting that an attempt be made
to have included in the Bill the total amount,
of table margarine that may be manufac-
tured each year. The Butter Fat Zone
Council at Bunbury which is representative
of practically 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 increase in the sale
of margarine, in the event of the Minister
being persuaded to agree to such increase.
The other messages I received were equally
urgent and were the result of two gatherings
of butter fat producers at other places.

'This is a vital matter 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 objec-
tion to the amen 'dment, but at the same
time he would prefer to have the Bill as
it stands. I do not know that what has
been said in support of the amendment is
going to make the position any better and
so I hope the clause 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
Protect the industry upon which the State
has spent so much money and upon which
the lives of many people now engaged in
it depend. We should make it a.% dimf.
cult as possible for manufacturers of mar-
garine to increase the quota.

Hon. H. TUCKEY: The Government in-
troduced the Bill with the intention of pro-
tecting the butter industry, and if the
amendment is agreed to, the Minister's
hands will be strengthened. It is difficult
to say what pressure will be brought to
bear to bring about an increase in the pro-
duction of margarine in any one year. I
too have received communications from
those who are very much concerned and
they look upon the clause'as a very im-
])Ortflft part of the Bill, and so they are
anxious that the amendment should be

ag~reed to,

Hon. J, M.f MACFAR LANE: I intend to
support the amendment. To-day I had a.
discussion with a man in the trade who
is familiar with the New South 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 such that if it is desired to
increase the quota, that increase can be
brought about only by an amendment to
the Act. That decision -was arrived at after
a long discussion. The amendment sug-
gtested does not go as far as I would wish,
but it will meet the position.

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

Bill again reported with an amendment.
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MOTION-ECONOMIC PROBLEMS.
Commonwealth Bank andlNational Credit

Debate resumed from the 12th November
on the following motion by Hon. Sir Hal
Colebateb (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 credit through the Com-
monwealth Bank, it is desirable that the Prime
Minister be informed that such resolution has
not the support of the Legislative Counril, and
that in the opinion of this branch of the Par-
liament of Western Auistralia, national credit
in the form of bank issues should be used with
caution and (liscrimination in order that pub-
lie confidence and the economic stability of
the country may be maintained.

THE CHIEF SECRETARY (Hon. W.
H. Kitson-West) [5.10): 1 listened with
interest to the views expressed by Sir Hal
Colebatch on what one might term "the
complex problem of finance," and on the pol-
icy any Government should adopt when
dealing with financial and economic ques-
tions. I do not, however, intend to he
drawn into a long argument as to the rights
and wrongs of any particular financial sys-
temn 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 motion was, in the first
place, to dissociate the Legislative Council
from the instruction given to the Govern-
ment, and, in the second place, to convey
to the Premier the Council's conviction that
the national credit as exp~res-sed by Common-
wealth Bank issues, should he used only with
caution and discrimination. That beingy so,
it is necessary to examine the resolution
adopted by the other place. It says--

''That in view of the apparent deplorable
shortage of money in Australia it is evident
that a maximum effort to bring victory in the
lpresent war, to provide proper funds9 for the
future defence of Australia and to bring the
standard of living approaching decency is im-
possible under the lires;ent monetary system.
This House therefore requests the Government
to forward to the Prime 'Minister of Australia
the following resolution passed by the A.ssembly
last session, demanding that it be given im-
mediate effect to; and that other State Pre-
miers he requested to snpport it:-

ia view of' the deplor-04e state of our
primary industries and the ever increasing
poverty and unemployment in our muidst,
the national credit of the Commonwealth
should be used in the cause of defence,

the primary industries and the general
welfare of the people of Australia, by and
through the Commnwealth Dank without
inflation or any charge.

Now let us read the motion with which
we are dealing-

"That in view of the resolution carried in
the Legislative Assembly on Wednesday, 6th
.November, andl ordered to be trnnsnitted to
the Comimonwealth, Government, regarding the
use of the national credit through the Commnon-
wealth Bank, it is desirable that the Prime
Minigter be informned that such resolution las
nt thi, suphport of the Legislative Council, and

that in the opinion of this branch of the Par-
liamient of Western Australia, national credit
in the form of bank issues should be used
with caution and discrimination in order that
public confidence and the economic stability of
the country may he maintained."

In comnparing 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 this4 House should dissociate it-
self in any way whatsoever. Sir Hal says
that the national credit iii the formi of bank
issues should be used with caution and dis-
erimination. Is there any suggestion in the
motion carried by the Legislative Assembly
that it should lie handled otherwise? I am
sure if members will carefully rend the mo-
tion they cannot 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 he
utilised with caution and d iscrimri nation. He
and all Premiers of the various States, are
well aware that to do otherwise would court
disaster.

Personally, I have always favoured and
advocated the utilising of national credit
within proper limuits and safeguards, and it
is a matter of common knowledge that this
is; being increasingly indulged in. We know,
of course, that since the outbreak of war
(lie has alreadyv been a considerable
expans~ion of credit. In one instance,
Coinniwealth Bank credit was used
d~irectly to provide ain amount of
Z12,0001000 to be utilistsl on Government
expenditure and no public loans were raised
to clear the adi-anee.

A few week, ago, one of the recognised
authorities on Au-tralia made a statemtent
to the effect that the Commonwealth Gov-
ernment bad ov-er the last 18 months or two
years utilised the national credit to the ex-
tent of £E50,000,000. The authority in that
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instance being Professor Giblin, the state-
ment will not, I believe, he queried in this
Chamber. To such an extent, therefore,
advantage is already being taken of national
credit. To what extent that credit is still
capable of expansion is matter for intense
investigation. It is a matter which must tall
for attention in the very near future, and
which all students and authorities acknow-
ledge to be a pressing need iii our social
structure, We must have more regard for
spending elsewhere if the opinions recently
expressed by recognised authorities through-
out the British Empire are to receive due
attention.

The Assembly's resolution does not
state how freely it is intended that nat-
ional credit should be u'~ed. However,
it definitely says that the national credit
should be matnged through the Common-
wealth Bank without inflation or any charge.
I do believe this to be a matter of vital im-
portance, and so much so that we ought
to give effect, as early as it may be possible
to do soI to the platform of the Australian
Labour Party, which provides for nationali-
sation of banking and credit. I can quite
understand how diffiult it would be for Sir
Hal Colebatch to accept this policy, More
particularly having in mind his recent ut-
terances on another subject involving mumi-
cipalisation and nationalisation. This, to my
mind, is one of the most important and most
argent features of Labour Policy, and one
which is receiving increasing attention from
numerous people who, until this war, were
not very much concerned as to the methods
adopted by Australian Governments in rais-
ing the large sums of money which have
been needed in the past. This war, hobw-
ever, makes such huge demands on the re-
sources of the public as to compel the adop-
tion of a method different from that fol-
lowed during the last war. I presume hon.
members are aware that we have spent hun-
dreds of millions of pounds already in ex-
cess of the cost of the last war, and that
we are still owing hundreds of millions of
pounds of principal, and that if the present
war continues for the length of time -which
now seems probable, many people will be
forced to consider other methods, and per-
haps, to agree to the methods which for so
long have been advocated by myself and
other members of the Labour Party.

Hon. G. W. M.%iles: increased taxation is
going to help.

The CHIEF SECRETARY: Naturally
there must be increased taxation. Austra-
lia has been fortunate for years. Though
we had to find tremendous amounts of money
for the last war, we have been very well
treated in regard to taxation as compared
with other countries. All of us now have
to make up our minds that taxation is going
to be much higher and far more severe not
only in the Commonwealth sphere but also
in the State sphere, and perhaps in the
domain of local authorities as well. The
credit resources of the nation rightly belong
to the nation, and should be used to the full-
est possible extent in our national interest,
and in that interest only. Labour policy
in regard to financial reform may be sum-
marised as follows, this being the statement
of it which formed part and parcel of the
Labour platform dJuring the last Common-
wealth elections:-

National control of banking and credit to
ensure its adequacy in putting to work the idle
hands the Commonwealth Government failed to
employ in peace time and in using the ful
physical and man-power resources of the
nation to carry on the war. National control
of interest rates to keep to tbe minimum the
monetary and capital costs of the war and
production and industry generally. 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-
mnent it gave a practical demonstration of
its Progressiveness by creating the Corn-
nionircaith Bank. Unfortunately this at-
tempt at monetary reform was short-lived
owing to the short-sightedness 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 9
The CHIEF SECRETARY: I do not pro-

pose to embark on a long discussion of that
phase. I state it as a definite fact.

Hon. H. Seddon: -.'Bt I would like you to
shiow ius, how.

Hon. J. Cornell: That is a matter of
acadeumic argument.

The CHIEF SECRETA.RY: I was en-
dearouring to avoid academic argument On
this occasion. As I have stated, I do not
agree with a policy of providing additional
credit without limit and without adequate
safeguards, hut I think it is now being
recognised that there are possibilities of
departing considerably from what has been
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regarded as the orthodox method of finance.
If the credit resources of the nation are
nationalised, one would be in the position
of knowing that they would be utilised only
in the interests of the people, and not, ais
I have indicated before, mainly in the in-
terests of private financial institutions
whose miain concerni, of course, is at all
times the interest of their shareholders,
who form oniy a small proportion of the
commnnity. The opinion I am advancing
is not one that will he agreedl to by all
members. Par from it. The princip~les and
details or' monetary poolicyN have Thug- been
the subject of acute controversy, and
there is doubtless room for honest differ-
ence of opinion. However, whatever our
views may be on the merits or demerits
of any particular proposal pot forward in
this regard, the fact cannot be gainsaid
that there is urgent need for reform; and
any action taken along the lines I hare
suggested can, in my opinion, only be for
the good of the comnmunity, at large and
the nation in general.

In the niatter of G1overnmnent control of
finances Australia is behind oven Conserva-
tive Great Britain. Negotiations between
Great Britain and the United States for
the purchase of hundreds of millions of
pounds' worth of raw material have been
conducted direct between the two Govern-
ments, and the Bank of England has been
instructed to 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, inude by a very prominent public
man, indicated that recent- purchases f rom
the United States have 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
hugq requirements, and that therefore it
would be only a matter of a few months
before some other arrangement would have
to be made. It does appear to me that
the whole structure of our financial sys-
town will he overhauled; and out of that
overhauling-, which must necessarily take
place sooner or later, I am. iniclined to think
[here will result agreement in s;ome 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 -

strong-ly and eons'stently in the years gone
by.

In Austr-alia wve have been repeatedly told
that unless we can obtain the approval of
the Commonwealth Banik Board, many
financial proposals which would prove of
great henctit to the peoiple could not he
carried out. Year after year the Loan
Council decides on a policy* , only to be told
by the Commonwealth Bank that linance is
not available. I do not say that in some
instanes the bank ii not right. But if
the institution were managed nationally,
ire would know that it was doing its utmost
for the good of the nation: and the bank
would he free fronm any suspicion that its
decisions, mnight be influenced by lprivate
financial institutions.

Hfon. A. Thomson : Is it not doing- its best
for thc nation ?

The CHIEF SECRETARY: Within the
limits of its constitution, yes. The Com-
mnonwealth 'Bank's policy must be brought
tinder the control of the Government, and
banking and credit must be nationalised,
before wce an make substantial progress.
towards monetary reform. I claim, in
effect, that banking must be under the con-
trol of the Government, that it must be
nationalised before anyv substantial reform
can he effected.

Ron. A. Thomson:- What do you mean by
nationalisation ?

The CHIEF SECRETARY: Bringing the
control of the Commonwealth Bank under
the Government. I ani prepared to say
that the time iq not far distant when there
will be no option, when those who are op-
1)osed to this idea will probably be only too
pleased to accept it as the best of the alter-
natives offerin 'w. The principle of utilising
the credit resources of the nation is accepted
in varying dlegrees by all parties. The new
Commonwealth Treasurer (Mr. Fadden) only
a week or two ago stated that the -war would
be financed by taxation, puiblic borrowing
and the use of bank credit. Sir Hal Cole-
batch used the same terms;. Where the
Labour Party Joins issne with other parties
is that it thinks bank credit issue should be
under the c-ontrol of the nationally-owned
institution, the Commonwealth Bank, and
not of privately-owned and privately-con-
trolled institutions.

23.88
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Hon. A. Thomson: You do not mean to
say that the privately-owned institutions
control the Commonwealth Bank?.

The CHIEF SECRETARIY: No. I would
he foolish to make any such statement; but
I say that uinder the constitution of the
Commonwealth Bank, privately-controlled
financial institutions are getting a benefit
aid to some extent can and do influence the
operations of the Commonwealth Bank.

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

The CHIEF SECRETARY: As I said, if
1 begin an academic discussion we shall be
here all night. I do not propose to do so.

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

lion. J. Cornell: We are all J. M. Keynes's
hiere.

The CHIEF SECRETARY: Unfortun-
ately, I am not. While what I have .stated
is an objective to which I heartily subscribe,
we must deal with the position as it is. I
canl assure the House that a very consider-
ahle step forward has been made in the
uise of national credit, and, with safeguards,
this will be used more and more as the war
continues. Hon. members 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, I
do not advocate that national credit should
be used without necessary safeguards. Those
safeguards can be indicated only by the
peole who are controlling our affairs. I
(In not say for one moment that any sug-
gestion of mine will be worth much. I do
inot pose as a financial expert. I certainly
have had little experience of high finance as
it has been spoken of in this Chamber from
time to time; but I consider we can accept
what hasz occurred elsewhere, particularly in
Great Britain, as an indication of what will
he necessary even in Australiat, more par-
ticularly in the period of reconstruction after
thet war, when perhaps larger sums of money
will be required than have ever been needed
before, not only for absorbing our soldiers
in civil life, but for many other purposes.

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

The CHIEF SECRETARY: I think the
lion, member will find that our party is advo-
cating that those best aible to pay taxation
should be called upon to pay it.

non. G. W. Miles: That is right. Every-
body should contribute.

The CHIEF SECRETARY: I can see we
could have quite a long discussion on that
point.

Hon. J. Cornell: Perhaps the Minister
can relate his remiarks to those made recently
by Mr. Bermn in England.

The CHIEF SECRETARY; One could
refer to many such remarks made in recent
maonths. In my opinion, this motion does
not call for a long discussion; but the mover
has asked that this House should dissociate
itself from the resolution carried 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 Colebatch admits that at the present
time there is a grossly ill-balanced distribu-
tion of money among-st different sections of
the community. lie 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 effect of which obviously is bound to
decrease the value of the currency already in
circulation. Just what does that mean I
look 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 long
been shrouded 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 intricate and so
many dangers are associated with it, that
only those who are actually engaged in the
business can deal with it properly. Dur-
ing recent years, however, large numbers of
people have been payig attention to the
subject, because it is, after all, the most im-
portant subject with which we shall have to
deal, unless the people generally are pre-
pared to continue carrying on indefinitely
under 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
sections, comprising a much smaller number
have been thriving. As I said, I do not
intend to speak at length on this motion. I
can but say that I fail to see how the resohi--
tion passed by another place can have the
construction placed upon it indicated in the
remarks of Sir Hal Colehatch. Throughout
his speech and by the contest of his motion,
he is endeavou ring to lead the 'House to be-
lieve that the intention is excessive use of
bank credit, to an extent involving all the
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disastrous eovsequences of uncontrolled in-
flation. He even suggests that the, proposal
in tile resolution caried byv another place
does not bear the hall-mark of honesty and
straight dealing. I call only reiterate that
there is no evidence of any such intention
and I ask the House not to support the ino-
tion.

HOW. 3. CORNELL (South) J15.401. 1
desire briefly to associate myself with the
motion and to intimate that I shall oppose
it. I sAnl not weary luemnbers with a dis-
sertation 011 banking or national credit. The
subject matter of the resolution carried by
another place which this mnotion asks that
we shall disagree with will he tested within
the next few days in the crucible of the
only, place where it canl be tested, and that

-is the Federal Parliament. Whether or not
thc credit of Australia is to be stretched
further than it is now being stretched in
order to meet the exigencles of war was
largely determlined last October. The two
contending political parties in the Federal
arena-and, after all, the Commonwealth is
the only medlium through which the credit of
Australia can lie stretched-went before the
electors of Australia. One party, led by
Mr. M1enzies, was definite in its advocacy of
the retention of the present order. ,The
other party, led by Mr. Curtin, was equally
definite in its advocacy that the present order
should not continue.

Hon. G. Fraser: They finished fifty-fifty.
Hon. 4. CORNELL: The only political

party that did gain on the hustings was the
party led by -Mr. Curtin. That being so, it
was idle for another lplac to pass the reso-
lution. It is muerely a pious resolution; such
a resolution passed by any State Parlia-
ment could only be con-trued as pious be-
cause the Federal Parliament is the only
authority that can deal with the matter. in
the Federal sphere the position is fifty-fifty,
so far as numerical strength is, concerned.*
There is this to the credit of the Federal
Opposition, howiever, that it increased its
numbers.

Hon. 0. W. M1iles: In Lang's State only.
Hon, J. CORNELL: Never mind about

L[angs State.
Hon. G. Fraser: That is where the major-

ity of the people are.
Ron. J. CORNELL: We are a Common-

wealth, and on this matter the Common-
wealth speaks, not the States. Although

New South Wales wvas the only State to
increase the membership of the Federal Op-
position " the fact remains tbat that State is
not strong enough either to form a Govern-
nient or to oust tbe existing Government.
The whole of Australia must decide this
question. I am not a Jeremiah.

Hon. 0. W. Mfiles: We are pleased to
hlear that.

]{lon. J. CORNELL: 'Members may recall
that during tile first month of the war I
s aid that the oldl order had to be set aside,,
that we would be acting only the part of
jesters or fools were we to think that the
greatest war in history could proceed while
we continued under the old order, Our
first obligation was and our last obligation
will lie to support the mien who are bearing
the brunt of this struggle by risking their
lives in the war. They will decide whether
or lnt sofiCe of the old shibboleths to which
we hare been wedded down the years will
remain. We are talking in a monetary
sense as if we were not only going to
emnergec from tile war victorious, but als.o
were going to retain the old order. I ant
suire that we must come out on top. If we
do not, we need not worry about the future
mniletary position because that wili be ar-
ranged for us. I do not profess to be a
Keynes or any other economist, but to my
way of thinking what we must endeavour to
do is to maintain public confidence. This is
the only thing that mnatters 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 BritisAh Empire, the confidence that first
of all w-e are going to emerge triumphant
from the struggle. To do that we will use
alT our resources; to remain free men and
womien, we will dlestroy all our old shibbo-
leths.

Hon. G. W. M1iles: And yet in Canberra&
an attempt is being made to-day to prevent
the Government from getting the taxation
it needs.

Hon. J1. CORNELL: That might be de-
scribed as one of the adornments of our
system of democracy. We cannot have a
democracy without baring varying ideas
anld conflicting, opinions; we cannot have a
democracy that is not articulate. Certainly
there is a way of stifling unwanted criticism
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and that is the way dictators adopt. The
atter referred to by Mr. Miles is part of

the price we pa3' for our system of demo-
cracy. That, however, is beside the question
I was discussing.

A day or two 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 the great mass
of the people iii the OIl Country, probably
stands even higher. Anyone who read what
Mr. Bevin said miust have been impressed.
Mr. Bermn had a very lowly origin, but at
the request of the Prime M Ninister of Great
Britain and in the hour of greatest trial,
he was called in, without his even being a
member of the House of Commons at the
time, to undertake the important adminis-
tration of the M1inistry of Labour. He was
miade a member of the War Cabinet. What
lie 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 shibboleths.' t

Hon. G. W. "Miles: Nor by issuing credit,
either.

Hon. J. COENFLhJ. It is going to be ac-
complished by working in the direction, as
hie said, of social security, and not for pro-
fit. One thing that lpaved the way for our
unpreparednes 'was the tendency to work
for profit rather than for national security
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 uts belong
to the strata in receipt of pay of less than
£C400 a year. This heing so, it is of no
use our endeavouring to bolster up somne-
thing that will not bear hols-tering-. After
all, the motioni favours the Continuance of
the old order, and I cannot support that.
I will oppose the motion. I think it re-
grettable that the issue should have been
raised in eithier, House of Parliament.
There is no chance whatever of the motion
having any effect. Any memiber who goes
to Canberra will soon discover that he be-
longs. to a very small community as com-
pared with the members there 'who wear
-very big halos. Often the halos will not
fit the heads. Perhaps Federal members
are not better informied than are State
members;, but they, occupy the box seat,
and to appeal to them is futile. We should
adopt all possible ineans to preserv-e the

confideuce of the people. however th,
Commonwealth Parliament may be coasti
tilted at present or later on, it is oti
bounden ditty to support whatever pakrt:
may be in power until another appeal
made to the peolple.

Hon. A. Thomson: It is a pity the peopi'
did not do that at the recent elections.

Hon. J. CORNELL: To reiterate what
have beeu saying, -con lidenee is all that mat
ters-onidene in our ability to defea
the foe, confidence in the elasticity ot ou:
banking system, however much it may b,
stretched, and confidence inl the williugnes
of the great miasses who comprise the tax
payers of this country to meet the oblige
tions; of the 'var. It is all worth while, but
without it that brave new world we expee
to see will not be realised, and we sbMl
have to put upl with one dictated by th
other fellow. I oppose the motion.

HON. G. W. MILES (North) (5.56J:
supoport the motion. As my interjection in
(heated, to-day when the Conumoawealti
Government i.4 endeavouring to finance thi
countryv and avoid this issue of nationa
credit, about which we hear so mnuch, thi
Opposition, according to Press reports, ib
go ing to challenge the Government on it.,
Budget. The duty of ev-ery section of th4
conmunitv is to contribute to the cost ol
the war and, as- the Miinister indicated, thos(
people on thie higher g-rades of incomE
sblould pny musit. But everybody shouk
eontributc something. Economy should bN
efteeted all1 round-by the individual and b3%
Governments as well. Individuals cant hel
by econoinisiug and lending their money to
the Government. Whether the party in powei
he -National or Labour, the duty of thc
people is to get hehind the Governrment iii
this time of stress and give all possible sup-
port. In, England that is being done. -Men
are working as long as 84 hours a week, and
the office staffs are being trained to relieve
them over' the week-enid.

In contrast to this, what do we find hap-
penitug in Australia? What is the voice of
Labour doing to stop the strikes that are
occurring in AustraliaI With the exception
of Mr. Beasley, not one of the Labour mern-
hers has come into the open to urge the mnen
to return to work and obey the laws of the
land. These things arc halpening in Aus-
tralia to-day, and I must say that with

210



[COUNCIL.]

them, as with the speech of the -Minister, I
entirely disagree. All that the Minister did
was to put tip the monetary policy of the
Labour Party. The policy of England and
Australia should be that every man will save
everything possible and contribute it, even
if he receives no interest on his money, so
that the war might be successfully financed.
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 other affairs, of the country might he
financed.

If exponents of extended national credit
have their way, where will it end? It wvill
end as it did in Germany after the 1914-18
wvar. 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. Mfoney was borrowed to finance
the -var, 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, hut we find the Opposition
in the Federal Parliament objeeting to the
Budget proposals. I wish to 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 then Government, and the re-
port continued-

After a tribute to the spirit of tile nation
in the face of the Germanl attack, hie said
tljere was another and vital front-the financial
front. Victory would be in jeopardy if this
front cracked and broke.

'Money for the war iSL indeed one of thle great
and. powerful weapons by which we shall attain
peac(e with victory and honouir. There is of
course, another eatsy, tempting hut disastrous
course-as recommended by the Labour Party
of Australia.

I am putting in the last few words myself.
Sir Kingsley Wood continue--

We could neglect to find the mouey for the
wvar out of taxation and Savings-

That is -%vhat the people wvho arc op)posing
taxation today want to do.
-ignore economic facts and live for a time in
the fool's paradise of inflation. It would be a
short life and not a gay one. Ani easy course
at first sight--create money and credit and
all the money that is needed wvill come. "You

pay people-work are, soldiers, contractors anff
the rest wvith money which rapidly deteriorates
in value even as they- hold it in their hands.
It is something in the nature of progressive
and cumulative cheating. It is a course we must
strictly avoid and fight with might and mailn.

The Sterner Path.
"Thoe path we mnust take is not an easy one,

but it is sure and safe. It means that con-
stimpition by all of us miust be strictly reduced.
It mneans heavy taxation. It means steady and
continuous saving and lcndiag to the State to
the utmost by nil. With everything at stake
it is surely no time for argumient or weighing
iii fine halajire the attractiveness of this issuo
or investment or that. fluty 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 whichl can he spared to win
die war.''

We know what 'Mr. Bermn said about the
workers at the time; now we have the state-
ment of Sit K.ingsley Wood, chancellor of
the Exchequer, as published in the "West
Australian" on the 19th November last. That
is the policy Australia must adopt. In -what
kind of position would Australia find itself
to-day bad MrI. Lang, of New South Wales
fame, become Prime Minister? The Comn-
nmonwealth would have been bankrupt. It
is all very wvell for people to talk about the
finiancial institutiowz. Tlley do not govern
the policy of the Commonwealth Bank.
Those who are manning that hank consult
with the other banks because of their know-
ledge of finance. As Sir Kingsley WoodI
said, thle only -war' in which we can go ahead
and by whih we can win the war is for
everyone to put forth of the very best, to save
and econoinise in every way, and to hand
their savings over to the Government. In
that wany wre shall assist in the war effort,
but not by a9dopting the easy credit system
about which we, hear so much. We must
pay our taxes willingly and support the
(boveranent that brings them clown. Every
setion of the community should pay accord-
ing to its means. I support the motion.

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

That in lines 7 to 10 the following words be
strulk out, ''such resolution has not the sup-
port of the'Legislative Council and that in the
olpinion of this bra-,nch of the Parliament of
Wostern Australia.''

The motion as it -wonuld then read should, I
think, he 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 mo-
tion moved by Sir Hal Colebatch remains
intact. I 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 cannot reconcile the principles of the mo-
tion with the statement that they should be
carried out without inflation.

Hon. H. Seddon: And without charge.

lon. G. B. WOOD; I have looked up
the meaning of the word "inflation." It
means "to raise the value or real value above
sound commercial principles." Apparently
Sir Hal Colebatch objects to that. His views
are most conflicting. He wishes to disso-
ciate himself from something which states
that wve shall not have inflation, namely,
something to raise the value or real value
above sound commercial principles. 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 I 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 care whether
the banks do it, beyond their legal limits, as
they have done. I intend to quote authori-
ties to show that they have dune this. im-
mediately the question of national credit
comes up, all sorts of arguments are brought
out. Both Sir Hal Colebatch and 'Mr. Miles
side-stepped the motion. They raised all
kinds of bogys and Aunt Sallies, which
have nothing to do with the resolution car-
ried in another place, and then proceeded
to knock them down. Sir Hal Colebatch
referred to recent experiments in Germany
by the issue of bank credits. Currency in
that country lost its value. The resolution
carried in another place does not suggest
anything of that sort. It definitely states
that these things should be done without
inflation.

Hon. H. Seddon: And without charge.

Hon. G. B. WOOD: Yes, that is most
important. I will have something to say
about that, and about private banks which
have been doing these things without charge,
and exploiting inflation throughout the years.
Sir Hal Colebatch spoke about excessive
credits, and said that the excessive use of
credit had finally reduced Hitler to the posi-
tion in which he had to choose between bank-
ruptcy 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 wvhich
have been published by them. I have never
seen anything to indicate that those people
advocate excessive inflation or the excessive
use of national credit. 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 axe to grind. We see advo-
cates of social credit, 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 advocate any particular method of fian-
cial reform. Sir Hal Colebatch said that
the controlled use of national credit had
reduced the English pound to half its value.
I do not think he can prove that statement.'
A tremendous amount of credit is being used
in England to-day. To prevent an undue
ise 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 increases can-
not altogether he prevented. The Chief See-
retaiy said that Australia had not gone as
far as England. I agree with him on that
point. Seeing that the Imperial Govern-
mnent has to give out £1,000,000 every wveek
to keep dowvn prices, one gets some idea
of the extent to which credit is being used
in England to-day. Sir Hal Colebatch also
referred to an economic conference held
in New Zealand, and stated that that con-
ference had unanimously advised the Gor-
ermnent 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 been suggested by anyone
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here. NO Otte has suggested that Australia Holt. G. B. WOOD: I was speaking about,
shlould go as far as New Zealand has gone.
The Government of that Dominion already
realises it cannot go any further. The two
cases are not comparable. Anuyone who
has visited New Zealand will say that the
monetary position there is nothing like
what it is in Australia. I also take ex-
ception to the statement by Sir Hal Cole-
hatch that there is an element of dis-
honesty, as wvell as of confiscation, in the
creation of money, . No such thing is asso-
ciated with the resolution passed in another

place. In that chamber, 28 members voted
for the resolution and eight opposed it.
Apparently there is anr element of dis-
honesty because it is suggested that Gov-
ernments do these things and not neces-
sarily private hatnks. That does not say
much for the stock baniks of England. f
what Sir Hal Colebatel' says is true, it is
honourable onl their part to issue credits,
but because it is a question of national
credit made available through the Commnon-
wvealth Bank, it is dishonest. Later on I
will refer to what has been done in Eng-
land in the matter of using credit. In the
course of his reply, I hope Sir Hal Cole-
batch w~ill indicate in what manner the
private banks have not been 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.

Honl. G. W. Miles: That is what some
lpeop~le 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
(10 not propose to lie drawn into party poli-
tical arguments as to what is going- onl
in the other States. We shall have plenty
(if that later on. I do not intend to hep
drawn into talking about what the Labour
Party has done.

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

Hon. 0. B. WOOD: I do not hold with
lie Chief Secretary- when he talks about

the nationalisation of banking. That and
the uise of national credit are two different
things.

S5itting sutspended from 6.15 to 7.30 P.m.

national eredit versus bank-created credit.
Many~ people tare the idea that private
hatnks do not create credit and are not re-
sponsible for inflation. I do not agree with
that view. ]In my opinion, they definitely
do create credit and are responsible for in-
flation. To me it seems strange that when
cm,nt talks about national credit, people seem
to be oppjosed to the idea; yet they do not
uonrd private baniks creating all the credit
they- , and they only, desire. In the Eneyclo-
pacilia Britannicai, under the heading of
banking and credit, the followving appears:-

Banks c-reate credit. It is a mistake to
suppose tha1t tack c-rerlit is created to any ira-
piortant extent by thne patyttent of money into
tile batiks. A loan mnade b 'y a bank is a clear
addition to the amount of money in the banks.

If that does riot mean creating credit, I do
not know what does. It is generally ac-
cepted that only about 10 ler cenit. of the
money held by' baniks is real money, while
the rest is created by means of the cheque
system. I do riot think there will lie much
argument on that point. Most authorities
on this question will bear out that statement.
Why should the banks have power to do
that with regard to money backed up by
securities!?

Hon. H. Seddont: What (10 you mean br
"mnoney"?

Hon. G. B1. WOOD: Gold], notes and
liquid securities. The rest is raiscd by the
cheque system.

Honl. H. Seddon: You do not call that
money,

Honl. G. B. WOOD: That is raised on
credit by the chieque system. Inl those cir-
curnstances, why should the Commonwealth
Government have to go to the banks and

1ierhs1,s par 51. per cent. interest to-
,(-care funrds, wheni the Government itself
could pr-ovide for its own financial require-
ients through the CommniuwealIth Batik?

Thre batiks create thin nioney onl the
secitrity of tile indlividutal, or col lect-
ivel. onl tte security of the nation. As Mr.
Cornell said, they raise it onl tire confidence
of tite nct ion. Why should niot the Coin-
mionwiealtl Gov-erinent secure the necessaryv
fun&d direct fronm the Commotiweatlth Bank?
I do niot be-lieve that the wvhole of our war
effort could be financed debt-fret. In my
opinion, it would have to be (lone by all
the method, and by all the resources at our
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disposal. It will bare to be met by taxa-
tion, lonsn avid by national credit as against
bank credit. That is my argument-nat-
ional credit versus private bauk-created
credit. I do not say the task could be ear-
ied out entirely without charge, anid I

Supplose tile Commonwecalth Batik would
have to charge 1 per cent, or 'A2 per cent,,
but it can all be (lone ofl the basis of nat-
ional security. I certainly think the Comn-
monwealth Banik could undertake the duty.

I (10 not wish to dissociate myself from
the moition agreed to in another place, and
certainly that p)rop~osition suggests that
part of the war effort should be met on the
basis of our national credit-without any in-
1flation. The Assembly's resolution embodies
nothing drastic. People are ehang-iug their
opinions as time goes on. I remember
when, ten years ago at Northam,
Sir Hal Colebiatch participated in a de-
bate with Mr. Curtin. The main issue
discussed was the proposed £18,000,000
fiduciary issue for which '.%r. Theodore had
been responsible. At that time I favoured
the Views of Sir Hal Colebatch in opposi-
tion to the fiduciary issue. I did all. I could
to secure a vote 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.
Curtin in support 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 Comnfwealth and,
I think, £40,000,000 was mentioned as the
amuount of the issue to date. In South Auis-
tralia and Tasmania motions have been
agreed to similar to that passed by the Leg-
islative Assembly. That tends to show that
public opinion is leaning towards national
credit, provided the action taken is with due
(aution. That safeguard is mentioned in
both the motion and in my amendment to it.
I do not understand why there should he
so much outcry against the suggestion that
this financial procedure should he 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 on this ques-
tion, and I shall quote fairly extensively
from one written by the Right Hon. Thomas
Johnston, P.C., an ex-Lord Privy Seal.

Hie is anl authority, and in dealing
with the subject, does not stress one
particular method only. He traverses the
whole ramifications of the financial system,
be they good or bad, from before the corn-
nuenement of the 1914-18 wvar. Mention
has been made of the financing of that wvay,
anid I shall indicate what a terrible ramp
was practised by the banks. How any one
could be prepared to allow that p~rocedure
to be repeated without making some attempt
to alter the position, is Very hard for ine
to understand. To quote from Johnston's
"The Financiers and the Nation," that
authority says-

W'hen the whistle blew for the start of the
Urteat War in Aukgust, 1914, the flank of
England possessed only £9,000,000 sterling of
a gold reserve and, as the Bank of England
was the bainker's hank, this sun, constituted
the effective reserve of all the other banking
institutions in Great Britain.

The bank managers at the outbreak of wvar
were seriously afraid that the depositing public,
in a panic, would demand the return of their
money. And, ilnsuehi as the deposits and
savings left in the hands of the bankers by the
depositing public hall very largely been sunk
by the bankers in enterprises wvhich., at the best,
,ould not repay the borrowed capital quickly,
and wIc Inel several and large-scale instances
were likely to be submerged altogether in the*
stress of war and in the collapse of great
areas of international trade, it followed that
if there were a wvidcspread panicky ran upon.
the banks, the banks would he 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
fleorge at the time was Chancellor of the Ex-
chequer) hurriedly declared] a moratorium, that
is, it autborised the banks not to pay out
(which in any event thne banks could not do)
and it extended the August Bank Holiday for
another three days. During these three or four
days when the banks and stock exchanges were
closed, the bankers held anxious negotiation
with the C7hancellor of the Exchequer. And
one of then, has placed upon record the fact
that. "Ike ('Mr. George) did everything that we
askked him to do.'' When the banks re-opened,
the public discovered that, instead of getting
their money back in gold, they were paid in
new legal tender of Treasury notes (the £1l
notes in black and the 10s. notes in red coldours).
This new currency had been, issued by the State,
was backed by the credit of the State, and
w-as issued to the banks to prevent the banks
from, titter collapse. The public cheerfully
accepted the new notes ,ad nobody talked about
inflation.

Not since 1697 had the State itself issued
paper mnoney. In that year, 1697, notes in the
denvomination of £5 were issued direct to the
public without the intervention of the finaince
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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 a colossal scale; 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
banking houses of Britain would have been
compelled to default to their creditors in a
week's time. Dr. Walter Leaf, late Chairman
of the Westininistcr hank and an e-President
of the Institute of -Bankers, has enlighitened
ui- as to the real effect of Treasury notes under
the Currency and Bank Notes Act of August
6th, 1914.

''The amount an(] manner of the issue,"
lie declares, '"was left to the absolute discretion
of the Treasury. This was essentially a war
loan, free of iterest, for an ulimited period,
and, -os such, was a highly profitable expedient
from the ploint of view of the Government"

That is the answer to 11r, Seddon's inter-
jection regarding debt-firee money. This
step has been taken before, and it can be
taken again.

Hon. H. Seddon: What was the effect?
Hon. G. B. WOOD: T will deal with that

lnter on. To continue reading from the
book-

R1e 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; but there was no pro-
vision whatever in the Currency and Bank Notes
Act of 1914 for any gold backing, and, in
ainy event, the amount of gold coin reserved
for pretended security against 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 1L914 was
therefore, in effect, a war loan free of interest.

The point I want to stress is that in Eng-
land, the State bad to conmc to the rescue
of tbe banks at that stage. I shall proceed
to show the House how grateful the banks
were later on. No one objected when the
Government went to the rescue of the banks
by providing those million;, hut later on
the banks went to the Government and said,
"Don't do iL any more; we don't want any
mare debt-free money; we %irili do it at 4
11Cr cent. interest." After having been saved
by the nation, the private banks said that
the procedure adopted ifas dangerous and
they offered to do withAout that assistance. I
will quote my authority for that state-
inent:

To return, however, to the early war period,
ro seonr had Mr. Lloyd George got the
bankers out of their difficulties in the autumn
of 1914 by the issue of the Treasury money,

than they were round again at the Treasury
door explaining forcibly that the State must,
upon 210 account, issue any more money on
this, interest-free basis .-

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

Hon. IL. Seddon. Are you sure there was
no other reason?

Hon. G- B. WOOD: To continue-
.. if the war was to be run, it must be run

with borrowed money, money upon which in-
terest must be paid, and they were the gentle-
mnen who w-ouid see to the proper financing of
a good, juicy war loan at 3% per cnt. interest,
and to that last proposition the Treasury yielded.
Tme war was not to he won with interest-free
money, and/or/with conscription of wealth;
though it was to be fought with conscription
of lif e. Many Small1 businesses were to be
closed and their pr-oprietors sent overseas as
rednndant, and without ny compensation for
their losses, while Finance, ais we shall see, was
to he heavily and progressively remunerated.

As each ivar loan became exhausted the
lenders upon the first lower interest 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 starring the social
.services in a vain attempt to meet time charges
incurred in the Great War loan ramps.

I have referred to the burden we areeny
ing. The British national debt in 1914
was £650,000,000. In 1938 it was
£8,026,000,000. That is to say, there was
ain increase of 1,200 per cent in 24 years.
That is what the private banks dlid, after
being saved by the nation and being given
an "open go" by way of an interest-free
loan. Those are indisputable facts. Surely
the Commonwealth Government should
explore the situation to see what can he
done' Reference has been made to the
dishonesty of the resolution passed in an-
other place. What about the d~ishonesty
of the private, banks during the period to
which T have referred? I n Australia the
national debt in 1900 was £197,OOO1,OOG.
To-day it is nearly £1,400,000,000.

Hon. H. Seddon: M.%ore than that.

lion. G. B. WOOD: It is round about
£E1,400,000,000. It has been estimated that in
70 years' time every family in Australia will
be paying over £1 3,500 a year in interest.

Hon. H. S. 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. Memlbers canl laugh if
they like, but they can work it out for them-
selves.

Hon. A. Thomson: Did you say in 70
years' ti me?

Hen. G. B. WOOD: Yes.
Hon. A. Thomson: That will not worry

us much.
Hon. G. B. WOOD: I know it will not.

1 tun asking what sort of a system is that
for which some people stand? Surely it
is wrong. Where is it leading us? What
will be the outcome of allowing the private
banks to get away with this kind of thing?
1 propose to quote a little more from the
hook I have been reading-. The writer
states-

The report of the Cunliffe Committee (10M)
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 autliors 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 being blown into
buindles of bloody rags, our banking fraterni-
ties continued to create for themselves a great
volume of new credit and to lend that credit
to us at interest, and indeed at progressively
increased interest, no reference to the fact that
by this manufacture of bankers' credit some
portion, variously estimated in amount, of what
now stands ais the public debt, was simply
fabricated for private ends and was not a
bon a Oide 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
tile opinion of people who know more about
the subject than I do.

Hon. A. Thomson: I would not like to
th-ink it was your -opinion.

Hon. 0. B. WOOD: If the lion. member
proposes to quarrel with the opinion of
people like those he is a very brave per-
son. I do not intend to disagree with it.
:We know these things are true. The exist-
-euce of a huge national debt bears out
the truth of the assertions miade. 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 Rank an oppor-

tunity 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 hank cannot.

Hon, H1. S. W. Parker: Is it not doing
so?

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

And once again the Bank of England issued
notes-this time to the extent of £2,000,000-
in excess of its legal limits, in an endeavour to
boost trade and stem the financial panic.

I will read one more passage.
Hon. E. M. ]Heen an : Did not you promise

to put that book away?
Hon. G. B. WOOD: NYo.- I do not

usually take up niuch of the time
of the House and I amn prepared
to read as much of tis book as
I like until I am told to stop. Everybody
will remember that in 1912 the late Mr.
Neville Chamberlain establiished municipal
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 sucessful of its kind in the -world.
So great was the opposition, however; {hat
the extension of the systemii was not per-
mitted except in a very smnall way. I do
not blame the. banks for doing what they
do, bitt I am just trying to prove what a
sorry circumstance it is that these, people
should be able to create as much credit
as they please and that in spite of it, there
is an opinion that the Goverament 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 further passage from this book as
follows:-

No section of us perhaps can afford to be
over dogmatic with our remedies and solutions
for the next money crisis when it blows up.
At best we may but resolve to profit by ex-
perience, and to adjust our finance to collective
control step by step as we collectivize control
of our industry. But already it is clear that the
creation of our new money tokens canl no longer
with safety he left as a private company pre.
serve; that in citizen finance we can no longer
afford Hatryism; and that a widespread de-
velopment in municipal banking is a very
urgent necessity. Also it is clear that no demo-
cratic Government cnn function freely if its
projects are to be at the mercy of its political
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enemies in the city. And as an essential pre-
limainary to any change towards democracy iii
finance, we must first shatter thme delusion
that the oracles of the present financial dis-
pensation are to be oteyved with awe and
r everence.
That is what a lot of people are doing to-
day. Because the private banks have been
getting away with this for so long, people
say, ''You must not touch them; that is
inilation'' and goodness knows what! The
writer adds-

The advice they have tendered successive
Goverments iii the reeent past has been proved
to he wildly, and ludicrously wrong. They were
wrong about reparations from Germany and
their effects. They were wrong when they ad-
mcsd Mr. Churchill about the gold standard,
and wrong when they pledged in 1931 that the
ie-suspemnsioil of that standard would knock the
bottom 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 Covernment's greatest
c-reative opportunity.

I-on. 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 he said many other
pertinent things. I suggest that what is
proposed in the resolution passed by the
Assembly can be done. We can 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 uinder some proper con-
trol. I have already shown that the Bank
of England exceeded its legal limit by
£2,000,000 and that other banks exceeded
the limit by £C2,000,000,000 with nobody to
stop them. I do not see why it is wron
or improper to say that the Conimonwealth
Bank should do the same without inflation
and tnder proper control. I move the
amendment standing in my name.

HON. SIR HAL COLEBATCH (Metro-
politan --on amendment) [7.56]: I had
hoped that one reply would be adequate
because 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 neessary' for me
to rise when the question was put.* To my
mind the amendment is entirely specious-
It is a pretence that this motion is prnteti-
cally on all fours with the resolution the

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-
hate 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 issue of credit to the smallest
p~ossible amount. That is the grcat issue be-
fore the country at the present time and that
is the issue which is dividing the two politi-
cal parties. The resolution which the Gov-
ernment has been asked to convey to the
Prime Mlinister supports the one alterna-
tive, namely, the financing of the wvar
chiefly by the issuing of hank credit. The
motion before this House contemplates
the other method, the financing of the war
by taxation, by the raising of loans, by
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 has been suggested that this
matter should not have been raised in the
State Parliament. I am not concerned with
that. Had it not been raised in another
place I should not have raised it here. I
am in some doubt as to whether it is proper
for the Government to .iccept an instruc-
tion from one branch of the Legislature and
to ignore the other. I consider that if the
resolution were to he despatched by the
Government to the Federal authorities, it
should first be submitted to this Chamuber
for our comment, for our approval or dis-
approval as the ease might be. The
motion having been carried, and in-
structions having been given to the
Government, I consider myself in duty
bound to dissociate myself from it,
and that hon. members of this Chamber
should also have the opportunity to do so.
Mfr. 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 fiduciary credit, and I am
pleased to think that I played some part
in preventing a departure. which I am sure
would have been disastrous to the country
at that time.

Hon. G. Eraser: They did it.

Bon. Sir HAL. COLEBATCH: No. The
one thing necessary is to maintain confi-
dence. I entirely agree with that, hut I
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am. quite certain that there is no other
method by which confidence can be so
quickly destroyed than by financing a wear
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 money in Aus-
tralia, etc. . . " That is a false statement.
There is no shortage of money in Australia
ait the present time. I aw quite prepared
to admnit there is a frightfuli maldistribution
of money and no one has better reason for
knowing that than the real producers of
wealth of this country n-ho 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 carry on
the war, but no shortage of money. At the
present time, particularly in the cities, there
are signs of extravagance aiid luxury in all
directions. There is practically no indica,-
tion of economy. Hfere in this comparatively
small city of Perth the starting-price book-
makers roll up every Monday morn-
ing Iland pay out their £600 in
fines without a quiver. What does it
matter to them? Their profits are
suich that they can easily stand it. Why?
Because there is such a big surplna spending
power. We know, too, that imports coin-
tinue on a scale which should not be main-
tained in time of war, a scale which siag;
gests excess spend ing power, and which tells
me that we are encroaching upon foreign
exchange with considerable disadvantage to
the country. We know that the prices of
goods are going up and that wages are going
up, a very certain sign-this disturbed
equiibrium between money and goods-of
inflation.

The purpose of the resolution carried in
another place is quite clear. It is to avoid
taxation and to provide an increase 11L
wages, not merely to maintain but to elevate
the presient standard of living in Australia.
It must be obvious at a time like the present,
when the great bulk of our labour is devoted
entirely to unproductive purposes, that it is
utterly ridiculous to talk about improving
the standard of living. The standard
of living depends firstly upon the pro-
duction of wealth and, secondly, on
the equitable distribution of it. It 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

in entirely unproductive effort, that we can
expect that even the present standards

an be maintained as far as large sece-
tions of the community arc concerned. M~r.
Miles. quoted the remarks of Sir Kingsley
Wood, Chancellor of the Exchequer. I en-
tirely approve of what he said. Let us come
nearer home, An Economic Stahilisotion
Committei- was recently app~ointed in New
Zealand. It consisted of 15 members, a
chairman eind 14 lay mnembers. Of the 14,
seven were direct relpresentatives of the
workers, fou r representing the New Zealand
Federation of Labour, the 'New Zealand Shop
Assistants' Federation, the New Zealand
Clerical Worker.,; Federation, and the New
Zealand Engineers' and Related Trades
Union. Amongst the seven who were rep-
resentatives of the employers were four pri-
riary producers. Thle conference sitting in
a State where there has been quite a lot
of the issuing of credit cause to the unani-
mous decision to urge the Government to
stop that method of financing the war. Let
me read two paragraphs from the report of
the conference.

in a war situation there is always a danger
of inflation of the currencyI being resorted to
:1s anl easy miethodi of meeting, or partly mneet-
ing the inicreased financial commitments made
iiecesiary by the war. The evidence before the
Comimittee indicates; that there is a tendency
for the purchansing power' to exceed the value of
thev goods available for consumption, and such
a position reveals an inflationary tendency.

They realised that they had already got into
trouble.

('urrenery inflation is the most cruel and the
least scientific met hod of making a levy on the
1peoiple. It pr'esses most heavily on the poorer
members of the cuonmunity, especially those
who haqve large families to maintain and those
,-n smarll wages or fixed incomes. Indeed, every
wige and salary earnier finlds that the cost of
living keeps aloul (if lia wages and thus his
t:,odard of living is reduced. In short if

theCSe dliticulties cannot he overcome, the poorer
lleol[IC iii the Conununity w~ill suiffer most by
t-.hnitagr of goods andi increased prics. Thie
most effective method of overcoming these flifi

*ult~es i'i to secure increased production.

I shall read one of the recommendations of
the committee because it covers the entire
issue we are considering, now-

To the utmost of our ability' nd as far as it
is possile to d1o so, without crippling the pro-
duetive resource,; of thc Dominion, we should
pay for tie war as we go, firstly by taxation,
andl secondly, by borrowing the savings of the
people in ;New Zealand. The committee is
unanimous, however, that even for war purposes
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borrowing overseas should be reduced to the
lowest possible level in fairness to our British
countrymen who are already bearing war bur-
dens much greater than our own. But while
labour and materials are available, it would
be unwise to refrain front using them in further-
ance of our war effort, even if they can only
hie utiliszed 6y financing with muoney borrowed
overseas,

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

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

en.. Sir HAL COLEBATC1I: Mr.
Wood quoted the opinion of the Right Hon.
Thomas Johnstoni a one-time Chancellor of
the Exchequer in a Labour Government in
England. I understand that at the present
time there is a great effort on the part of
the Labour Party in thle Commonwealth and
in the States to secure the political support
of the country community; but it seems to
me almost a work of supererogation when
a 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-
tic -MacDonald Government of England. The
hon. member quoted those opinions at great
length as though he were. quoting from a
financial 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 M.NacDonald Government or to attach
nmac-h value to the opinions of its members.

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

Hon. Sir HAL COLEBAT OH: 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 withi production,
distribution and exchange. T 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 dilfficulty. The Gov-
ernment requires £15,000,000 to h3e spent over
three monthis-which is9 about the current scale
of Anstrnlin 's war expenditnre.

What happens? The Government's account
at tile Common wealth Bank is credited with
the amount and the Government operates on it
in the usual way by cheque.

There is no interest charge-though a nom-
inal amount of 5s. per cent, mnight be paid
for the cost of bank administration.

Antil there is no repayment of the principal.
Why should there be? The money was cre-
ated hy no mtore effort than was required to
write the credit figures in the bank's ledger.
As no addition to the public debt was in-
volved, )ao interest is required, and no added
taxation is necessary.

That is priceless and if it can be done for
such purposes, it cait be done for all pur-
poses. What a bed of roses our own Gov-
ernment would be onl if all it had to do was
to say to the bank: 'Give uis credit for
£15,000,000" and as soon as the money was
spent there would be no need for interest,
repayment or anything! I am quite aware
that amongst the farming communities there
are many people who think that the issue
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 farmning community to reflect onl this
fact, that not onlyv in this State, hut iii thle
Commonwealth and in every country of the
world the impoverishment of the farmer has
synchronised with the depreciation of the
currency. When I submitted the motion

onj this question I think I quoted the
experience of Germany where the com-
plete destruction of the Currency en-
abled the farmer to pay all his dehts and
get rid of his mortgages. Within a eou ple
of years, however, his stage -was worn-e
than the first; all his comtmodities ;vent up
in price. The very aet of currency depre-
ciation was one of the chief causes
of the strangulation of international trade
on which the well being of thle pro-
ducer depends. The result was that in
the course of five years the number of men
on the land in Germany decreased by no
less than 800,0ao. That has not been a
solitary experience; it has been the experi-
ence everywhere, showing that the natural
consequence of paper credit is the impover-
ishiment of the producer of -real wealth. If
you are going to pretend that you can create
credit, wvell 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 he
done without inflation. I do not think that

2200



[26 NOVEMBER, 1940.1 2201

ever in any country has it been admitted
that the currency was to be inflated. It is
never admitted. People say, "If you issue
a bank credit, it won't be inflation," like the
genius wvho 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 currency is
inflated to such an extent that its parches-
ing power is now half what it was before
inflation started. How can it he pre-
tended that you call go on doing that sort of
thing without causing inflation? Again, I
ask, if this issuing of hanik credit is going
to help the farmer, why is it that his posi-
tion has gradually deteriorated in this coun-
try ever since this practice of issuing syn-
thetic money commenced? I would like
members representing the primary producers
to put that question to themselves. I think
that this nroisure of bank credit, which we
have had ever since the start of the last
war as a matter of fact, has not helped
the farmer. If it synchrouised with his
destruction, how do they expect that more
of it is going to do him any god? 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,
bv Governments which were iii diffiulties,
for centuries past. In England many,
many years ago0, under an absolute Mon-
arch, it was the practice to debase the cur-
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 canls-
ing tremendous indignration among- the
people. It wits regarded then as a fraud,
as robbing the people.

I am not surprised that those who
favour the naitinlisation of banking
should favouir the resolution, but I do not
approve of the nationalisation of banking,
palrticularly if it is accompanied by a
demand that the Government, having ta~ken
complete control of the hank, should start

*issuing credit, because that can have no
other effect than to destroy the savings of
-tie people' It has had no other effect in
amy country, and will have no other effect
here. It is worth while calling to mind that
So per cent, of the Australian people have
money in savings banks, and that quite a
million Australians have insurance policies.
Now, you cannot issue hank credit without
destroying the value of both of those. Take
the present position. I have always been a

very firm believer in the principle of life,
as~tnranee, atid I am now; but I know per-
fectly vwell that those who inherit my small
belongings will get less than one-half of the
Value that I insured for and paid premiums
onl for tile ltst fifty years or more. I do not
grumble at that. I recognise that it is part
of miv contrihution towards the war. I do
]lot thiink that anybody grumbles at it. They
know what it is, and they regret it; but that
the Government should deliberately set out
bv the issue of bank credit to make value-
less both savings and insurance policies in
sonething that the community will not read-
ivY 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 fruit of savings. Its creation is a
form of dishonesty, and has been so 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-
dlition such as has been reached in prac-
tically all the European countries after the
"'ar, irhen the savings of the people were
in some cases completely destroyed. I do
not think there is much doubt that one of the
reasons for the collapse of France was
the resortin g to currency issue in order
that the Socialistic Government might carry
out it% promises to its supporters in the

Nvvof' decreased hours and bigger pay; and
ns'ot without significance that the Gov-

ermnent won the votes of the frugal peas-
antry of France by declaring that there
would be no inflation and that there would
be no devaluation of the franc, exactly as
we are told in this resolution that there will
he no iniflation. But what happened I
Within a few months the franc dropped to
little more than half its value. 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 can. I do not
suggest the Government can avoid inflation
altogether, noir am I one who pretends for
a moment that the financial practices since
the last war have been either sound or just.
One means by which it has been unsound
and unjust is that currency inflation has
been adopted in many countries as a meant
underhand method of evading the payment
of debts, which probably could 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 became
.afterwards, urged the cancellation of all i n-
-ternational war debts. I do not think there
is tonuch reason to doubt that had his advice
been acted upon, the conditions that led up
to the present war might have been entirely
.nvoided.

Now, we hear a lot of talk as to what is
to happen after this war, But to my mind
,we have to concentrate now on winning the
war. It amy be hoped that after the war
the statesmen of the world, having received
so recent an experience of the follies and
errors of the last peace, will discover some
way of avoiding the troubles that have come
Upon us during the last 20 years. But those
things are for consideration after the war.
TEhey 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 winl the war we shall have no
-voice in determining these things%. And so
in connection with this matter we have to
consider what is the best way of winning
the war. 'We have to-day to choose between
-two alternatives-the issue of more paper
mo1ney and the maintenance of high spend-
ing power among the people and undoubt-
edlly extravagance, of which we have far too
much already both publicly and privately,
that being one mode, and the other mode
being by saving, by taxation, by catting
*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~

I do not wish to detain the House longer,
but I would repeat that one branch of the
Legislature having instructed the Govern-
mnent to forward a certain resolution to the
C-ommonwealth Government, this branch of
the Legislature should have been consulted,
and that not having been consulted we not
only have the right to voice 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 I am
sure the majority of members of this
Chamber are not in agreement.

Amendment put and negatived.

On motion by Mlr. Seddon, debate ad-
journed

BILL-MUNICIPAL CORPORATIONS
ACT AMENDMENT.

Received from the Assembly and read 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 made by the Council.

BILLr-OPTOMETRISTS.

Assembly's Message.

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

BILL-MONEY LENDERS ACT
AMENDMENT.
In Committee.

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

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

Hon. R. S. W. PARKER: What is the
meaning of paragraph (a)?9 It scenis to
me it has the effect of making legal some-
thing which up to the present has been il-
legal. I more an amendmient-

That paragraph (a) be struck out.

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

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

Clause 4-Amendment of Section 11:
Hfon. H. S. W. PARKER: I ask Mr.

Heenan what will be the effect of striking
out the words which this clause proposes
to delete.

Ron. li. M. HEENAN: This is a conse-
quential amendment and should be agreed
to.
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Clause put and passed.

Clause 5--New Sections:
Hon. H. S. 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, I still consider it is useless. It is
intended to provide a maximnunm rate of 20
per cent., but it proceeds to say "fromn thu
commencement of the Money Lenders Act
Amendment Act, 1q40 - . . .1 and then aj
different rate is fixed.

Hon, E. Af. Heenn: What is wrong
with that?

Hon. H. S. WV. PARKER: The rate of
20 per cent. is already provided for.

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

Hon. H. S. W. PARKER: I ami wrong-
Subsection (1) of proposed new Section
11A says that there shall he a prescribed
maximum. It then proceeds to say that
until the maximium is prescribed the rate
shall he 20 per cent. Under the Interpre-
tation Act "Prescribed" means prescribed by
the Act wherein the term is used] or by a
regulation, rule or by-law made thereunder.
It appears to me that when a loan is to he
made the Mfinister must, under the provi-
sion I have quoted, draw a regulation to
prescribe the rate of interest for that par-
ticutlar loan. The proposed new Section
11C provides that, subject to the proviso to
Subsection (1) of Section 11A, the Gover-
nur may make regulations. The ques-
tion is not that the Governor "may"
make regulations; he must do SO.
Subsection (1) of proposed Section 11C is
entirely useless. Subsection (2) of pro-
posed new Section 110 deals with small
loans. I draw attention to these points in
onlei to show that the verbiage makes the
Bill more complicated. Referring again to
proposed new Section 11A, provision is
made that for a loan of £10 for a period of
six mnth-, 60 per cent, interest may be
chbruxed.

Member: Per annum.

Hon. H. S. W. PARKER: Yes. This
Bill is designed to protect borrowers from
unscrupulous money lenders. A Royal Corn-
mission was appointed to inquire into the
business of money leading, but for some
reason or other effect was not given to its

recomniendations. Section 4 of the Act
provides--

Where proceedings ar-c taken in any court
by a money tender for the recovery of any
amount tent . . . . 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, flues,
bonn., premium, renewals, or any other
charges is excessive, and that in either ease
the transaction is harsh and unconscionable

.... thle court [nay re-open the transaction
andI take an accounit between the mioney leader
and the person snied . . . . ani may satisfy
either wholly or in part any security given or
agreement made in respect of money len by
the money lender; and, if the money 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!

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

Ron. H. S. W. PARIKER: No. It kills
that protection. Under this Bill a borrower
wuay be charged up to 60 per cent.

lIon. J. J. Holites: The money lenders
mugrst be behind this measure.

Hon. H. S. 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 woutld be the effect of prescribing
it by regulation. What effect would it have
on a magistrate if be found that Parlia-
ment had prescribed 60 per cent. as a fair
rate? Under the measure, wheni a person
wanted to borrow money, the money lender
could charge 60 per cent. because he could
lend £10 to-day, £10o to-morrow and so on.

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

Hon. H- S. W. PARKER:; It might niot
be; they work together. The clause, apart
from being extremely difficult to understand,
is entirely useless to assist the borrower.

Hon. E. II1, HEE NAN: I hope members
have rend the Bill as well as the Act. Mr.
Parker's remarks are not a fair statement of
the position. The -Money Lenders Act is 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 sen-ants and others do
not want their names and the circumstances
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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 borrowers. The
purpose of the clause is clear and simple.

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

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

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

Hon. B. 'M. HEENAN: At present the
sky is the limit: money lenders may charge
any rate they like.

Hon. J. Al. Macfarlane: Subject to Sec-
tion 4 of the Act.

Hon. E. 'At. HEENAN: That does not
prevent their charig t

Hon. H. S. W. Parker: Itpees
their getting it.

Ron. E. M1. HEENAN: The virtue of the
clause is that it limits the rate of interest
to 20 per cent. on loans exceeding £10.
Numerous eases have been quoted to show
that rates as high as 300 or 400 per cent.
have been charged.

The CHAIRMNAN: The schedule is be-
ing discussed, and I point out that if mnem-
bers wish to amend the schedule, they might
have to amend the clause.

Hon. E. M1. HEENAN: If the rate is
fixed too low, we shall be doing a disservice
to people who have to borrow. rUndoubtedly
borrowing is a bad practice, hut there
are occasions when it becomes a. real neces-
sity.

Hon. J. Nicholson: Did you read the letter
in to-day's "West Australian"9

Hon. E. 31. HEENAN: IL was written
by someone who knows nothing about the
subject.

The CHAIRM1AN: Then I ask members
to refrain from quoting it.

Hon. H. SEDDO OK Wec would be wise to
delete the second proviso dealing with small
loans and thus make the maximum rate of
interest for any loan 20 per cent.

Hon. IT. S. W. Parker: A clause in the
Bill sets otit that the interest shall be as
prescribed.

IRon. ff. SEDDON: I think it would he
better to specify the rate.

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

Hon. H. SEDDON: Yes. I move an
amendment-

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

The CHAIRMAN: Will Mr. Heenan ex-
plain whether this p)rovision is supposed to
be temporary.

lion. E. M. HEENAN: It is to Continue
until otherwise provided.

The CHAIRIMAN: Then it is temporary.
Hon. E. Al. lEE NAN: It 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. A1. HEENAN: I should say that
tho provision is for an indefinite lperiod,

The CHAIRMAN: Then, again, I
suggest that the ken. member refers time pro-
vision back to the sponsor of the Bill in
order to make clear whether Italy and Gcr-
many ai-o at wvar, or what the proviso means,.
It says that the maximum rate of interest
is to operate during the continuance of the
wvar with Italy and Germany.

ion. E. IfL HEENAN: That is clear be-
cause the provis~o continues with the words
"in which at such date His Majesty is en-
gaged." The legislation is to continue after
the war concludes until a different maximum
rate is prescribed.

Hon. Sir IfAL COLEBATCH: I support
the amendmnent to strike out the proviso, the
effect of which is to destroy the purpose of
the Bill. It thc provisio were retained, a
money lender would refuse to lend £20 for,
say, six mionths. Re would tell the would-
hie borrower that hie would lend him £10 and
his wife £10 for a month, and the loans would
thereafter be renewed from mionth to month.
The result would he that instead of 20 per
rent, interest being charged, the rate wouild
he 60 per cent. Tf 20 per cent. is insuffi-
cient with regard to small loans for short
periods, some totally different method of
prescribing thle interest rates chargeable
should be adopted. The proviso is dan-
gerous fromn the standpoint of the purposes
of the Bill.

Hon, G. FRASER: The suggestion for an
interest rate of Go per cent. arose from the
practice adopted at present. Generally
speaking, the charge is Is. per £1 per month.
Of course, thme nioney lenders have proceeded
by various means to increase the rate and
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have, in some instancea reached about 200
per cent. For my own part, I think 20)
per cent, is ample, although I admit that
business at that fig-ure will not be very
profitable seeing that it represents about 4d.
per fl. per month. If we could dispense
with the small loans, it would be of advan-
tage of the people likely to be affected.
Rightly or wrongly, civil servants 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.

Honl. H. S. W. PARKER: If the desire
is that money lenders shall not charge more
interest than 20 per cent., a proper Bill
should be introduced to amend the Money
Lenders Act accordingly. The method sug-
gested in the Bill is unsatisfactory. The
construcetion 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 pr'omfissory note, and the money
lender can charge what rate 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 noat set out in good English merely because
of some hard luck story. If suchl eases
exist, why do not the people concerned take
advantage of the Poor Persons Legal Assist-
ance Act and get the matters rectified?

Honl. G. Fraser: And ]how many items
have been cut out in respect of which re-
lief will not be granted?

Honl. H. S. W. PARKER: The state-
ment has been made that nothing is ever
seen, Jn the Press regarding eases taken i .n
the local or other courts. The suggestion
has also been made that the Bill is neces-
sary because people will not seek publicity.
Do members think civil servants will go
to the police court or the criminal court
and risk the publicity involved in order to
establish that a money lender has charged
undue interest rates? If the civil servant
is afraid of publicity, the Bill will not
affect him. I shall vote against the pro-
vision in the Bill because I certainly would
not be prepared to go before a judge and
argue the meaning of this legislation.

Honl. E. Ut. HEENAN: I shall not oppose
the an*,tdment. The original intention
was to confine interest on loans to 20 per
cent. It is easy for 3Mr. Parker to single
out the Bill for such stringent criticism
regarding the drafting, which is no more

atfutin the Bill than it has been in many
other measures. I challenge Mr. Parker to
prove that it contains one sentence that is
ungrammatical or not good English. If the
Bill is rejected, another may be introduced
next session to give effect to the present
intention. I hope members will not allow
12 months to pass simply because Mr.
Parker singles it out onl account of its
drafting.

Amendment put and passed.

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

Honl. E. M. HEENAN: I take it that the
section simply provides for the making of
regulations prescribing 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 effect. I take it that the bon.
member considers that in view of what is
stated in Section 11A, the Governument
already has power to make regulations.
For greater clarity, however, I think
the proposed new Section 11C. should he
agreed to.

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

Hon. H. S. WV. Parker: It is.

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

Clause, as amended, put and a division
taken with the followingl result:-

Ayes
Noes

-Majority against .

8
9.

1

Arts.
Hon. Sir Hal Colebateb Hon. E. M. Heenan
lion. J. Mt. Drew JHon. W. H. Kitaoi,
Io,,. 0. Fraser N on. IT. Seddon

Hon. W. it. Hall Hon. W. J1. Mann Ulc.
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Noza.
Hon. C. F. Baxter IHon. 3. Nicholsion
ROD, L B. Bolton Hlon. H. S. W. Parker
Hon. V. Hamereley Hon. 0. S. Wood
Hon. J. J, Holmets Ron. A. Thomson
ROO. J. ML. Mtartane I(Teller.)

(lau-s. thus negatived.

Clause 6-put and negatived.

Progress reported.

BILL-NATIVE ADMINISTRATION
AOT AMENDMENT.

Se-ond Reading.

HON. A. THOMSON (South-East)
[9.25) in moving thle second reading said:
This is a small amiending measure, wihich
was introduced in another place by the
member for Wihliams-Narrogin (Mr. Doney)
at the suggestion of several justices of
the peace in the Willianis district. Those
gentlemen were of the opinion that the
law as it stood was unbalanced and unfair.
The Bill seeks to place a responsibility
ulpon the native who solicits a white per-
bons for liquor. Section 48 of the Act pro-
rides as follows-

Any native who knowingly receives any such
liquor or opium shtall be guilty' of anl offence,
and liable on summary conviction to a penalty
not exceeding £5 or to imprisonment not ex-
ceeding one month.

At the time that sub-section was drafted it
was thought that the native could be
handled quite successfully as a result of
the sub-section's embodiment in the Act.
Events have proved, however, that it is not

asatisfactory provision. Although it
looked all right it has aL weakness. No con-
viction can lie against the native unless
he is caught with liquor in his possession.
I propose to read a, letter that was sent
by justices of the peace to the Minister for
Justice. Those gentlemen had recently
dealt with the ase of a white man who
supplied liquor to a native and was finled
£20, the minimumi amount.

Hon. J. Nicholson: Under the Nativ-e Ad-
ministration Act

Hon. A. THOMSO9N: Yes. A native is
liable to a fine or £5 it' it i. proved he ob-
tamned liquor, and the white nil who .iip-
plied him is liable lo a minimum fine of
£20 and a maximum of £100.

The Chief Secretary: Was that under
the Native Administration. Act or the- Licen-
sig AcU!

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 soliei-
ted the wrhite tnn to obtain the liquor in the
first instance for a consideration of the price
of a gloss 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
advised that it is; not possible to get a con-
viction against him; and so we saw in this
ruse the spectacle of the native being brought
to give evidence against the white man for
wrongdoing and yet the white man's evideace
could not be used to convict the native. If a
section were put into the Licensing Act mak-
ing soliciting of liquor by a native from a
white man punishable, the native would hesi-
tate to solicit it, knowing thaft if the white
man was caught hie also might be caught and
punished on thle white man's evidence. Usually
the natives involv-ed in these eases arc very
cunning.

Of course, the Licensing Act was not the
Act concerned. The letter continiues-

At present the native can involve a white
ninit in a serious charge and can 'with im-
plity give evidence against the white, know-
Ing that hie hinmself is safe unless caught with
the goods. An admission that he has drunk
the liquor is not sufficient. Some cheek to pre-
vent the natives froum soliciting youths to pro-
cure liquor for them (and we (-alt quote here
the vrent ease in 'Northam before Mr. Read,
R.'t) should lie provided in the Licensing
Act.

We thle undersigned justices of the peace
muake the following recommendation-

That in Cases of prosecution tunder Sec-
tion 150 of the Licensing Act, it is a re-
commendation from us that there should be
provision in the Art to provide for a prose-
cution of, suit. peinalty against, tile niative4
solicitia~g and receivinig the liquor. If the
liquor is solicited front the white man by
the native the penalty should lie heavier
than that inflieted for the supply withont
solicitation,

It i-s for this reason that the Bill was brought
down. It seeks to amend Section 48, as, fol-
lowvs:

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

(3a) Any native uwIo asks, solicits, or other-
ise attemipts to pi-ocure any other persoat

whomsoever to purchase or to Obtain the supply
or gift of any fermented, spirituious or other
intoxicating liquor in any quautity whatsoever,
either alut- or atlixed with any other substanev,
or any opintu for such native, shall he guilty
of an offenice, and he liable ont sumiiar v c-on-
victionl to aI penalty not exceeding ifive poundi
or to imprisonment not esteceding one mionth.
It shll not he a defence to n c-harge of aun
offence under tltis subsection tiat no purchase
was utudle or that nLO supplyv Or gift w.as Ohb-
tamned as requestel by the inativ- charged.
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The intention -of this amendment is to throwr
a certain amount of responsibility upon the
native who solicits a white wan for the sup-
ply of liquor. With this brief explanation, I
move-

That the Bill be now read a second time.

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

Hon. V. Hameraley: Yes.
Ron. J. Nicholson: I think also quad-

roons.
Hon. J. CORNELL: -who asks any per-

soy for intoxicating liquor is liable to a
fine of £5 or one month's imprisonment.
A charge against the native can he lodged
by the person from whom he solicits liquor.
I should like to know -whether there is going
to be any corroboration of~ the act, or are
we going to throw the native wholly and
solely upon the mnercy of the white man?
Are we going to accept the wordI of the white
Person concerning the charge laid against
the native 7 As the Bill is drafted it im-
ports something new into the Act, and it
appears that a native can he charged with-
out any corroboration. That is not fair. We'
ought to give the native some protection.
It ou1ght not to be a question of one Man's
word against that of another.

Ron. A. Thomson: The same thing ap)plies
with regard to white men.

Hon. J. CORNELL: There is a big, dif-
ference between white men and natives.

Hon. A. Thonmson: Not in these cireum-
Istances.

Hon. J. CORNELL: Yes, there is. MNore
consideration should be given to a native
than to a white man.

HEON. SIR HAL COLEBATCH (MeFtro-
liolitan) [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 increase the
difficulty--of securing a conviction against a,
white man who supplies a coloured man
with liquor. That is the real point.

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

Hon. Sir BAL COLEBATCH: It occurs
to me that it is by no means an easy matter
to secure a conviction against a white man

on a charge of this -kind. I am afraid the
passage of the Bill will make it difficult to
induce a native to give evidence. He will
he afraid of incriminating himself if he does
SO. Jf the Bill is going to have that effect
I would prefer the position to remain as it
it.

Hon. A. Thomson: In the case I quoteG
the native gave evidence against the man
who supplied him with liquor.

Hon. Sir HAL COLEBATCH: I am not
yet convinced as to the effect this Bill -will
have upon the paint I have mentioned.

THE CHIEF SECRETARY (Hon. W. H.
](itson-West) [9.32]1: The department has,
no objection to the measure, although it will
not 1) of any great value. I understand
that the Bill as introduced iii another place
con1tained an amendment that would have
I)Cen of great value, hut it was struck out.

Hon. A. Thomson: I propose to restore it.
The CHIEF SECRETARY: If the lion.

member will do that, I will support him.
The 'Bill will not have the effect it is thought
it will.

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

The CHIEF SECRETARY: The amend-
ment to which I referred had to do with the
definition of liquor. Owing to a disability
in the Act it does not contain a definition
of liquor. It is necessary to get an analyst's
certificate with regard to any liquor that
is involvred in a charge against a native.
That makes the position exceedingly difficult..
Although the Bill as it stands will not make
the position more difficult from the point of
view of securing convictions against white,
men, it will not help in the other direction
to which I have referred.

On motion hy I-on. W. J. Mann, debatte
adjourned.

House adjourned at 9.37 p.m.
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